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Abstract

This thesis focus is on the issue of export performance and its determinants among small and 

medium-sized indigenous firms in Jordan. Export marketing activities are of vital importance 

to the survival and growth of Jordanian companies. This is ascribed to the relatively small 

local market size and to the country's gradual shift from heavy reliance on import substitution 

strategies in the last two decades to contemporary export orientation. Also, many economists 

are calling for an urgent action plan to correct the situation of "Deficit in trade balance" in 

Jordanian economy. The action plan needs to discuss what causes or prevents Jordanian firms 

from exporting. Although the literature has recorded some discussions on intemationalisation 

of firms in developed countries, there is a paucity of intemationalisation efforts from 

manufacturing firms in developing countries. By investigating the exporting barriers that 

Jordanian manufacturers face when engaging in international business, this study enriches the 

body of knowledge on intemationalisation of manufacturing firms in developing countries. It 

offers guidance for future research in a field of research that is still in its infancy.

The theoretical foundations of the study are based on the intemationalisation processes 

literature, export and exporting barriers literature, and the export performance literature. 

From this literature, research hypotheses, questions, and a conceptual framework were 

developed incorporating four research concept groups.

The study shows that there is high similarity between the export barriers faced by 

manufacturing firms in developed and developing countries. Also, it shows that the concept 

groups related to firm and managerial characteristics and the perception of exporting barriers 

are very much linked in different ways to export performance of SMEs in Jordan, and these 

findings are in agreement with literature review.
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Chapter 1: Introduction

1.1 Background

This research focuses on the impact of exporting barriers, managerial and firm characteristics 

on the exporting process and export performance of SMEs in Jordan, particularly within the 

manufacturing sector.

The research framework is based primarily on two main areas of literature: the 

internationalisation processes literature and the export literature. Additional insights from the 

international marketing and small business literatures are incorporated into the study.

For this purpose, this thesis is divided into eight chapters. This chapter offers a concise 

explanation of the study research objectives, the importance of the study, and the research 

questions. A general overview of the geography, economic background of Jordan, is also 

provided, in addition, a brief introduction to the role of SMEs in Jordanian economy and 

overall the world. Chapter 2 discusses the different internationalisation models and how they 

relate to this research. Chapter 3 reviews the importance of export and exporting barriers and 

its impact on the internationalisation process and export performance of firms. Chapter 4 

provides a broad picture of the existing literature related to export performance. These bodies 

of literature help to identify what factors were associated with export performance and should 

be included in the conceptual model of this study. Chapter 5 presents the conceptual 

framework for the research study. The framework incorporates four concepts groups. Chapter 

6 explains the research methodology employed in this study. Chapter 7 describes the features 

of the data obtained in the field research of this study and presents the quantitative analysis 

and interpretation of the firm survey results. Finally, Chapter eight draws together the 

conclusions and recommendations from the research project. The key findings and 

contributions of the study are also presented and discussed, in addition to an assessment of 

the implications of the study's findings, the limitations of the research, and potential areas for 

future research.



1.2 The Importance of the Study

Research into small and medium-sized enterprise was initiated more than a hundred years 

ago. Irrespective of whether one looks at developed countries, or developing countries, a 

dynamic and vibrant SME sector plays a key role in the successful economic growth of these 

countries. Given the importance of SMEs in any economy, it is no surprise that almost all the 

countries in the world place a special emphasis on supporting and strengthening their SMEs 

through a variety of support institutions and programmes. SMEs need this support to 

overcome the economic and competitive disadvantages that they face because of their small 

size.

Small businesses are both vital and essential to the economic growth of a nation. SMEs 

actually account for the majority of the enterprises in many countries. The development of 

SMEs has long been regarded as crucial for the achievement of broader development 

objectives, including, economic development, employment growth, innovation and 

technological advancement and revenue generation. Although each economy is different from 

another, SMEs still play a major role in any country's economy in many ways. Nevertheless, 

SMEs, particularly in some of the developing countries are suffering from several constraints 

such as the exporting barriers.

The Bolton Committee chose three ways to measure the role and importance of the SME 

sector to the economy: share of employment; share of output; and share in the total number of 

the firms (Bolton, 1971). In Jordan, the total share of SMEs in all employment was around 80 

per cent of the total labor force. The SMEs share of output was 30 per cent of the total output, 

and about 80 per cent of enterprises in the Jordanian economy are SMEs (DOS, 2004). SMEs 

sector is vital for the development of Jordan's economy in terms of employment and 

innovation. SMEs are the engines of the economy since a larger part of the commercial 

activity in Jordan is performed by the SMEs.

As a result of the vulnerability of the Middle East area and as an outcome of the recent 

developments in Iraq after the American invasion of the country, the unstable security in Iraq 

presented a devastating blow to Jordan's economy, particularly to the SME sector. Moreover, 

around 300,000 Jordanians returned from the Gulf countries, leading to a substantial increase



in unemployment (Al-Mahrouq, 2003). The immediate impact of the influx of these returnees 

was to add new burdens on the infrastructures, social services and the creation of new job 

opportunities. The risk that further rising unemployment causes to political steadiness is 

obvious, and hence it becomes clearer the importance of exporting as a means of reducing 

this problem. Therefore, Jordan has to reassess its situation and provide transitional assistance 

to SMEs in order to continue and improve their function as the backbone of Jordan's 

economy.

International trade and integration with the world economy has become one of Jordan's 

primary strategies for continued domestic economic growth. Recently, and within Jordan's 

effort to catch up with the requirement of globalisation and openness to external markets, 

there has been a clear intention by the government to increase industrial export to non- 

traditional markets and enhance the competitiveness of national industries. Jordan's 

accessions to the WTO and the general liberalisation facilitated by the general agreement on 

tariffs and trade (GATT) have contributed to the structural shift in the economy in recent 

years and brought considerable growth in exports.

SMEs in Jordan are motivated to export by sales growth, market enlargement, strengthening 

of competitiveness, and diminishing dependence on the home market. This importance of 

export for Jordanian firms can be explained partly from the small size of the country (the 

smaller the country, the smaller the domestic market, and the sooner firms look abroad), and 

partly from general trends such as globalisation.

At present, the manufacturing sector is rightly considered the engine of growth in Jordan at 

the national level. In recent years, foreign trade has significantly increased in Jordan, in 

which the manufacturing sector has played an important role. According to figures released 

by the Central Bank of Jordan (CBJ, 2006), exports are estimated at 36.3 % of gross domestic 

product (GDP). Jordan's manufacturing sector contributed 21.7% of Jordanian GDP in 2006. 

Moreover, 98.7% of the manufacturing sector enterprises are classified as SMEs. Moreover, a 

look at the employment in the manufacturing sector reveals that its contribution is 12.7%, 

compared with 3.6% in the agriculture sector. This means that the manufacturing sector in 

Jordan is creating a lot of jobs compared with other sectors.



According to the department of statistics in Jordan (DOS, 2006), the number of industrial 

institutions in Jordan for the year 2005 is almost 20000 and about 98% of them are small and 

medium sized enterprises. In addition, the total numbers of employees in these SMEs were 

more than 180.0000 at the end of 2003. A large number of employees are being absorbed into 

the manufacturing SME sector in the country each year, which makes this sector very 

important in different ways. Furthermore, there is a common conviction that if the economy 

is to attain sustainable growth in employment it must rely heavily on its smaller firms.

Jordanian manufacturing companies are being forced to look outside of Jordan in order to 

survive. And more and more companies are facing challenges of globalisation with the 

accompanying open borders. After all, exporting firms are at the heart of most countries. 

Hence, there is a real need for Jordanian entrepreneurs to target export markets by adopting a 

global outward-oriented vision of business development to help them face the challenges of 

globalisation.

Since the manufacturing sector is composed mainly of SMEs, and makes a significant 

contribution to Jordan's economy, then a specialised study that investigates the export and 

exporting barriers for this sector is needed.

1.3 The Aim and Objectives of the Study

The main aim of the study is to investigate the exporting barriers that Jordanian 

manufacturers face when engaging in international business, and the relationship between the 

perceived exporting barriers and managerial and firm characteristics with export performance 

among the SMEs in Jordan, particularly within the manufacturing sector. More specifically, 

the research objectives for the study are:

First: To investigate possible differences in the perception of SMEs managers towards 

exporting barriers considered by way of their level of exporting activities that ranges from 

non exporter to experienced exporter, 
Second: To examine the relationship between exporting barriers and export performance of

Jordanian SMEs, and



Third: To examine the relationship between firm and managerial characteristics and export 

performance of Jordanian SMEs.

The present study ultimate aim is to fill a gap in the literature, especially in developing 

countries, by explicitly focusing on export determinations and constraints among the SMEs in 

Jordan. Before looking at the contents in details, it is useful to highlight the key issues 

covered:

  Review the different SMEs' definitions across different countries, in addition to 

Jordan.

  Evaluate the general importance and the role played by SMEs in any economy, and 

review the SME sector in Jordan

  Review the debate on small firm export and export barriers.

  Address some solutions and recommendations in which a policy could be made to 

improve the exporting progress for SMEs in Jordan. In addition, suggest some ways 

that may help to solve these problems for SMEs in Jordan.

1.4 Purpose of the Research and Research Questions

There is a consensus that exporting activities have a crucial impact on economic growth. 

However, there are still many SMEs in developing countries that do not export or 

contemplate doing so. An overview of the broad bodies of literature addressing exporting 

barriers facing SMEs in developing countries reveals that there has been lack of extensive 

research on this subject. The overwhelming majority of studies have been conducted in 

America and Europe. This observation provides scope for an important gap within the 

existing literature to be addressed concerning the need for research to be undertaken in a 

number of geographic areas that have obtained limited consideration to date, particularly 

Jordan which represents one of the developing countries.

In addition to the main aim and objectives of the research, the study has some related 

questions that it attempts to investigate, which are as follows:



Research Question 1: In what way do specific firm characteristics influence the export 

performance and the degree of exporting level of the firm?

Research Question 2: In what way do the managerial characteristics influence the export 

performance of the firm?

Research Question 3: Are perceived exporting barriers "internal and external" directly 

related to export performance and degree of exporting level of the firm?

Research Question 4: Is there a possible difference in the perception of SMEs managers 

towards exporting barriers "internal and external" considered by way of their level of 

exporting activities that ranges from non exporter to experienced exporter?

1.5 Definition of Small and Medium Sized Enterprises (SMEs)

There is no single, uniformly acceptable definition of SMEs. Despite the common features 

globally, countries do not use the same definition for classifying their SME sectors. 

Fundamentally, the problem is in arriving at a suitable set of criteria which can be used in 

order to define a small firm. To this effect, the terms 'small' and 'medium' are relative terms, 

and vary from one country to another, and from sector to sector within the same country due 

to the diverse characteristics of SMEs in each sector and in each economy. These differences 

have led to major variations in the size-based definitions of SMEs. For example, maximum 

cut-off points in terms of numbers of employees have historically ranged from 10 to 500 and 

even 1000.

The size of a small business can be defined in many ways. For example, by the value of its 

annual sales, its annual gross or net revenue, the size of its assets, or by the number of 

employees. The definition instituted in the Bolton Report (1971:3) found that a small firm 

could not be adequately defined in terms of employment, turnover, assets, output or any other 

random singles quantity. The definitions of the Bolton Committee are shown in Table 1.1, 

illustrating the use of different definitions of small firms in a number of industry sectors.



Table 1.1: Bolton Committee Definitions of a small firm

Sector Definition

Manufacturing

Construction, Mining and Quarrying

Retailing, Miscellaneous Services

Motor Trades

Wholesale Trades

Road Transport

Catering

200 Employees or Less

25 Employees or Less

Turnover of £ 50,000 or less

Turnover of £ 100,000 or less

Turnover of £ 200,000 or less

Five Vehicles or less

All excluding multiples and brewery managed

houses

The Bolton committee differentiates between an "economic" definition and a "statistical" 

definition. The economic definition considers firms as being small if they fulfill three 

conditions, as follows:

1 They have a relatively small share of their market place (it is not large enough to enable 

it to influence the prices or national quantities of goods sold to any significant extent).

2 They are managed by owners or part owners in a personalised way (owner actively 

participates in all aspects of the management of the business and in all major decision- 

making processes).

3 They are independent, in the sense of not forming part of a larger enterprise (the owner 

has control of the business himself, and it does not belong to another company or 

holding).

Given this economic definition, Bolton then devised a statistical definition which recognised 

that size is relevant to the sector, i.e. a firm of a given size could be small in relation to one 

sector where the market is large and there are many competitors; whereas a firm of similar 

proportions could be considered large in another sector with fewer players and/or generally 

smaller firms within it. Similarly, it recognised that it may be more appropriate to define size 

by the number of employees in some sectors, but more appropriate to use turnover in others.

Following the Bolton Committee there have been a number of criticisms of both its economic 

and its statistical definitions. In the case of the economic definition, these are considered by 

Storey (1994:10) as follows:



  First, the economic definitions are incongruous with statistical definitions. Bolton 

requires that the owners or part-owners manage the small business in a personalised 

way and not through the medium of a formal management structure. This, however, is 

almost incongruous with the statistical definition of small manufacturing firms which 

could have up to 200 employees.

  The second criticism of the Bolton economic definition is the emphasis upon the 

inability of the small firms to affect their environment, most notably their inability to 

influence, by changing the quantity that it produces, the price at which a product or 

service is sold in the market place. In this respect, Bolton is clearly influenced by the 

economist's concept of perfect competition.

According to Storey (1994:12) there are several criticisms of the Bolton Committee statistical 

definition of small firms:

  The first criticism is that there is no single definition, nor even any single criterion of 

smallness. Instead, four different criteria are used in the definition - employees, 

turnover, ownership and assets.

  The second criticism is that three different upper limits of turnover are recognised for 

the different sectors, and two different upper limits of employees are used. These 

make the definitions too complicated to allow comparisons to be made, either over a 

time period or between countries.

  The third criticism based upon monetary units is that they make comparisons over a 

time period very difficult, since appropriate index numbers have to be constructed to 

take into account price inflation. They make international comparisons difficult, due 

to currency value fluctuations and differences in purchasing power parity.

As well, Atkinson & Meager (1994, cited in Chaudhry, 1996) provided evidence to suggest 

that small firms employ managers when they reach a size of between 10 and 20 employees. 

On reaching employment level of 100 employees extensive management structures were 

established and the owners or part-owners managed the small business through the medium 

of a formal management structure.



The European Commission examined the problems surrounding the Bolton Committee 

definitions, and introduced the term small and medium-sized enterprises. The SME sector 

comprises of three categories:

  Micro-enterprises: those with between 1 and 9 employees;

  Small enterprises: those with 10 to 99 employees;

  Medium enterprise: those with 100-499 employees.

In the EC case, small enterprises do not include micro firms. Storey (1994) believes that the 

definition adopted by the European Union is more appropriate than that of Bolton Committee 

for the following reasons. First, it is based exclusively upon employment, rather than a 

multiplicity of criteria. Second, the use of 100 employees for small firm is more appropriate, 

given the rises in productivity that has taken place in the last two decades. Third: it 

recognises that an SME group is not homogenous in the sense that distinctions are made 

between micro, small and medium-sized enterprises. The revised definition of the European 

Commission is very similar to the Companies Act definition (1985, cited in OECD, 2002) 

with the exception that the monetary amounts are different and sizes based on employee 

numbers is reduced to a smaller range. Throughout the European Union, the most frequently 

used upper limit designating an SME is 250 employees (OECD, 2002).

Curran & Blackburn (1994) argued that many SMEs are defined according to quantitative 

methods which classify an SME according to: number of employees; its capital assets; its 

turnover, and according to qualitative methods which basically relate to managerial 

behaviour, and attitude aspects that distinguish small firms from larger ones.

The definition of SMEs can depend on many criteria, such as the number of employees or the 

value of paid-up capital, or a combination of both of these. The employee number benchmark 

has a number of advantages: it makes it a simple matter to compare firms in different sectors 

and countries and it is also a stable yardstick since it has no direct automatic relation to 

variations in prices, such as movements in exchange rates or inflation. It is also relatively 

easy to gather data for it (Al-Mahrouq, 2003). Although there are many quantitative measures 

that are adopted to define SMEs in various countries, still the number of employees' measure 

is widely used (Ajlouni, 2006).



There are comparable definitions for other countries relate to the size of the economy. In the 

United States, SMEs are usually considered to include firms with fewer than 500 employees 

(Shoobridge, 2004). In Italy and France a firm is small or medium if it has up to 500 

employees, in Sweden up to 200, in Canada and Australia up to 99 and in Denmark up to 50 

(Al-Mahrouq, 2003).

In Germany where SMEs account for 99.7 percent of total enterprises and employ around 

69.7 percent of workers, Institut fur Mittelstandsforschung Bonn (IFM) Bonn (2003:1-3, cited 

in Jwaili, 2005) defines the small enterprise " as one which has up to 9 employees with an 

annual turnover of up to EUR 1 million, and a medium-sized enterprise as one which has 

between 10 and 99 employees and a turnover between 1 and EUR 50 millions".

Elsewhere in the world, there are other definitions of small firms. In this section, the research 

looks at the definition used in some countries, which are comparable to Jordan. In particular, 

we look at Malaysia and Turkey, on which there have been a number of studies. In Malaysia, 

Chee (1985, cited in Al-Mahrouq, 2003) defined small firms in the manufacturing sectors as 

employing less than 50 full-time workers, while the medium-sized firms employ between 51- 

200 full-time workers. Osman (2002) adopt another definition, that the small and medium- 

sized enterprises in Malaysia are those that have 250 full-time employees or fewer.

Small to medium-size enterprises (SMEs) in Turkey are defined as companies with fewer 

than 150 employees. These companies represent 99.5 percent of manufacturing industries, 

61.4 percent of total employees and have a value add of 29.1percent in Turkey (Altintas et al., 

2007). Jwaili (2005) in his study summarised the definitions of SMEs in different countries 

(See Table 1.2 in the next page).

The definition of small and medium enterprises in Jordan is no less complicated than 

elsewhere as there is a diversity of definitions. This has led to the various government 

agencies and institutions adopting their own definitions.
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Table 1.2: Comparison of definitions of SMEs in different countries
Country/Region

EEE (ESRC)

United Kingdom Thomas 
et al, (19971

USA "Small Business 
Association"

Japan (NFSBA)

India Morris et al, (2002)

Bulgaria ( Agency for 
Small and Medium-sized 

Enterprises)

Hungary

CZECH Republic

Nigeria, Ariyo (2000)

Type of Business
Micro "very small" 

Enterprises
Fewer than 10 

employees, turnover of 
less than 2 million

Fewer than 10 employees

Small Enterprises

Between 10 and 49 
employees. Turnover of 

less than 10 million

Between 10 and 49 
employees

Medium Enterprises

Fewer than 250 
employees. Annual 

turnover less than 50 
million.

More than 50 people but 
fewer than 250.

A small business concern shall be deemed to be one which is independently owned 
and operated and which is not dominant in its field of operation.

Not more than 5 
employees (Services 

industry)

Not more than 100 employees or ¥ 50 million.(Service 
industry)

A small firm is one which has investment of less than a crore (10 million) of rupees 
and employs fewer than 50 persons.

Enterprises which have 
an average number of up 

to 10 employees.

1-10 employees

Enterprises which: 
Have up to 50 employees; 

annual turnover not 
exceeding BGL 1 million; 

and are not dependent

11-50 employees; and 
annual turnover less than 

HUF 700 million; or 
annual balance-sheet less 

than HUF 50 million

Enterprises with: 
Up to 100 employees; 

annual turnover not 
exceeding BGL 2.4 
million; and are not 

dependent
Less than 250 employees; 

and annual turnover les 
than HUF 4 billion; or 

annual balance-sheet less 
than HUF 2.7 billion

There is no official definition. In accordance with Czech National Council ACT 
NO. 299/1992 Coll. "State Support to small and medium-sized enterprises". SMEs 

shall mean enterprises with no more than 500 employees
An SME is an umbrella term for firms with less than 250 employees

Sources: Jwaili (2005)

The central government Department of Statistics (DOS, 2004), for example, defines SMEs 
for all sectors according to their employment size. It distinguishes between firms as follows: 
a firm employing 1-4 workers is a Micro-enterprises; 5-49 workers is a small firm;50-99 is a 

medium firm; and a large firms employs more than 100 workers.

The Amman Chamber of Industry defines a small firms as employing 9 employees or less, 
and medium firms as employing 10-99 employees, while the Industrial Development Bank 

has defined small firms as those employing not more than 5 employees, whose capital is not 

more than JD 25000 and where the manager is the owner (ACOI, 2007). The small and 
medium-sized enterprises according to the Jordanian Loan Guarantee Corporation in 

definition is the firms that employees not more than 50 employees (JLGC, 2000). As for the 

Zarqa chamber of industry (ZCOI, 2005) it considers the size of the firms as follows:
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  Firms that have 5-19 are small enterprises

  Firms that have 20-99 are considered to be medium enterprises.

  Firms that have more than 99 workers are considered large enterprises

The Ministry of Trade and Industry classifies the enterprises according to the number of 

employees as follows (MOTI, 2006):

1. Firms that have 1-49 are considered as small enterprise.

2. Firms that have 50-249 are considered as Medium enterprise.

3. Firms that have more than 250 workers are considered as large enterprise.

In this study the definition of small and medium-sized firms used by the Ministry of Trade 

and Industry in Jordan "1-249 employees" is adopted.

1.6 Importance of SME Development

Small businesses are both vital and essential to the economic growth of a nation. SMEs 

actually account for a majority of the enterprises in many countries and world economies 

(Wong & Aspinwall, 2004; Reijonen & Komppula, 2007; Karadeniz & Gocer, 2007). The 

development of SMEs has long been regarded as crucial for the achievement of broader 

development objectives including, economic development, employment growth, innovation 

and technological advancement and revenue generation (Storey, 1994; Zou & Stan, 1998; 

Robertson, 2003; Westhead, 2008). In addition, they are expected to bring new innovations 

into the markets, to operate as catalysts in the society, and strengthen the industrial base in 

both developing and developed countries (Kazem & Heijden, 2006; Reijonen & Komppula, 

2007).

Furthermore, there is a common conviction that if the economy is to attain sustainable growth 

in employment it must rely heavily on its smaller firms. The roots of this conviction are based 

upon the work of David Birch (1979, 1987, cited in Mahdi & Osman, 1998), which argued 

that most of the new job creation is among small firms.

Mahdi & Osman (1998) and Arinaitwe (2006) state that in the last three decades, a large 

number of developing countries have realised the importance of developing SMEs as a way
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of achieving several goals. These goals have included, among other things, providing work 

opportunities, poverty alleviation, adding to the GDP, employment generation, creating a 

much needed feeding industry for the larger enterprises and contributing to the export sector. 

Also, Ibbotson & Moran (2005) argue that since small firms play an increasingly important 

role in a country's economy, the well-being of these firms is a necessity for that country's 

future success.

In European, SMEs are seen to have an important role in the economy. There are almost 19 

million SMEs in the European Union (firms with less than 250 employees) and these 

represent 99.8 % of all enterprises (Reijonen & Komppula, 2007). Smaller firms provide 

employment for more than 70 million people in the European Union, representing two-thirds 

of all EU employment (Watson, 2001). Also, according to Cassell et al. (2002) SMEs are 

essential source of jobs and innovation in the EU and are thus crucial for fostering 

employment and competition.

According to Agndal & Chetty (2007:1149) in most countries, SMEs represent the majority 

of firms. For instance, "in New Zealand 97 per cent of businesses employ 19 or less full-time 

employees and in Sweden 98 per cent of all firms have less than 250 employees". In the UK, 

during the last 25 years there has been an increase in the number of SMEs of 50 percent 

(Beaver & Price, 2004). The UK boasts around 3.7 million small businesses and accounted 

for over 99 per cent of the UK's 3.8 million businesses at the start of 2002, 56 per cent of 

employment (12.6 million people) and provide a contribution of over 44 per cent to the 

country's GDP (Ibbotson & Moran, 2005). In the US economy, SMEs continue to receive 

attention for industrial job growth and innovation performance (Bagchi-Sen, 1999). As well, 

in Japan SMEs were critical in the growth of the country's machine industry (Whittaker, 

1997, cited in Wong & Aspinwall, 2004).

SMEs are depicted as the engine of growth in the Egyptian economy since the economic 

reform in 1991 (Abdelhamid & Mahdi, 2005). They have acquired an international reputation 

for tackling unemployment and being able to contribute significantly to economic growth 

(Kazem & Heijden, 2006). In addition, the government of Egypt (GOE) has projected that 

over the next 20 years, SMEs will employ half of the new entrants to the labour market
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(Abdelhamid & Mahdi, 2005). Also, Abdullah (2000) contends that SMEs are the backbone 

of success in the newly industrialising countries such as South Korea, Taiwan and Singapore.

Furthermore, according to Mahdi & Osman (1998), various publications in Canada, including 

the annual report on small business in Ontario (1989) and small Business in Canada (1991), 

ascribed 80 to 90 percent of total net new jobs in Canada to small firms. In Turkey, SMEs 

represent more than 99 percent of the total number of enterprises and provides 76.7 percent to 

the total employment contributes to 10 percent of Turkey's exports and constitutes 26.5 

percent of investment (Karadeniz & Gocer, 2007).

Hamoury & Labady (2003) found, in their investigation about the role and contribution of 

small industrial projects in the Jordanian economy, that these projects can play an important 

role in the Jordanian economy through increasing their contribution to GDP, lowering 

unemployment rates to contribute to combating poverty and improving the level of 

employment in the Jordanian economy.

As well, Ajlouni (2006) argued in her study that the SMEs sector is vital for the development 

of Jordan's economy in terms of employment and innovation. She stated that SMEs are the 

engines of the economy since a larger part of the commercial activity in Jordan is performed 

by the SMEs. Also, she realised that SMEs are very important because Jordan's economy has 

a small economy and market. In addition, SMEs in Jordan can contribute to the economy by 

decreasing the level of poverty and unemployment in the country, by creating different job 

opportunities, and generating income for its employees.

The development of SMEs has been one of the major planks of Jordan's economic 

development strategy since Jordan's independence. The SMEs sector occupies a place of 

strategic importance in the Jordanian economic structure due to its considerable contributions 

in terms of output, exports, and employment (Lozi, 2008).
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1.7 Jordan and its Economy

The aim of this section is to give an overview of Jordan and its economy. This section is 

concerned with describing the main features, changes and problems facing the country of 

Jordan. It examines the geography, population, economic characteristics of Jordan.

1.7.1 Location and Importance

The Hashemite Kingdom of Jordan is an Arabic country, located in the Middle East in 

western Asia. Its area is 91860 km2, with 80% of this being desert and only 7.8 percent 

agricultural land. With a population of 6,2 million individuals in 2007, Jordan lies in a 

strategic position in relation to its neighbors in the Middle East (DOS, 2004).

As shown in Figure (1.1 in the next page), it is bordered by Syria to the north, Iraq to the 

north-east, Saudi Arabia to the east and south, and the west bank to the west. It shares with 

Saudi Arabia, Egypt the coastlines of the Gulf of Aqaba.

The bulk of population is concentrated in the capital, Amman, with a population of 2.1 

million. The population is characterised by youthful dynamism. More than one third of the 

Jordanians are under the age of twenty (DOS, 2006). Arabic is the country's official language 

and English is widely spoken. The population is overwhelmingly Sunni Muslim with around 

4 % Christians.

Because of Jordan's location and its small domestic market and limited natural resources, its 

economy has always been vulnerable to any changes in the surrounding region (Samman, 

2000). However, Jordan, one of the smaller countries of the region, has been known 

particularly as a region that mediates the continents of Asia, Africa and Europe and is known 

for its importance in various historical epochs. This location makes Jordan a key member of 

the eastern seaboard of the Mediterranean group, a significant member of the Asian Arab 

group and the most important transit to the Arab hinterland and the Arabian Gulf (Eiadat, 

2003).
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Figure 1.1: Map of Jordan
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Jordan has three major geographic zones: the Jordan Rift Valley which runs down the 

western side of the country and is the main agricultural area; the Mountainous Region, where 

most of the main towns are located and where 90 percent of Jordan's population resides and 

the Eastern Desert (Badia), which stretches east into Syria, Iraq, and Saudi Arabia. The 

highest point in the country is Jabal Ram (1.734m; 5.689 ft), whilst the lowest is the Dead 

Sea (-486 m; -1.594 ft). Jordanian territory includes a 25 km stretch of coastline on which the 

seaport of Aqaba is situated on the Southern shores of the Red Sea. The Highlands are host to 

the main cities of Jordan. These are the capital city of Amman, as well as Irbid, Balqa, Zarqa, 

Karak and Aqaba. This is shown in Figure 1.2. The climate varies from semi-arid to arid. 

Rainfall exceeding the limit for reliable rain-fed agriculture (300 millimeters annually) covers 

only 4% of the land area in the North, North Western Highlands and Jordan Valley (DOS, 

2004).
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Figure 1.2: Map of Jordan
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1.7.2 History

In the 16th century, Jordan submitted to the Muslim Ottoman Empire and was administered 

from Damascus. Taken from the Turks by the British in World War I, Jordan (formerly 

known as Transjordan) was separated from the Palestine mandate in 1920, and in April 1921, 

placed under the rule of Amir Abdullah ibn Hussein. After the Second World War on 25 May

1946. Jordan became independent, but remained under British tutelage. However, it 

experienced periods of instability, firstly due to the assassination of its ruler Abdullah in

1947. and secondly to King Talal's illness between (1948-52). Talal's son Hussein, born on 

Nov. 14,1935, succeeded him.

In several respects, Jordan only really became independent after the accession of King 

Hussein in 1952. Since then the country has faced several challenges to its development. 

These are a general lack of natural resources and two periods of the Israeli occupation of 

Palestine in 1948 and of the West Bank in 1967 which was the formerly a part of Jordan. In 

1989 and 1993, Jordan held free and fair parliamentary elections.
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King Abdullah II succeeded his father King Hussein following the latter's death in February 

1999. During his first years in power, he refocused the government's agenda on economic 

reform. This was achieved through the creation of new laws such as the privatisation law, 

investment law and the free zone law. Under the new king, the government has adopted a 

more international approach to the economy through dynamic privatisation schemes, rapid 

integration into the world economy as evidenced by Jordan's accession to the WTO, the 

signing of the free trade area agreement with the United States, the partnership agreement 

with the European Union and the free trade area with the Arab States.

1.7.3 Economic Background

Jordan is a small country with limited natural resources. A deficit in the trade balance is a 

phenomenon which has characterised the Jordanian economy since the foundation of the state 

(Al-Mahrouq, 2003). However, although the trade deficit continued to increase, its ratio to 

GDP declined. This was due to a slight reduction in the rate of growth of imports, and more 

importantly to steady expansion in domestic exports both of which reflected an expansion in 

the productive capacity of the Jordanian economy.

Jordan has a market oriented economy with both government and private sector playing an 

important role. In addition, the economy is handicapped by a severe shortage of natural 

resources. The main sources are phosphate, potash, and cement, which explain why Jordan 

has been suffering from a continual deficit in its trade balance.

Jordan is not as industrialised as the United States or the United Kingdom, however, it is 

attempting to become industrialised and is trying to encourage small to medium-sized 

manufacturers to sell in a foreign country as a way to increase employment, and expand tax 

bases. Moreover, despite regional political uncertainties affecting economic development in 

Jordanian strategic sectors, the government of Jordan (GOJ) has been liberalizing and 

opening its economy. Such liberalisation was reflected in the commitments Jordan made in its 

accession to the World Trade Organisation (WTO) in April 2000, and the signing of the Free 

Trade Area Agreement with the United States on October 2000, the Partnership Agreement 

with the European Union on April 1997, and the Greater Arab Free Trade Agreement 

(GAFTA).
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Jordan has adopted economic adjustment measures and reforms to structure its economy and 

to achieve sustainable development. The investment climate in Jordan has improved 

considerably in recent years. Jordan has achieved significant achievement over the past 

several years in integrating with the global economy. This success is reflected in significant 

growth in foreign direct investment, with export reaching 6.55 billion USD in 2005, and GDP 

growth of 11.5% between 2004 and 2005 (Al-Khatib, 2007). At the present, the Jordanian 

industrial sector is rightly considered to be the engine of growth in Jordan, at the national 

level. The government has emphasised information technology (IT) and tourism sectors as 

other promising growth sectors. The low tax and low regulation Aqaba Special Economic 

Zone (ASEZ) is considered a model of a government-provided framework for private sector- 

led economic growth. All of these have had a tremendous impact on Jordan's economic 

growth. Jordan has also capitalised on its strategic geographic location, its educated work 

force, and its free enterprise economy to become a regional transit point for exports and 

imports between Middle East and Western Europe, since of these factors, it also become an 

attraction for foreign direct investment (Chitale, 1998; Samman, 2000; AL-Mahrouq, 2003; 

Eiadat, 2003 ).

A substantial portion of the remarkably positive transformation of the Jordanian economy 

owes to the economic reforms implemented by the Government of Jordan (GOJ) in the last 

decade, including macroeconomic stabilisation, liberalised foreign trade and domestic prices, 

and privatisation of state-owned enterprises. Since then, export-led growth is higher, foreign 

direct investment is increasing, and poverty and unemployment have been reduced (Gassing 

& Salameh, 2006).

Jordan has concentrated in its recent economic strategy on the principle of self reliance in 

order to achieve sustained economic growth and its future growth will depends to a large 

extent on growth in the productive commodity sectors, and particularly manufacturing which 

is the largest sector in this group and has potential for growth.

Lozi (2008) in his research that examines the effects of small scale industry (SSI) on the 

unemployment rate, production, and sales in the economic development of Jordan, shows that 

the growth of SSI in Jordan in terms of employment, production, and sales has increased due 

to globalisation and domestic liberalisation. However, it is still not as significant as planned.
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The SSI sector should be encouraged to make a sustainable contribution to the national 

income, and exports.

Over the last four decades, Jordan has undertaken major efforts to build up the industrial 

sector as a source of national income and the role of this sector in the economy has been 

increasing. Jordan's industrial sector is composed mainly of mining, quarrying and 

manufacturing. The mining and quarrying mainly include potash and phosphate, and 

accounted for 3.2 of GDP in 2004, while manufacturing contributed 15.5% of Jordanian GDP 

in 2004 (Alkhaldi, 2005). This is shown in Figure 1.3.

Figure 1.3: Contribution of manufacturing sector to GDP

2003 2004

The manufacturing sector in Jordan plays a major role in the economic development of the 

country. According to the department of statistics in Jordan (DOS, 2006), a large number of 

employees have been absorbed by the manufacturing SME sector in the country each year. If 

we look at employment in the manufacturing sector this is 12.7% compared with 3.6% in the 

agriculture sector. In addition, the total numbers of employees in these SMEs were more than 

145.000 at the end of 2004. This means that the manufacturing sector in Jordan is creating 

more labour compared with other sectors which makes this sector very important in different 

ways.
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Moreover, 98.7% of the manufacturing sector enterprises are classified as SMEs. In addition, 

the total number of SMEs in the manufacturing sector in 2004 was 18.384 (Alkhaldi, 2005). 

This is shown in Figure 1.4.

Figure 1.4:% of SMEs

Small Medium Large SMEs

In order to deal with the challenges and take benefit of the opportunities created by the rapid 

liberalisation of the Jordanian economy and international trade regime, Al-Khatib (2007) 

estates that Jordan must upgrade and modernize its industry. Jordan's industrial upgrading 

and modernization is a basis of its strategy of increasing the competitiveness of its enterprises 

and the growth rate of its economy, especially through a programmes that focuses on SMEs.

The underdevelopment of Jordanian enterprises in international trade still remain evident 

with a growing trade deficit reflecting opportunity for expansion as show below in Table 1.3:

Table 1.3: Trade Balance in Industrial Products in $' 000

Exports

Imports

Trade Balance

2000

943.839

2.800.368

(1.856.528)

2001

1.301.114

3.130.455

(1.829.341)

2002

1.542.427

3.202.251

(1.659.779)

2003

1.705.986

3.485.882

(1.779.896)

2004

2.318.623

4.915.001

(2.596.389)

2005

2.616.569

6.308.797

(3.692.228)

Source: Al-Khatib (2007)
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Since the Jordanian economy became more outward-oriented since the 1980s, Jordanian 

firms greater regulatory freedom to internationalise by relaxing the controls and reducing the 

restrictions on their international activities. Another important push factor was the increasing 

competitive pressure from imports, which forced many firms to seek foreign markets through 

export. Recently, and within Jordan's effort to catch up with the requirement of globalisation 

and openness to external markets, there has been clear intention by the government to 

increase industrial export to non-traditional markets and enhance the competitiveness of 

national industries.

Jordan's main exports are in the form of natural resource based products, of which chemical 

products and mineral products together account for nearly one-half of total export revenue 

(Eiadat, 2003; Al-Mahrouq, 2003; Ajlouni, 2006). According to the commodity composition 

of domestic exports, chemical products account for the largest share of exports, at around 32 

percent, followed by phosphate and potash at 27 percent (DOS, 2006). Arab countries are 

major markets for Jordanian exports. Approximately 50 percent of Jordanian exports in 2001 

went to Arab countries with Iraq absorbing the biggest share (44.4 percent), followed by 

India and the EU countries (Samman, 2000; Eiadat, 2003). The directions of Jordan's exports 

indicate that most of Jordan's exports go to developing countries and only a small proportion 

goes to the developed countries. Compared with imports, a large proportion of Jordan's 

imports come from developed countries followed by the developing countries.
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Summary

The relationship between imports and exports has always been problematic for Jordanian 

economy. There is now a need for an urgent action plan to correct the situation. The action 

plan needs to include what causes or prevents Jordanian firms from exporting i.e. the various 

barriers to exporting that Jordanian firm's face when entering the export market. This 

knowledge is of critical importance if the Jordanian economy is going to start rectifying its 

trade deficit and that is what has influenced the need for this study.

In summary, the importance of the small firm sector depends upon which definition of small 

is used. The chapter concludes that there is no uniformly satisfactory definition of a small 

firm. Researchers, however, are likely to have to continue using their own definitions of 

small and medium enterprises which are appropriate to their particular target group.

The chapter concludes with a brief overview of the contribution of SMEs and an outline of 

the economic position of the research context. The next chapter discusses the different 

internationalisation models and how they relate to SMEs and the research methodology of 

this study.
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Chapter 2: SMEs Internationalisation

2.1 Introduction

Internationalisation is found to be a significant aspect of the maximisation of business 

opportunities and over the last few decades, many SMEs started it as a requirement of 

business success (Knowles et al., 2006; Rundh, 2007; Saixing et al., 2009). 

Internationalisation has been widely used to describe the outward movement of the 

international operations of a firm (Zeng et al., 2008). Most Internationalisation studies focus 

on the outward processes associated with exporting, licensing, franchising and foreign direct 

investment, with exporting being the main mode of internationalisation for SMEs (Eusebio et 

al., 2007a; Karadeniz & Gocer, 2007; Agndal & Chetty, 2007; Blesa & Ripolles, 2008; 

Westhead, 2008).

The beginning of internationalisation research in the late 1950s and 1960s concentrated on 

large multinational companies (MNEs) and their international activities (Ruzzier et al., 2006). 

Previous researches about firm internationalisation have been heavily focused on large 

multinational enterprises despite the fact that small and medium-sized firms are 

internationalised to an increasing degree (Rundh, 2007; Westhead, 2008). Thus, there is a 

need to further develop the knowledge of internationalisation in small firms (Andersson & 

Floren, 2008).

According to Leonidou & Katsikeas (1996) and Ruzzier et al. (2006) there has been a 

considerable amount of research carried out by economists to clarify the trade between 

nations. These efforts have led to the development of several theories in international trade. 

They mention some of the principal theories on the internationalisation of MNEs: the foreign 

direct investment, internalisation, and the eclectic paradigm theory. These theories are the 

main approaches in MNE research and will only be discussed in brief since the focus of this 

research is in SMEs export rather than MNEs. Chen & Hambrick (1995, cited in Ruzzier et 

al., 2006) argued that efforts to apply theories developed for large firms to SMEs may lead to 

somewhat discomfited results as theories developed for large firms may not be suitable to 

SMEs. The above arguments propose that SMEs attempting internationalisation must develop
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their own distinctive if not unique and dynamic competencies to empower equally unique 

competitive strategies that can lead to strong competitiveness allowing them to compete 

against other companies (Hamel & Prahalad 1985,1990 cited in Etemad, 2004).

Growth of a firm out of its own country is more crucial than growth inside the domestic 

location only (Sikorski & Menkhoff, 2000; Manolova et al., 2002). Numerous SMEs have 

successfully set up activities beyond their home markets and their role is increasingly 

important in contributing to future growth (Knowles et al., 2006). Companies, which a 

decade ago felt secure inside national borders, are now facing ever-increasing international 

competition (Etemad, 2004). In addition, domestic business environments have become 

increasingly affected by international economic factors, and the capability for small firms to 

isolate themselves from foreign competition has diminished, especially for firms that operate 

in global industries (Kaiser, 1998; Andersson et al., 2004).

Internationalisation by SMEs gradually helps reinforce economies at home by securing 

existing jobs, creating new ones and establishing new and more efficient organisational 

models (Madsen & Servais, 1997; Westhead et al., 2004). In addition, small firms by 

becoming increasingly international, they are reported to contribute up to 35% of world 

exports in manufacturing. About one-fifth of manufacturing small firms receive between 10% 

and 40% of their turnover from cross-border activities (Andersson et al., 2004).

Usually, SMEs internationalisation is dealt with using three distinctive and interconnected 

approaches: internationalisation process, export development and barriers, and international 

entrepreneurship (Manolova et al., 2002). The latter is beyond the scope of the current 

research.

A number of models have been developed in recent years concerning the internationalisation 

process of the firm (cf. (Andersen, 1993; Leonidou & Katsikeas, 1996; Leonidou, 2004; 

Axinn & Matthyssens, 2001; Korez-Vide, 2007). The Uppsala Model and the Stage theory of 

export development amongst the different studies within the internationalisation literature, on 

which this study will focus, differences between exporters and non-exporters , export 

performance predicates, export barriers, and small-firm export attitudes and consequent 

behaviours among other research subjects linked to the internationalisation of SMEs.
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2.2 The Definition of Internationalisation

Although there is a large amount of literature on internationalisation, it is hard to obtain a 

single definition of the subject. Internationalisation has been conceptualised in different ways 

as follows:

  Internationalisation is a procedure of learning and knowledge built up in permanent 

progression, whereby the firm increases its international participation as a function of 

increased knowledge and market commitment (Johanson & Vahlne, 1977).

  Internationalisation is a process of increasing involvement in international operations, 

and it does not consistently involve a pre-determined route of development and may 

include both 'outward' and 'inward' patterns of international development (Welch & 

Luostarinen, 1988, cited in Shoobridge, 2004).

  Internationalisation is, to a large extent, a matter of establishing relationships in 

foreign markets (Johanson & Vahlne, 1990).

  Internationalisation is the process of "adapting a firm's operations (strategy, 

structure, resource, etc.) to international environments" (Calof & Beamish, 1995:116, 

cited in Rundh, 2007).

  A definition of internationalisation according to Williams (2002:4) is: "a multi 

dimensional and cross-functional concept, encompassing as it does all aspect of 

international business and many areas of strategic management".

  According to Andersson et al., (2004) they mean by "internationalisation", firms that 

derive a significant proportion of their revenue from sales in a foreign market. They 

have chosen a cut point of 25%.

  Internationalisation is the group of coordinated actions which an enterprise may take 

to penetrate other markets or to benefit from resources originating from other markets 

(Shoobridge, 2004).

  Internationalisation according to Ruzzier et al. (2006:479) is the process of 

"mobilizing, accumulating and developing resource stocks for international activities 

regardless of the actual content of the international activities themselves". Also, they 

explained that internationalisation is a synonym for the geographical expansion of 

economic activities over a national country's border.
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SMEs internationalisation literature is expanding, and more significantly it is growing 

consolidative in nature. Researchers seem to see internationalisation as too dynamic and 

broad a concept to be uniquely defined by any one school of research, viewpoint or mode of 

clarification (Coviello & McAuley, 1999; Shoobridge, 2004). Based on the above, it could be 

said that internationalisation is the increasing geographical dispersal of economic activities 

across national borders, which intended to create value in institutions.

2.3 Traditional Approaches to Internationalisation

Internationalisation of organisations has been conceptualised in a number of ways. These 

were effectively summarised by Forsgren (1989 cited in Williams, 2002) as follows:

  The traditional approach: this relates particularly to foreign direct investment 

decisions based on internalization, i.e. the ability of multi-national organisations to 

transfer owner-specific advantages across borders rather than exploiting these 

advantages by selling them.

  The political perspective: this assumes that power over decisions is based on control 

of critical resources. Again, this refers specifically to FBI decisions.

  Uppsala school: this is best epitomized in the context of exporting and market 

development and is underpinned by behavioral theories of the firm.

Andersen (1993) in his review to export internationalisation models mentions that in most 

cases, models developed in previous studies have tended to fall into one of two 

classifications: (1) The establishment chain model named after a phrase taken from a major 

study carried out at the Uppsala School; (2) The innovation-related models.

Coviello and McAuley (1999) identify three schools of research in their review of small 

firms' internationalisation as follows: foreign direct investment theory, stage models of 

internationalisation and the network perspective. The first two approaches are well 

established while the latter approach (networks) is fast emerging. The review concludes that 

SME internationalisation is best understood by integrating these three major theoretical 

frameworks.
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According to (Westhead et al., 2001:337) several theories from the international business 

literature have been presented to explain why firms engage in international operations. "First, 

monopolistic advantage theory suggests that firms will internationalize when they can use 

their established advantages in foreign countries at little or no additional cost (Caves 1982). 

Second, product cycle theory suggests that firms internationalize in an attempt to protect 

their existing markets of mature products (Vernon 1966). Third, the stage theory...Forth, 

internationalization theory suggests that firms internationalize to reduce costs by 

internationalizing the transfer of goods and services across national borders where it is 

cheaper. Fifth, the eclectic theory of international production ... Sixth, a network theory of 

internationalization... Seventh, transaction cost theory suggests that firms choose the least- 

cost international location for each activity they perform and grow by internationalizing 

markets...up to the point where the benefits of further internationalization are outweighed by 

the costs".

Shoobridge (2004) concluded that the traditional approaches to internationalisation embrace 

four main lines of thought: the school of foreign direct investment theory, the learning and 

innovation adoption models, the network and the resource-based approaches to 

internationalisation.

Many theories have attempted to explain why, when, where and how firms engage 

themselves in international business. They can range from economic to behavioural theories. 

However, this research is not aimed at reviewing all theories on internationalisation, only the 

main traditional and recent theories that have acquired accuracy in the internationalisation 

literature are presented below.

2.3.1 The Uppsala Internationalisation Model

The internationalisation process model developed by Jan Johanson, Jan-Erik Vahlne and Finn 

Wiedersheim-Paul during the 1970s and early 1980s is based on empirical observations from 

studies in international business at the University of Uppsala and shows Swedish firms often 

enhance their international actions through a sequence of small steps. For example, a 

continuous process of incremental modifications responding to changing conditions in the 

firm and the environment, and firms beginning with their home markets and then gradually
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internationalising in a stepwise manner (Bell, 1995; Shi, 2003). This model of gradual 

incremental steps to international business enlargement was established on a sequence of 

incremental decisions whose successive steps of increasingly higher commitments were 

based on knowledge acquisition and learning about the foreign market, whereas firms will 

gradually increase their foreign market commitments as they gain knowledge and experience 

in the foreign markets (Johanson & Vahlne, 1977, 1990; Axinn & Matthyssens, 2001; Sim & 

Pandian, 2007). This means that the organisation gradually constructs its knowledge 

regarding foreign cultures, political systems, languages, level of industrial development and 

so on (Johanson & Wiedersheim-Paul, 1975; Johanson & Vahlne, 1977; Eriksson et al., 2000; 

Andersson et., al, 2004).

2.3.1.1 Overview of the Model

Carlson's (1966, cited in Forsgren & Hagstrom, 2007) reasoning about the process model 

which is based on traditional microeconomic and marketing theory and about Swedish firms 

competing internationally, laid the groundwork for what later has become known as the 

Uppsala internationalisation process model. It primarily deals with knowledge acquisition i.e. 

learning (Johanson and Vahlne, 1977, 1990). In terms of the process model, this sequence of 

stages indicates increased commitment to the market as a result of greater knowledge and 

experience gained. Starting with the establishment chain model, Johanson and Wiedersheim- 

Paul (1975) developed a broad four stage model based on four Swedish case studies. The 

successive stages represent a higher degree of international involvement in a specific country 

market. Their work has probably also been the inspiration for the development of the 

innovation-related internationalisation models (Andersen, 1993). The stages in the 

establishment chain were:

Stage 1: No regular export activities

Stage 2: Export via independent representatives (agent)

Stage 3: Sales subsidiary

Stage 4: Production/manufacturing

Firms, at the beginning, target neighbouring countries and afterwards enter foreign markets 

with sequentially greater "psychic distance" in terms of cultural, economic and political 

differences and also in relation to their geographic proximity enter new markets with
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successively greater psychic distance. The concept of psychic distance is based on 

Burenstam-Linder's (1961, cited in Bell, 1995) remarks that trade is favoured between 

countries of approximately the same level of economic development and which have similar 

cultures. Thus firms start internationalisation by going to those markets they can most easily 

understand (Johanson & Vahlne, 1990; Andersen, 1993; Etemad, 2004; Sim & Pandian, 

2007).

Johanson and Wiedersheim-Paul's (1975) work has been further developed and refined by 

Johanson and Vahlne (1977, 1990). Johanson and Vahlne (1977) expand on the work and 

propose that the fundamental mechanism for internationalisation is a blend of market 

knowledge, commitment decisions and current activities. The model by Johanson and Vahlne 

(1977) is based on the behavioural theory of the firm "Cyert & March, 1963; Aharoni, 1966" 

and Penrose's (1959) theory of the growth of the firm is seen as a process in which the 

enterprise gradually increases its international involvement. This process evolves as interplay 

between the development of knowledge about foreign markets on one hand and an increasing 

commitment of resources to foreign markets on the other (Johanson & Vahlne, 1990).

This model is presented as being dynamic since the distinction is made between 'sate" and 

"change" aspects of internationalisation variables (Axinn & Matthyssens, 2001; Ruzzier et al., 

2006). In such a model the outcome of one decision or more generally, one cycle of events 

constitutes the input of the next (Johanson & Vahlne, 1977). The clarification of the model is 

that market knowledge (knowledge about a foreign market) and market commitment 

(resource commitment to a foreign market and degree of commitment) - the "state" aspects- 

affect the way commitment decisions are made in the performance of current activities - the 

"change" aspects. Market knowledge and market commitment are in turn affected by current 

activities and commitment decisions, a mechanism shown in Figure 2.1 (Johanson & Vahlne 

1977: 26). Thus, the process is seen as causal cycles (Johanson & Vahlne 1977; Andersen, 

1993; Leonidou & Katsikeas, 1996).
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Figure 2.1: The Uppsala internationalisation model
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knowledge
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Commitment 
decisions
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activities

Source: Johanson and Vahlne (1977)

The Uppsala school, following Edith Penrose in the growth theory of the firm (1959, cited in 

Andersson & Floren, 2008) distinguished two types of knowledge needed for international 

market development: objective knowledge which can be taught and experiential knowledge 

which can only be acquired through personal experience (Johanson & Vahlne, 1990, 1977). 

The main emphasis is placed on experiential knowledge which is acquired through direct 

market or customer contact. It is critical because it cannot be so easily acquired as objective 

knowledge (Johanson & Vahlne, 1977). Furthermore, Seringhaus (1986, cited in Williams, 

2002) differentiated between objective and experiential market knowledge by defining the 

former as consisting of published and statistical information and the latter as gained through 

experience on market visit, trade fairs and missions. He concludes that whilst new exporters 

have a high need for experiential information they seek objective information when they are 

well established. In addition, many authors mentioned that the lack of knowledge hinders the 

progression of overseas operations and that the essential information to assist firms will be 

achieved mainly through international experience in operations (Etemad, 2004; Karadeniz & 

Gocer, 2007), also suggested that international market development is an incremental 

process, characterised by the firm's acquisition, integration and use of knowledge about 

foreign markets and operation and on its successively increasing commitment to foreign 

markets (Johanson & Vahlne, 1977).
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According to Eriksson et al. (2000) there are three types of experiential knowledge:

  Business knowledge: the information that a firm has of the customer base and 

competitors and market conditions in particular foreign markets.

  Institutional knowledge: knowledge of the government and institutional frameworks, 

rules, norms and values in the particular markets.

  Intel-nationalisation knowledge: a firm's knowledge of its capability of engaging in 

international operations and of its resources for doing so (firms' routines and 

structure).

Andersen (1993:211) explained that international activities require both general knowledge 

and market-specific knowledge. "Market-specific knowledge is assumed to be gained mainly 

through experience in the market, whereas knowledge of the operations can be transferred 

from one country to another...A direct relation between market knowledge and market 

commitment is postulated: Knowledge can be considered as a dimension of human resources. 

Consequently, the better the knowledge about a market, the more valuable are the resources 

and the stronger the commitment to the market. This is assumed to be especially true of 

experiential knowledge".

2.3.1.2 Psychic Distance

The concept of psychic distance was introduced into the context of a firm's 

internationalisation by Johanson and Wiedersheim-Paul (1975). The concept of psychic 

distance has received much attention in the internationalisation processes literature (Calof & 

Viviers, 1995; Kaiser, 1998; Watson, 2001; Axinn & Matthyssens, 2001; Ruzzier et al., 

2006). It is a function of the differences between any two countries in terms of their level of 

development and education, culture, business and everyday languages, political systems and 

the extent of commercial connections which prevent or disturb the flow of information 

between firms and target nations (Erdilek, 2008). Psychic distance is correlated with 

geographical distance but there are exceptions e.g. England and Australia are geographically 

distant but psychically close due to the British Commonwealth (Watson, 2001).
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The psychic distance concept was defined by Johanson and Wiedersheim-Paul (1975: 308) 

as: "Factors preventing or disturbing the flows of information between firm and market. 

Examples of such factors are differences in language, culture, political system, level of 

education, level of industrial development, etc". The Uppsala School argues that firms start 

exporting to the countries that are more psychologically close and then they expand to the 

countries that are more distant (Johanson & Wiedersheim-Paul, 1975). Cavusgil (1976, cited 

in Boodai, 2001), found market proximity to be an important factor in export involvement. 

Al-Aali (1995, cited in Boodai, 2001) indicated that three-fourths of Saudi Arabian exports 

go to Arab countries that are psychologically and physically close.

O'Grady and Lane (1996, cited in Watson, 2001), argue that the literature does not address 

how the perceived psychic distance between countries affects the decision-makers choice of 

entry or the organisation's ultimate performance in the new market. The assumption in the 

Uppsala model is that psychically close countries are more similar and thus easier for firms to 

manage. However, they contend that a firm which starts operating in a psychically close 

country may experience poor performance and even failure, the explanation for this is that 

countries which may appear psychically close may in reality be more distant than expected.

Melin (1992, cited in Watson, 2001) raised a concern of some researchers that psychic 

distance has become much less relevant as global communications and transportation 

infrastructures improve and as markets become increasingly homogenous. Bell (1995) in an 

empirical study of the exporting of small software firms in Ireland found that the survey data 

supported the concept of psychic distance but some 30-50 % of firms started exporting to 

countries which were not psychically or geographically close. The explanation for this is 

attributed to network relationships formed by firms in the home markets, sectoral targeting 

and industry trends. The author questions the relevance of the psychic distance concept 

regarding high technology firms and service intensive sectors (Bell, 1995). According to 

Axinn & Matthyssens (2001), a second drawback, particularly of the internationalisation 

process models, is tied to the concept of psychic distance since it is difficult to maintain in 

light of how e-commerce expands markets almost without regard to geography or culture and 

considering an increasingly culturally homogeneous world. This assessment was also 

recognised by Johanson and Vahlne (1990) and Leonidou and Katsikeas (1996).
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2.3.1.3 Criticisms of the Model

Melin (1992, cited in Watson, 2001) comments that the internationalisation process model 

still exerts substantial impact on the field of international business and attracts many 

followers, while many researchers have found the Uppsala model to be a useful framework. 

However, there have been many criticisms of the model based on theoretical, methodological 

and empirical grounds. These criticisms of the Uppsala model include: the concentration of 

Scandinavian companies which limits generalisation to other countries, whether the model 

applies equally to small and large firms and to all industry sectors (Reid, 1981) and that it 

makes no distinction between the foreign entry and expansion process in small and large 

firms (Andersen, 1993).

The Uppsala Model does not for example explain why some small firms start to 

internationalise, while others stay in the domestic market. Much is also still unknown as to 

why some international small firms tend to slow down their expansion, while others continue 

to expand in different markets (Johanson & Vahlne, 1990; Andersson et al., 2004). 

Additional complexity for the Uppsala model refers to the basic feature that firms are said not 

to invest overseas if they assess the risk of investing as unbearably high (Johanson & Vahlne, 

1977).

In addition, numerous firms simply do not follow the traditional pattern of 

internationalisation proposed by the establishment chain models. The first step in the 

internationalisation process can occasionally arise much earlier than foretold by the Uppsala 

model (Reid, 1981; Forsgren & Hagstrom, 2007). Ruzzier et al., (2006) contend that several 

companies are international from their inception and have been called: international new 

ventures (McDougall et al., 1994), global start-ups (Oviatt & McDougall, 1995), and born 

global (Madsen & Servais, 1997). Several researchers have presented empirical evidence that 

negates the incremental view of internationalisation presented in the Uppsala model (e.g. 

Williams, 2002; Axinn & Matthyssens, 2001).

Nordstrom (1990, cited in Johanson & Vahlne, 1990) argues that the world has become much 

more homogeneous and that consequently psychic distance has decreased. The explanatory 

value of psychic distance would in that case have decreased. Bell (1995) contends that
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"psychic distance" has become considerably less significant as global communication and 

transportation infrastructures improve and as markets become incrementally homogeneous.

Watson (2001) explained that one of the major areas of criticism of the Uppsala model is 

based on examining the determinants of the internationalisation process which are not 

accounted for by the model. For example, there is an undervaluing of the strategic decision 

making by managers, their response to environmental and competitor stimuli, formal 

planning, systematic search for opportunities and information networking. These criticisms 

imply that the model is deterministic, thereby neglecting managerial action i.e. outside the 

control of the decision-makers (Shi, 2003).

Leonidou & Katsikeas (1996) explained that one of the major areas of criticism of the export 

development models TJppsala and innovation-related models' is based on the view of 

exporting as a single activity rather than as part of a firm's overall portfolio of activities, 

which is converse to the logic of a portfolio wherein investments and disinvestments in 

different countries are appraised with their interdependencies in mind.

2.3.1.4 Empirical Evidence

It could be predictable that the model's validity is limited to countries like Sweden which are 

rather small and highly industrialised. Johanson & Vahlne (1990:13) claim that empirical 

research from countries other than Sweden have stated empirical observations in support of 

or consistent with the model, empirical research by "Wisconsin researchers about export 

behaviour provides a similar picture (Bilkey, 1978; Cavusgil, 1980, 1984)...Davidson (1980, 

1983) have also reported supporting results form empirical studies of market selections of US 

firms going abroad. Similar results have also been steadily gained in studies of Hawaiian 

export firms (Hook and Czinkota, 1988), Japanese firms' export strategies (Johansson and 

Nonaka, 1983), Turkish exporters (Karafakioglu, 1986), and Australian firms (Barren, 

1986)". Uppsala internationalisation model is still considered one of the most influential 

models in this field, and a great deal of empirical work has granted a pattern similar to the 

Uppsala model in different countries (e.g. Bilkey & Tesar, 1977; Andersson & Floren, 2008). 

Thus extending its generalisability.
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2.3.1.5 Use of the Uppsala model in the Research Study

The Uppsala model was considered to be useful and relevant to the research study. The 

concept of the establishment chain was used in the sense that the research refers to the 

exporting activities of firms which is the second stage in the establishment chain. However, it 

was considered to be beyond the scope of the research to investigate the progression from one 

stage of the establishment chain to the next.

The work of this school is relevant to the present study because it stresses the importance of 

knowledge about national markets and customers. It assumes that lack of such knowledge as 

well as lack of resource will act as an important obstacle to the internationalisation of firms' 

marketing activities. The Uppsala model is fundamentally concerned with the firm's process 

of becoming internationalised. Measures of the degree of internationalisation of the firm 

usually incorporate the extent to which firms are engaged in business with various countries 

or regions throughout the world.

2.3.2 The Stage Models of Internationalisation

The learning and innovation adoption models, sometimes also called 'stage models' are the 

predominant internationalisation approach in SME export literature (Reid, 1981; Ruzzier, 

2006). These models imply that companies pass through various stages before their foreign 

activities reach maturity (Shoobridge, 2004). The second traditional approach to the way that 

companies internationalise their marketing activities is essentially an application to export 

behavior of Rogers' theory relating to the diffusion of innovation (1962, cited in Williams, 

2002), wherein each sequential stage of internationalisation is considered as an innovation for 

the firm (Gankema et al., 2000, cited in Ruzzier, 2006). According to Etemad (2004) and 

Ruzzier et al. (2006) the Stage theory is perceived to be the most relevant and theory-friendly 

to SMEs among all internationalisation theories.

Based on a comprehensive review of the main models, Leonidou and Katsikeas (1996) 

mentioned that the models are a number of fixed, consecutive stages, however the number of 

stages differs substantially among models, ranging from as few as three to as many as six.
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2.3.2.1 Overview of the Stage Models

The Uppsala internationalisation model is thought to be the inspiration for the development 

of the stage models of internationalisation. The centre of the stage models is the recognition 

of different stages in the internationalisation of the export activities of the firm (for example, 

see Bilkey & Tesar, 1977; Reid 1981; Cavusgil & Nevin, 1981; Cavusgil, 1984; Leonidou & 

Katsikeas, 1996; Karadeniz & Gocer, 2007 ). According to Andersen (1993), the stage 

models are also often referred to as innovation-related internationalisation models as 

internationalisation and exporting is regarded as an adoption of an innovation by the firm.

Schumpeter (1934, cited in Ruzzier et al., 2006:490) distinguished between invention and 

innovation, "with invention being the discovery of an opportunity and innovation being the 

exploitation of this opportunity. International entrepreneurial success requires not just the 

discovery of a valuable innovation but also that the innovation be introduced successfully to 

world markets". Innovativeness refers to a firm's capacity to create new ideas products, and 

services for overseas markets and its determination to develop creative solutions in facing 

challenges (Zeng et al., 2008). Developing Schumpeter's concepts further, the 

internationalisation process can be viewed as innovation adopting, which gives more in depth 

knowledge into how international activities are begun and developed and identifies the 

concept of innovation-related models (Ruzzier et al., 2006).

The stages model has caused consequential contributions to internationalisation research, 

because it has been vastly used in internationalisation literature since it does represent a 

clearly overt manifestation of the overall process (Chetty, 1999). Also these models are 

advocated by numerous studies which have indicated that both small and large enterprises 

pass between distinct and gradual stages throughout the development of their international 

matters (Leonidou & Katsikeas, 1996). It has also been used by practitioners as a guide to 

their firm's internationalisation and by governments for export policy decisions (Leonidou & 

Katsikeas, 1996). Chetty (1999:122) illustrated that the model has been supported by 

empirical studies in a wide range of countries. These studies include "US firms (Davidson, 

1980, 1983; Denis and Depelteau, 1985), Hawaiian export firms (Hook and Czinkota, 1988), 

Japanese firms (Johansson and Nonaka, 1983), Turkish firms (Karafakioglu, 1986), and 

Australian firms (Barren, 1986)".
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Calof & Viviers (1995) demonstrate that the more progressive the company's stage in export 

intensity, the lower its costs and risks of exporting and the better its advantages. It is 

recognised that perspectives and experiences are believed to lead to new stages in the 

perception of export risks, profits and costs. Learning is the major influence behind the 

internationalisation of the firm as it enables the company to acquire new exporting 

capabilities and serves as a cognitive driver for future strategy (Johanson & Vahlne, 1977, 

1990). According to Bilkey & Tesar (1977) the stage theory of internationalisation 

presupposes that small firms internationalise step wise.

The review of the main models relating to the internationalisation process highlights certain 

similarities. Various authors propose different stages of internationalisation, and most of 

them express the same idea with a different approach to each stage of internationalisation 

(Chaudhry, 1996; Karadeniz & Gocer, 2007). Indeed, Andersen (1993) comments that the 

most important differences between the models are in the number of stages and the 

description of each stage. Furthermore, there have been various classifications of firms 

attempting to discriminate between the different stages of the internationalisation process but 

no agreement as to which one is the best (Watson, 2001). A detailed review of the stage 

models of internationalisation is provided by Leonidou & Katsikeas (1996) who compare the 

different stages incorporated in 11 models. Some examples of these stages are as follows:

Johanson and Wiedersheim-Paul (1975) distinguished four stages: Stage 1, no regular export 

activities; Stage 2, export via agents; Stage 3, establishment of a sales subsidiary; and Stage 

4, production/manufacturing in a foreign market. Johanson and Vahlne (1977) propose four 

stages: no exporting, active exporting and establishment of an overseas subsidiary through 

either licensing or joint venture and full commitment of overseas production.

According to the stages model of internationalisation, Bilkey & Tesar (1977) and Bilkey 

(1978) offer a six stage process based on research undertaken involving Wisconsin 

manufacturing firms. They found that many small firms move gradually via different stages 

as they develop their internationalisation, starting with: the firm is unwilling to export; the 

firm explores the feasibility of exporting by filling unsolicited orders but not actively 

pursuing export markets; the firm actively explores/researches overseas markets; the firm 

begins to experiment with exporting and exports experimentally to one or a few markets; the
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firm becomes an active exporter to a small number of well-defined markets; the firm becomes 

a committed exporter by exploring possibilities of exporting to additional markets (Bilkey & 

Tesar, 1977; Bilkey, 1978). However the way in which this cycle continues is more likely to 

be an innovation-adoption cycle than a two-dimensional learning curve so there is an 

emphasis on the inclusion of multi-variables such as growth, rate of expansion and new 

product introduction overseas, in the identification of each stage (Reid, 1981), and a greater 

recognition that the influences on firms' progression tend to differ at each stage (Williams, 

2002). This model is represented by stages where a higher level stage appears for more 

experience/involvement than the lower level stages. Furthermore, each consequent stage 

involves more commitment to the international market than the previous stage (Karadeniz & 

Gocer, 2007).

Cavusgil (1980, cited in Andersen, 1993), developed a concept of a firm's initial involvement 

in international marketing activities. Initial involvement is viewed as a gradual and sequential 

process due to uncertainty, high costs of information and lack of experiential knowledge. 

Each stage represents larger resource commitments and leads to different market experiences 

and information for the firm. The stages identified in the development process are as follows:

Stage 1: Domestic marketing: The firm sells only to the home market.

Stage 2: Pre-export stage: The firm searches for information and evaluates the feasibility of

undertaking exporting.

Stage 3: Experimental involvement: The firm starts exporting on a limited basis to some

psychologically close country.

Stage 4: Active involvement: Exporting to more new countries direct exporting-increase in

sales volume.

Stage 5: Committed involvement: Management constantly makes choices in allocating

limited resources between domestic and foreign markets.

Czinkota & Johnston (1983) proposed six successive stages: the unwilling firm, the 

uninterested firm, the interested firm, the experimenting firm, the semi-experienced small 

exporter and finally, the experienced large exporter. Leonidou and Katsikeas (1996) 

identified in their model that the export development process can be separated into three 

broad stages: pre-engagement, initial, and advanced. Firstly, the pre-engagement stage which 

includes three types of firms:(l) firms selling their goods only in domestic markets and not
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paying attention to exporting; (2) firms concerned in the domestic market but seriously 

considering export activity; and (3) firms accustomed to exporting in the past but no longer 

doing so. Secondly, the initial stage wherein the firm is involved in irregular export activity 

and thinks about various options. Finally, the advanced stage in which firms become regular 

exporters with widespread overseas experience and regularly consider more committed forms 

of international business.

Several studies have shown that barriers to exporting can be recognised widely among three 

groups of firms (Keng & Jiuan, 1989; Leonidou & Katsikeas 1996; Leonidou, 2004):

  Nonexporters: explicitly, companies currently not exporting who express a subjective 

view on barriers;

  Present exporters: explicitly, companies currently engaged in export activities who 

experience problems during their day-to-day participation in overseas markets;

  Ex-exporters: explicitly, companies that used to export in the past but no longer do so, 

who see export barriers from their perceptual and experimental point of view.

There are many studies that have investigated the internationalisation process of a firm and 

proposed export development models (e.g., Johanson & Vahlne 1977; Bilkey & Tesar, 1977; 

Andersen 1993; Madsen & Servais, 1997). The different models proposed different stages 

that a firm has to pass through during its internationalisation process. Although there is 

general agreement that exporting is a developmental or incremental process and that firms 

pass through different stages in their export development. There is disagreement on the 

number and nature of the different export stages (Boodai, 2001). Despite the differences 

among the various models and the number and content of the stages, one conclusion that can 

be drawn is that the export development process comprises three broad phases: pre- 

engagement, initial, and advance (Leonidou & Katsikeas, 1996).

2.3.2.2 Criticisms of the Model

As pointed out in the literature, these internationalisation stage theories have gained 

considerable support. However, the gradual stage model of a firm's international development 

has been criticised from various angles and many researchers indicate that the stage models 

may not be fully able to explain the internationalisation of small firms in today's global
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markets (Andersen, 1993; Leonidou & Katsikeas, 1996; Andersson et., al, 2004; Andersson 

& Floren, 2008).

Recently, even more convincing evidence of the limitations of the manifest stages models has 

appeared in the literature (Andersen, 1993; Chetty, 1999; Rundh, 2007). Research has 

identified an increasing number of firms which certainly do not follow the traditional stages 

pattern in their internationalisation process. It has detected that some firms, particularly 

knowledge and technology-based firms are "born global firms" (Madsen & Servais, 1997). 

Morgan & Katsikeas (1997) and Chaudhry (1996) indicate that internationalisation stage 

theories dealing with non-exporters are too general in their classification, proposing that the 

single broad stage could be developed to designate firms with different degrees of 

commitment towards engaging in export activities.

Watson (2001) suggests that firms do not necessarily develop in such a pre-determined 

manner as suggested in the models. For instance, he found that there was a great deal of 

overlap between the characteristics of firms within different stages in the internationalisation 

process, that firms frequently skip certain stages, that inward patterns of internationalisation 

may precede outward operations and that the stage models are too deterministic and stress 

only the early stages of internationalisation. According to Westhead et al., (2001) the wider 

applicability of the stage model theory of internationalisation has been questioned on several 

counts. Most SMEs "stay at home", while some SMEs may be "born global". Indeed, there is 

a possibility that some firms skip stages because improvement in transportation, information, 

technology and other infrastructure has made it possible for some businesses to go global 

without following the processes and stages of internationalisation advanced by the traditional 

theories.

A fairly common methodological criticism of the stage models of internationalisation is that 

in most cases they are not longitudinal studies and therefore this impairs the ability to 

examine the determinants of the progression between successive stages in the process 

(Andersen, 1993). Many researches have accused the stage models for being too deterministic 

and of limited value (see, for example, Leonidou & Katsikeas, 1996; Madsen & Servais, 

1997).
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Criticisms have been made about the stage models of the internationalisation process that 

decision makers should recognise if such a model is used in distinguishing between firms 

(Crick & Chaudhry, 1997). Taken together, it seems that the general stage model theory of 

international activities may not be able to completely clarify international activities in small 

firms (Andersson et al., 2004). Despite all the criticism mentioned in this section, the models 

remain attractive from the organisational change point of view (Shoobridge, 2004).

2.3.2.3 Use of the Stage Models in the Research Study

The stage models have waned in popularity among researchers over the years largely due to 

the above criticisms. However, it was decided to categories firms into different stages in the 

main study to specific measure of internationalisation. The concept of the stage models was 

used in the sense that the research refers to the exporting activities of firms which are 

explained in the models discussed above.

A certain issue has been taken into consideration in developing our model of export 

behaviour. As evidence proposes from the literature that different exporter categories differ in 

their characteristics and behaviour (Cavusgil, 1984; Katsikeas et al., 1996). This research 

surveying non-exporting as well as previously exporting firms, that is, those that had 

exported in the past and examine firms that are engaged in regular export activities. These 

exporter groups are representing in the process of export development.

Theoretical development has been based mainly on the stage models signifying that firms 

move through stages as they expand from being non-exporters to becoming dynamically 

involved in export markets (Leonidou & Katsikeas, 1996; Leonidou, 2004; Wilkinson & 

Brouthers, 2006), and can be recognised widely among three groups of firms:

  Nonexporters: explicitly companies currently not exporting who express a subjective 

view on barriers;

  Present exporters: explicitly companies currently engaged in export activities who 

experience problems during their day-to-day participation in abroad markets;

  Ex-exporters: explicitly companies that used to export in the past but no longer do so 

who see export barriers from their perceptual and experimental point of view.
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2.3.3 Economic School of Foreign Direct Investment (FDI) Theory

According to Shoobridge (2004:37), the Economic School of Foreign Direct Investment 

(FDI) theory (Williamson, 1975; Hirsch, 1976; Buckley & Casson, 1976, 1981, 1985, 

Dunning, 1977, 1981, 1988, Rugman, 1981, Anderson & Gatignon, 1986) views 

internationalisation as a pattern of investment in foreign markets explained by rational 

economic analysis of ownership, location and internalisation determined by criteria of cost 

minimisation. FDI implies the transfer of formation overseas of all or some of the necessary 

factors of production (the 'ownership 1 or 'equity 1 dimension) and some element of authority 

over their use across national boundaries (Hymer, 1976, cited in Abdul-Aziz, 1995). Foreign 

direct investment and the creation of multinational companies are utilised when markets are 

imperfect (Dunning, 1988; Andersson & Floren, 2008). The FDI theory highlights market 

imperfections, particularly in oligopolistic markets, as the major reason of FDI, as companies 

try to maximize the returns on their non-financial proprietary assets, mainly technological 

ones, by transferring them to other countries where they can keep managerial control over 

those assets (Erdilek, 2008).

According to the Dunning's eclectic ownership-location-internalisation (OLI) paradigm, a 

company chooses among three modes of internationalisation (licensing, exporting, and FDI) 

on the basis of three different but interrelated advantages (location, ownership, and 

internalisation). FDI requires all three advantages to be present (Erdilek, 2008). The early 

1980s saw the emergence of foreign direct investments (FDI) from the developing countries. 

A number of studies investigate the FDI of these third world multinational enterprises, 

especially (Sim & Pandian, 2007).

FDI models focus on MNCs rather than SMEs and their choices concerning international 

activities. There is also a large degree of agreement that SMEs commitment to FDI is rather 

limited (Buckley, 1989) both in comparison with large firm FDI and relative to the export 

activities of SMEs. This stream of research has chiefly been used to analyse large 

multinational companies, and in Coviello and McAuley's (1999) review, it was the last used 

frame of reference for research on small firms' internationalisation. The entry modes to 

internationalisation which require foreign direct investment allow greater control comparing 

to other modes, but they bring with them additional risk. It requires a greater level of
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recourse, less flexible than exporting in coping with investment hazards such as political 

instability and fluctuating market conditions in host countries (Lu & Beamish, 2001, cited in 

Blesa & Ripolles, 2008).

There is supportive evidence that relatively fewer SMEs engage in FDI than large firms as 

the majority of firms engaging in FDI grow with firm size (Oman, 1984, cited in Kaiser, 

1998), this is because there is a strong correlation between firm size and the possession of 

monopolistic advantages. Although the limited participation of SMEs in FDI is well 

documented in the literature (Buckley, 1989; Shoobridge, 2004; Watson, 2001). Additional 

criticisms include the limitations and applicability of this model outside the manufacturing 

sector (Dunning, 1988). There are several reasons why this research will not make use of the 

FDI theory. FDI models seem to have limited value in analysing and understanding the 

processes and dynamics of SME internationalisation.

2.3.4 Relationship and Network Perspective to Internationalisation

The internationalisation process of SMEs from a network perspective has been intensively 

explored in the past (Westhead et al., 2004; Zain & Ng, 2006). The network concept is based 

on the theories of social exchange and resource dependency and it concentrates on firm 

behaviour in the context of a network of inter-organisational and interpersonal relationships 

(Rundh, 2007). Consistent with this school of research, Shoobridge (2004) clarified that 

internationalisation depends on an organisation's set of network relationships rather than a 

firm-specific advantage, wherein such relationships can involve customers, suppliers, 

competitors, private and public support agencies, family, friends, previous employers and 

school and university associations, etc. Along the same lines, Agndal & Chetty (2007) 

identify two pairs of concepts relating to relationships, namely business and social 

relationships, direct and indirect relationships. In terms of networks, internationalisation 

means that the firm improves business relationships in networks in other countries. This can 

be reached: (1) through the establishment of relationships in country networks that are new to 

the firm, i.e. international extension; (2) through the development of relationships in those 

networks, i.e. penetration; and through connecting networks in different countries, i.e. 

international integration (Johanson& Vahlne 1990).

44



Johanson and Mattsson (1993:306, cited in Shoobridge, 2004) depicted internationalisation in 

a network context as a "cumulative process, in which relationships are continually 

established, maintained, developed, broken and dissolved in order to achieve the objectives 

of the firm". According to Ruzzier et al. (2006) this vision appears to a certain extent 

fragmented as it concentrates solely on relationships, adopting that SMEs operate within their 

natural context. Moreover, the view of Johanson & Vahlne (1990, p. 20) developed from 

Johanson and Mattsson (1993, cited in Zain & Ng, 2006) appears more promising. They 

define internationalisation as the "process of developing networks of business relationships in 

other countries through extension, penetration, and integration".

The growing role of global international business networks is increasingly made possible 

through partnerships with foreign distributors, trading companies, complementary 

manufacturers, specialist firms as traditional buyers and sellers (Zain & Ng, 2006). In 

addition, Chetty & Patterson (2002) pointed out that the notion of business networks 

advanced from the social exchange perspective on social networks. The internationalisation 

process of SMEs from this perspective appears to be a more effective notion as it is possible 

to conquer the problems of limited resources, experiences and credibility (Chiao et al., 2008).

SMEs create channels of information flows and knowledge formation which is the main 

component to progress among the different stages of internationalisation by participating in 

international networks (Johanson & Mattsson, 1988, cited in Shoobridge, 2004). 

Furthermore, according to Chetty & Patterson (2002) network relationships assist firms to 

access local market knowledge, attain business information and find contacts. Establishing 

credibility and trust with its foreign partners represents an area that a firm needs to centre its 

attempt to create its international occurrence. Credibility and trust are developed in an 

incremental way through working together and network relationships can accordingly afford 

an opportunity for firms to increase credibility and trust with other members (Chetty & 

Patterson, 2002; Zain & Ng, 2006).

Networking has been widely acknowledged as a useful tool for small firms doing business in 

intensively growing global competition, because of such benefits and externalities as 

collective efficiency, learning and innovation brought by network (Zain & Ng, 2006). 

Furthermore, the survival of SMEs in the exceedingly globalised and competitive
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environment suggests that not only do they possess distinctive competencies but also that 

they use them effectively (Etemad, 2004). One such distinct competency is smaller firms' 

ability to establish and manage special relations with other partners at home and abroad 

(Etemad, 2004). Grimes et al. (2007) suggest that the network of relationships formed by 

firms competing effectively in international markets play a critical role in developing their 

competitive advantage. Saixing et al. (2009) in their study implies that international business 

managers should consider social networks as an efficient way of helping internationally 

oriented firms to go international more quickly and profitably.

O'Farrell et al (1998, cited in Westhead et al., 2001) clarified that many knowledge-based 

business-service firms reach their competitive advantage by improving reciprocally 

supportive interactions with other service firms. Furthermore, Laage-Hellman (1989, cited in 

Johanson& Vahlne, 1990) explained that personal relationships and networks are especially 

important in turbulent, high technology industries. Coviello and Munro (1997, cited in 

Aspelund et al, 2007) found that the internationalisation process for small software firms is 

facilitated by a set of formal and informal network relationships and show the importance of 

social networks and personal sources as a means to bridge information gaps. Zain & Ng 

(2006) concluded in their study that software firms were found to be highly dependent on 

network relationships in their initial decisions to internationalise, to develop an international 

market and to support their marketing-related activities.

Although network relationships facilitate SMEs' international growth, they also constrain the 

pursuit of other opportunities (Coviello & Munro, 1995, cited in Zain & Ng, 2006:187). This 

is because "market access and international reputation were strongly associated with a big 

network member...found to place some constraints over SMEs' market and product planning 

by restricting their direct access to certain customers. In short, network relationships can 

inhibit product-development and market-diversification activities due to firms' network bond 

and high dependency".

2.3.5 International New Ventures (Born Global)

In recent years a number of studies have examined firms which rapidly internationalise and 

are variously referred to as born global, born international, international-at-founding, instant
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exporters, infant international, high technology start-ups and international new ventures 

(Oviatt & McDougall, 1994; McDougall et al., 1994; Andersson et., al, 2004; Mellahi et al., 

2005; Aspelund et al, 2007; Westhead, 2008). These firms have an international outlook from 

their inception and typically go international within a short time after establishment.

There is little agreement about the defining characteristics of being "international" as well as 

being a "new venture". Many authors do refer to Oviatt and McDougall (1994: 49) who 

define an international new venture as "business organization that, from inception, seeks to 

derive significant competitive advantage from the use of resources and the sale of outputs in 

multiple countries". Madsen & Servais (1997) point out that the rise of born global may be 

credited to at least three essential factors: (1) new market conditions, (2) technological 

developments in the areas of production, transportation and communication and finally (3) 

more elaborate capabilities of people, including the founder/entrepreneur who starts the born 

global firm.

Aspelund et al, (2007) in their comprehensive review of the literature about INVs in the early 

1990s until 2007, recognised that a growing number of firms achieve a considerable 

international involvement already shortly after establishment. This is an obvious sign that 

they operate differently than older firms that have flowed a gradual export development 

process. Also they found that the phenomenon has largely been reported in high -tech 

industries, but appears to occur in a wide range of industries. According to Karadeniz & 

Gocer (2007) the international new ventures depend on having an international vision of the 

firms from inception. Along the same lines, Andersson & Floren (2008) found evidence 

showing that not all firms internationalise gradually in a stepwise manner, some firms 

internationalise fast and right from their inception.

Essentially, this newer work takes greater account of the radical impacts of environmental 

changes, particularly in the field of communications and information technology, on the 

international market development of firms (Williams, 2002). Oviatt & McDougall (1994) 

comment that low cost communications technology and transportati2.3.6on means that the 

ability to discover and take advantage of business opportunities in multiple countries is not 

the preserve of large, mature corporations. The authors believe that the impact of 

technological innovation on business communication and transportation, combined with an
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increasing proportion of managers with international business experience has enabled not 

only established multi-national enterprises but small ventures with limited resources to 

exploit multi-country opportunities. Additionally, the appearance of international new 

ventures offers a unique obstacle to stage theory. Oviatt and McDougall (1994) contend that 

this does not mean that founded theories are incorrect as they still fit to some firms and 

industries. Even so, it does mean that the founded theories are less appropriate in an 

increasing number of circumstances where technology, specific industry environments and 

firm capabilities have changed.

McDougall et al. (1994) as well as Madsen & Servais (1997:562) refer to a number of 

empirical studies which appear to contradict the stages theory of internationalisation. 

"Ganitsky (1989) investigated a sample of 18 Israeli exports, who served foreign markets 

right from their inception. In an Australian study Mckinsey and Co. (1993) identified many 

Born Globals whose management viewed the world as its marketplace right from the birth of 

the company". Furthermore, according to Shoobridge (2004:47) in his research several 

researchers have found that a high percentage of SMEs start exporting in their first year of 

operation: "Brush (1992), 13%; Lindmark et al. (1994), 20%; waago et al. (1993), 44%; 

Jones (1999), 69%; McKinsey and Co. (1993), 25%". Finally, Andersson et al (2004:23) 

contends that international new venture is not an entirely new phenomenon. For example, 

"Buckley, Newfound and Thruwell (1979) studied initial entry modes in the United Kingdom, 

andRoux (1979) studied French firms. Ganitsky (1989) investigated Israeli instant exporters 

and Gamier (1982) noted the same phenomenon in a Canadian study. Chang and Gruc 

(1992) found born globals in Taiwan, and Lindmark, Christensen, Eskelinen, Forsstrom, 

Sorensen, and Vatn (1994) found born globals in the Nordic countries". Consequently, there 

is abundant empirical evidence showing that not all firms internationalise gradually in a 

stepwise manner, some firms internationalise quickly, right from their inception.

Findings and relationships detected with regard to INVs may not be generally appropriate to 

other "types" of SMEs that do not offer products and/or services that involve significant 

value added based on a breakthrough in process or technology (Wright et al., 2007).
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2.3.7 The Eclectic Paradigm

The eclectic paradigm of international production was developed by John Dunning and first 

presented in Stockholm in 1977 (Dunning, 1988). In this theory, firms choose their optimal 

structure for each stage of production by evaluating the cost of economic transactions with 

the aim of minimising overall transaction costs (Coviello & McAuley, 1999). The eclectic 

paradigm was probably the most widely used explanation of international production (Shi, 

2003; Sim & Pandian, 2007). Furthermore, the paradigm was conceived by Dunning to 

explain the phenomenon of foreign direct investment in the manufacturing sector (Abdul- 

Aziz, 1995; Sikorski & Menkhoff, 2000).

According to the Dunning's eclectic ownership-location-internalization (OLI) paradigm, a 

company chooses among three modes of internationalisation (licensing, exporting, and FDI) 

on the basis of three different but interrelated advantages ownership, location, and 

internalization (Erdilek, 2008). This paradigm sets out to explain the extent, form and pattern 

of international production which relies on three distinct sets of advantages (Dunning, 1988; 

Johanson & Vahlne, 1990; Axinn & Matthyssens, 2001; Ruzzier et al., 2006; Sim & Pandian, 

2007):

(1) The first set is ownership or firm-specific advantages which are relate to the company's 

possession, and to the accumulation of intangible assets, technological capacities or product 

innovations.

(2) The second set is internalisation advantages which refer to the multinational enterprise's 

ability to transfer ownership-specific advantages across national borders within its own 

organisation, and to overcome market imperfections or failures, reduce transaction costs and 

maximize economic returns rather than exploiting the advantage by selling it.

(3) The third set is locational advantages relating to the institutional and productive factors 

present in a particular geographical area which arise when it is better to combine products 

manufactured in the home country with irremovable factors and intermediate products of 

other locations.

Also, Abdul-Aziz (1995) contends that Dunning's eclectic paradigm suggests that the 

propensity for an enterprise to engage in foreign direct investment (FDI) is conditional upon 

three determinants:

49



1. The extent to which the enterprise possesses competitive assets over its indigenous 

and other foreign rivals in the host country (i.e. ownership advantages).

2. The extent to which it is more profitable to undertake production in overseas locations 

than to service those markets by exporting products which are manufactured at home 

(i.e. locational advantages).

3. How much it is in the enterprise's best interests to make use of its own competitive 

assets rather than to exploit them externally by means of selling or licensing them to 

other firms (i.e. internalisation advantages).

According to Etemad (2004) the noteworthy point about the eclectic theory of MNEs is that it 

is based on three such principles: Ownership-specific advantages, Locally-specific 

advantages and Internalisation. Whilst these principles remain the same across MNEs, their 

distinct competitive advantages, their specificity, and their respective dynamics are not. 

According to Dunning, the greater the ownership and locational and internalisation 

advantages that a firm has, the more likely it is to engage in FDI. Absence of any one or more 

of the conditions will deny the firm MNE status (Abdul-Aziz, 1995).

Abdul-Aziz (1995:107) point out that Dunning's approach has not been spared from 

controversy; "Buckley & Casson (1976), Swedenborg (1979), Calvert (1981), Rugman 

(1981), Kojima (1982), Aliber (1983) and others challenge it, often so as to justify their own 

competing theories on MNE and FDI. Even thought the eclectic framework was originally 

conceived to explained FDI in the manufacturing sector". Also Axinn & Matthyssens (2001) 

contend that the eclectic theory is particularly appropriate to multinational corporations 

involved in direct investment, hence come out to have limited significance to firms concerned 

in the different kinds of cooperative agreements that have evolved in the new, the value or the 

network economy.

Given that the majority of the firms in the quantitative study were SMEs exporters and non- 

exporters with manufacturing facilities based in Jordan. This model was considered to be less 

useful than the Uppsala and stage models.
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2.3.8 Internalisation Theory

Internalisation theory proposes that firms internationalise to decrease costs by 

internationalising the transfer of goods and services across national borders where it is 

cheaper (Buckley & Casson, 1976, cited in Westhead et al., 2001). In addition, internalisation 

theory centers on the conception that firms intend to improve their own internal markets 

when transactions can be made at a lower cost within the firm and will continue until the 

advantages and costs of further internalisation are matched to the margin (Buckley & Casson, 

1993, cited in Ruzzier et al., 2006).

According to Buckley & Casson (1976, cited in Karadeniz & Gocer, 2007:389) international 

theory is derived from the "incapability of external markets to value particular types of 

intangible assets like knowledge and experience. This causes firms to internalize so that 

assets are transferred through internal markets rather than external markets. Firms wish to 

protect all these intangible assets on the one hand and use them through sales in the larger 

market on the other hand".

McDougall et al. (1994) and Madsen & Servais (1997) conclude that the internalisation 

theory fails to provide a suitable clarification for international new ventures as cost reduction 

is not the key issue for them. Moreover, internalisation theory has its focus on the firm level 

rather than on the entrepreneurs and their social network which should be seen as crucial 

when researching Born Global (Shi, 2003). Moreover, this theory is seen as being mainly 

helpful more in marketing than in other related disciplines, particularly with regards to small 

and medium sized enterprises SMEs (Madsen & Servais, 1997; Axinn & Matthyssens, 2001).
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Chapter Summary

This chapter has provided a review of main areas of internationalisation literature, namely: 

the Uppsala internationalisation model, the closely related stage models of 

internationalisation, relationship and network perspective to internationalisation, international 

new ventures (born global), economic school of foreign direct investment (FDI) theory, 

Dunning's eclectic paradigm and internalisation theory. The main features of each theory 

have been outlined and supported with empirical evidence where it is available. Criticisms of 

the Uppsala model and the stage models have also been outlined.

The learning and innovation adoption, as well as the network perspectives have traditionally 

been used in research on small firm internationalisation processes. Although both are 

important as influential internationalisation theories. It was considered that Dunning's eclectic 

paradigm, internalisation theory and the FDI decision-making models were more appropriate 

for large multinational firms and offered little in the way of useful guidance for a study of 

SMEs. The internationalisation of SMEs would be different from that of larger firms due to 

firm characteristics and behaviours used to overcome size-related challenges. In addition, the 

internationalisation of smaller firms reflects the structural, managerial and resource 

characteristics of such organisations on an individual basis. Given the heterogeneity of small 

firms and their operation environments, there are basic difficulties in seeking to identify and 

define the critical resources needed for internationalisation. This is why the 

internationalisation of SMEs cannot be captured simply in the theoretical frameworks 

developed in the context of large organisations.

This chapter has explained the main approaches of internationalisation. Uppsala School of 

internationalisation, firms start with their home markets, and then start to internationalise in 

an incremental manner. This means that the organisation slowly builds up its knowledge 

regarding foreign cultures, languages, political systems, level of industrial development etc. 

The learning and innovation adoption models include the idea of incremental change and 

development of the internationalisation activities characterised by a well defined stage 

process. FDI models affirm that the host country environment and the business strategic 

behaviour of the firms influence the decision to internationalise business activities. The 

network approach implies that business and social relationships is the main trigger for
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internationalisation. The international new venture relies mainly on one variable, knowledge 

based on the product which has been highly researched and development inputs and will 

internationalise faster due to the public good nature of the product.

The stage theory of internationalisation will not be used only as categorisation tool, but it will 

also help to explain the SMEs process of internationalisation by showing differences between 

companies in different stage of internationalisation. The differences will focus on how these 

firms obtain and manage external and internal exporting barriers within the firm.

The varied internationalisation models provide complementary rather than distinct views on 

the internationalisation concept. In practice, SMEs internationalisation behaviour does not 

necessarily follow the models of internationalisation presented in this chapter. Firms use 

different operations or activities at the same time and regardless of what is suggested by more 

or less theoretical models, their decisions are not always based on the rules or logic assumed 

by the models (Shoobridge 2004).

Having reviewed in this chapter the main traditional approaches to internationalisation, this 

research will focus mainly on a combination of the Uppsala and stage models. We intend to 

analyse how external and internal exporting barriers influence the export performance of the 

firm.

The next chapter will focus on the impact that exporting barriers have on the performance of 

these firms. The review of this literature will form the basis for the development of models 

for this research.
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Chapter 3: SMEs Exporting Barriers

3.1 Introduction

There is a consensus that exporting activities have a crucial impact on economic growth 

(Morgan, 1997ab; Sousa, 2004; Arinaitwe, 2006; Wengel & Rodriguez, 2006; Ural, 2009). It 

has consistently exceeded the rate of growth in the world economic output for the last two 

decades (Leonidou & Katsikeas, 1996; Lages & Montgomery, 2004; Abor & Biekpe, 2007; 

Racela et al., 2007). SMEs are significant contributors to the global economy accounting for 

approximately 50% of local and national GDP, 30% of export (OECD, 2006b).

In general terms, the progress of a nation's exports has positive impact on the growth of the 

economy in total as well as on individual firms (Cavusgil & Nevin, 1981; Tesfom & Lutz, 

2006). Exporting activities increase profitability, improve trade balances, and help to deal 

with the problems of poverty and unemployment (Doole et al., 2006; Karadeniz & Gocer, 

2007; Koksal, 2008). Small firms are becoming increasingly international, and they have 

been reported to contribute between 25 and 35 percent of world exports in manufacturing 

(Andersson & Floren, 2008). However, there are still many SMEs in developing countries 

that do not export or contemplate doing so, despite the fact that export does not require but a 

small amount of capital investment and has lesser financial and commercial risk as a mode of 

a foreign market entry mode compared to some form of direct investment (Lages & 

Montgomery, 2004; Agndal & Chetty, 2007).

As the world spins into the first decade of the twenty-first century, the intention of 

international business has highlighted the appearance of a "global market" (Levitt, 1983; 

Karagozoglu & Lindell, 1998), the "reality of global competition" and the "new era of 

globalisation" (Shi, 2003). Spectacular and rapid transformations are happening in 

international trade; increasing liberalisation of trading systems and extending of regional 

economic merging as the ability to be connected with customers and marketing partners has 

been growing. All of these transformations were caused by major advances in information, 

transportation, and communication technologies (Chaudhry, 1996; Ural, 2009). However, a 

large number of small firms still do not attempt to cross national borders to sell their products
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and services in spite of these transformations in the international marketplace (Leonidou, 

2004).

While an extensive body of literature exists regarding the export practices of firms, arguably, 

much of the literature has concentrated on the activities of large multinational enterprises, and 

there is a need to further develop the knowledge of internationalisation in small firms 

(Ahmad & Julian, 2006; Rundh, 2007; Zeng et al., 2008). In addition, an overview of the 

broad bodies of literature addressing exporting barriers facing SMEs in developing countries 

reveals that there has been lack of extensive research on this subject (Leonidou, 2004; 

Altintas et al., 2007). The overwhelming majority of studies examining exporting barriers 

facing SMEs, especially studies that classified the export barriers of small and medium-sized 

manufacturing firms have been conducted in America and Europe (Ibeh, 2003; Neupert et al., 

2006). Along the same lines, there is a paucity of internationalisation efforts from 

manufacturing firms in developing countries (Zeng et al., 2008).

Lozi (2008) in his study indicated that the numbers of studies, which have examined the 

internationalisation of small scale industry in Jordan, are very limited. This observation 

provides scope for an important gap within the existing literature to be addressed concerning 

the need for research to be undertaken in a number of geographic areas, which have obtained 

limited consideration to date, particularly Jordan which represents one of the developing 

countries.

Given the structural differences between developed and developing countries, it is possible 

that SMEs in developing countries may face challenges that are different to those faced by its 

counterparts in the developed world. Therefore, as many authors stressed (e.g. Leonidou, 

2004; Kazem & Heijden, 2006; Tesfom & Lutz, 2006; Neupert et al., 2006), understanding 

the scope and importance of different barriers may be expanded by extending such researches 

outside of the developed countries arena.

3.2 Exporting

Exporting, which is one of the most important steps towards the internationalisation process 

(Kaiser, 1998; Knowles et al., 2006) is defined generally by many authors as the transfer of
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goods or services across national borders using indirect or direct methods (Leonidou & 

Katsikeas, 1996; Neupert et al., 2005; Mellahi et al., 2005).

Exporting has become a significant internationalisation strategy for both companies and 

national economies in the world markets (Koksal, 2006). Growing liberalisation, integration, 

and competition in the world economies have been responsible for the increasing engagement 

of firms in exporting activities (Kazmi & Farooquie, 2000; Ural, 2009). Also as the pursuant 

to the growing globalisation of the world's economies, exporting activities for SMEs have 

become more consequential for the survival, growth and long-term viability of business 

organisations since exporting is generally a less resource-laden approach as compared with 

alternative foreign market entry and expansion modes since it requires minimum business 

risk, needs low commitment of resources, and offers high flexibility of movements (Leonidou, 

1995; Ahmed et al., 2004; Mellahi et al., 2005; Neupert et al., 2006; Korez-Vide, 2007). 

From a national viewpoint, the commitment of more companies to export activities is 

regarded as one effective way of coping with trade deficit problems experienced by many 

developed and developing countries (Morgan & Katsikeas, 1997b).

Exporting has traditionally been an economic activity much required by corporate managers 

throughout the world for a number of reasons: export development is perhaps the most widely 

studied and least understood aspect of international business (Kazem & Heijden, 2006; 

Grimes et al., 2007; Racela et al., 2007); it looks to better production productivity (Koksal, 

2006); it increases efficiency, technology, quality, and service standards in the organisation 

(Calof & Viviers, 1995); it grants a better profit base to reward shareholders and employees 

(Ahmed et al., 2004); it generates more funds for reinvestment and growth (Czinkota & 

Johnston, 1983; Koksal, 2008); and it diversifies business risks by operating in multiple 

markets (Leonidou & Katsikeas, 1996).

From an economic development viewpoint, exports among SMEs are a crucial part of the 

overall economic development process, the ability of a SME to export an amount of its sales 

abroad is increasingly considered as a significant measure of competitive performance at a 

national as well as a regional level (Calof & Viviers, 1995; Morgan & Katsikeas, 1997ab; 

Andersson et al, 2004; Fletcher, 2004; Kazem & Heijden, 2006; Grimes et al., 2007). As 

Czinkota (1982, cited in Chaudhry, 1996) indicates, in the short-term it is acceptable for
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nations to import more than they export, but in the longer term a trade deficit cannot be 

maintained indefinitely otherwise the reserves of a country will be exhausted and its 

government will be forced to borrow financial resources to pay for the imports.

Karagozoglu & Lindell (1998) suggested that SMEs were probably more likely to export 

when global market chances were more favourable than domestic ones, when the firms 

received inquiries from potential foreign buyers and when they noticed inadequate demand in 

domestic markets. According to Shoobridge (2004), the trend towards economic globalisation 

gives exporting opportunities to not only large multinational firms but also to the thousands 

of small institutions that continue to center chiefly on the domestic market. This is 

substantiated by some authors (Kaiser, 1998; Koksal, 2006; Sousa, 2004; Ural, 2009), who 

debate that as SMEs make up a large share of the total number of firms in an economy, they 

will be influenced by globalisation and internationalisation.

It is therefore not surprising that, especially in recent decades, an ever increasing number of 

firms have noticed a growing liberalisation, competition, and integration in the world market 

and have chosen to participate in export operations (Leonidou, 2000). Accordingly, many 

governments have developed public programmes aimed at motivating and facilitating small 

firms to participate in international markets (Arinaitwe, 2006). Winch & Bianchi (2006) 

illustrated that globalisation is not uniquely a multinational or big firm matter. Very few 

firms, even SMEs and micro-firms remain invulnerable to the effects of globalisation. This is 

particularly true of Europe, where the imminent enlargement of the European Union to 

contain ten new states will create a trading block of well over 500 million people.

Barrett & Wilkinson (1985) illustrated that the momentousness of manufactured exporters to 

Australia's future economic development has been given far more interest recently. Also, 

Koksal (2006) maintained that promoting exports by different agencies and methods is 

particularly necessary for developing countries like Turkey, because it has many 

manufacturing sectors potentially appropriate for export; an increase in exports would likely 

assuage the country's generally continuous trade deficit and help its recuperation from two 

major economic crises back-to-back in "November 2000 and February 2001". Jaffe & 

Pasternak (1994) contend that Germany's economic miracle was built on the success of small 

exporters.
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Most governments profess the importance of exports to economic growth since export 

orientation has a direct impact on SMEs 1 growth and profitability (Kazem & Heijden, 2006; 

Jaffe & Pasternak, 1994). Also, state policymakers encourage small to medium-sized 

manufacturers to sell abroad as a mode of achieving increased employment, to pay for 

spiralling foreign oil costs, or to offset losses in market shares sustained in the domestic 

market. Also policy-maker encourage SMEs to expand tax bases, correct balance of payments 

problems, increase tax revenues form successful exporters, generally stabilise the local 

economy and steady capital formation (O'Rourke, 1985; Watson, 2001; Wilkinson & 

Brouthers, 2006). Demic & O"Reilly (2000) indicate that smaller firms currently account for 

over 90 of companies in the European Union. Therefore, the government assistance is geared 

to addressing the specific export support needs of SMEs.

Morgan (1997) contended that many developed, newly industrialised, developing country 

governments have recognised exporting as a leading priority for their local firms and several 

have created sophisticated export-oriented trade strategies and extensive assistance 

programmes to stimulate export sales to expand, because it is in general conceived that 

exporting represents one of the major forms of international involvement for many firms. 

Generally, governments stress the significance of exports to economic growth. Some have 

industrial programmes, which contain strategies for export development, but the majority 

does not emphasise a policy for small business (Jaffe & Pasternak, 1994).

Policy towards SME internationalisation (or specifically Exporting) has two strands. One 

strand is to encourage already exporting firms to export more. A second strand is to instigate 

non-exporters to begin exporting. A policy challenge relates to the inability and/or reluctance 

of many SMEs to internationalise (Westhead, 2008). Ahmad & Julian (2006) explained that 

the general objective in most countries is how to find ways to raise exports, through 

encouraging already exporting firms to export more or by instigate non-exporters to begin 

exporting.

Tesfom & Lutz (2006) indicated that the international trade is significant particularly for 

developing countries, since it may create employment and provide the foreign exchange with 

imports. Moreover, in developing countries an export strategy is perceived as a vehicle for 

growth and enhanced profitability for SMEs (Kazem & Heijden, 2006). As well, Ahmed et al.
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(2004) clarified that a common objective in most developing countries is to find ways to 

increase exports. This can be obtained either by stimulating exporting firms to export more or 

by encouraging non-exporters to start exporting. In a study on Egyptian exporting firms, 

Kazem & Heijden (2006) identified that firms export for a diversity of reasons: the quick 

receipt of export payments contrasted with their experiences with local business: for 

diversifying business risks; and to achieve hard currency required to pay for imported raw 

materials.

According to Hashai (2003), theory of comparative advantage claims that countries 

comparative advantage is basically the outcome of their comparative factor endowment. Thus, 

countries comparatively endowed with capital are likely to export capital-intensive products 

whereas countries comparatively endowed with labour are likely to export labor-intensive 

products. Koerber (2003) contended that economic growth is desperately required to create 

jobs since Middle East and North Africa has the greatest obstacle of any region in the need to 

generate employment opportunities for the coming generation because unemployment rates 

are the strongest in the world. The average growth rate of the labour force between (2000- 

2010) is estimated to be three to four percent a year, twice as high as in all other developing 

regions. Consequently, the risk that further rising unemployment causes to political 

steadiness is obvious, hence it becomes clearer the importance of exporting as a means of 

reducing this problem (Koerber, 2003).

At present, developing countries account for almost 22 percent of world manufacturing. In 

the 1990s, the average annual growth of export of manufactured products in developing 

countries exceeded that of developed countries. Nevertheless, most manufacturing firms in 

developing countries have limited resources and require support when they initiate export 

activities (Tesfom & Lutz, 2008).

International trade and integration with the world economy has become one of Jordan's most 

important strategies for continued domestic economic growth (Gassing & Salameh, 2006). 

Recently, and within Jordan's effort to catch up with the requirement of globalisation and 

openness to external markets, there has been clear intention by the government to increase 

industrial export to non-traditional markets and enhance the competitiveness of national 

industries (Abual-Foul, 2004). Jordan's accessions to the WTO and the general liberalisation
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facilitated by the General agreement on Tariffs and trade (GATT) have contributed to the 

structural shift in the economy in recent years and brought considerable growth in exports 

(Gassing & Salameh, 2006).

SMEs in Jordan are motivated to export by sales growth, market enlargement, strengthening 

of competitiveness, and diminishing dependence on the home market (Sadeq, 1997; Al- 

Homsi, 2001). This importance of export for Jordanian firms can be explained partly from the 

small size of the country (the smaller the country, the smaller the domestic market, and the 

sooner firms look abroad), and partly from general trends such as globalisation. Along the 

same lines, to promote faster economic growth to reduce unemployment, Jordan has focused 

on a private-sector export oriented growth strategy (Hamoury & Labady, 2003; Abual-Foul, 

2004).

In recent years, foreign trade has significantly increased in Jordan, in which the 

manufacturing industry has played an important role (Lozi, 2008). According to figures 

released by the Central Bank of Jordan (CBJ, 2006), exports are estimated at 36.3 percent of 

gross domestic product (GDP). Jordan's industrial sector contributed 21.7% of Jordanian 

GDP in 2006. Moreover, 98.7% of the manufacturing sector enterprises are classified as 

SMEs. Lozi (2008) in his research that examines the effects of small scale industry on the 

unemployment rate, production, and sales in the economic development of Jordan show that 

the growth of SSI in Jordan in terms of employment, production, and sales has increased due 

to globalisation and domestic liberalisation. Nevertheless, it is still not as significant as 

proposed. This sector should be encouraged to make a sustainable contribution to the national 

income, and exports.

Jordanian manufacturing companies are being forced to look outside of Jordan in order to 

survive. In addition, more and more companies are facing challenges of globalisation with the 

accompanying open borders. After all, exporting firms are at the heart of most countries. 

Hence, there is a real need for Jordanian entrepreneurs to target export markets by adopting a 

global outward-oriented vision of business development to help them face the challenges of 

globalisation
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3.3 Exporting Barriers

SMEs report a range of barriers, which they perceive to be detrimental as they seek to access 

international markets. Research on barriers to firms' export entry and expansion has long 

been considered very important (Katsikeas & Morgan, 1994; Leonidou, 2004; Wengel & 

Rodriguez, 2006; Korez-Vide, 2007). Wilkinson & Brouthers (2006) asserted that 

understanding how barriers hinder the exporting process is of vital importance in the effort to 

understand issues relating to barriers, and encouraging factors to develop business in how and 

why firms become concerned in overseas markets.

A number of researchers have directed their attention to managers ' perceptions of export 

constraints and barriers over the past two decades (Leonidou & Katsikeas, 1996; Morgan & 

Katsikeas, 1997a; Ghauri et al., 2003; Leonidou, 2004; Neupert et al., 2006; Altintas et al., 

2007). Actually, the occurrence of these barriers can largely clarify why current exporters are 

not exploiting their full potential in the international marketplace and why non-exporters are 

not engaged in exporting at all (Leonidou, 1995).

Export barriers are also called obstacles, impediments, hindrances, disincentives, or problems 

(Leonidou, 1995; Kaleka & Katsikeas, 1995; Crick et al., 1998; Watson, 2001). Leonidou 

(1995) defines barriers to exporting as all those "attitudinal, structural, operational, and other 

constraints that hinder the firm's ability to initiate, develop, or sustain international 

operations". Lall (1991, cited in Ghauri et al., 2003), on the other hand, defined export 

problems as "those gaps, which need to be filled before the competitive producer becomes a 

successful exporter". Exporting barriers are treated within the literature as the restrictions that 

disturb the firm's capability to start, to develop, or to uphold business operations in overseas 

markets (Morgan & Katsikeas, 1997a). Export barriers often provoke failures in foreign 

operations, bringing financial losses alongside with negative attitudes toward international 

activities amongst both current and would be exporters (Leonidou, 1995).

Exporting barriers will only be perceived as barriers to the level that they are significant and 

hard to manage (Katsikeas & Morgan, 1994). The conceptual proposition of this is that 

barriers make business performance more difficult overseas in contrast with domestic market 

activities. In addition, Welch & Wiedersheim-Paul (1980) contended that exporting barriers

61



could limit the firm's potential to exploit foreign market opportunities, enfeeble its financial 

performance, hinder its succession along the internationalisation path, or even cause its 

complete withdrawal from overseas operations. In this respect, preceding to domestic firms 

becoming exporters a fear threshold has to be overcome in order for the firm to benefit from 

its export potential (Morgan & Katsikeas, 1997a).

In addition, either studies that examine the role of export barriers try to understand the 

structure and nature of export barriers or they address the influence that barriers have on the 

export process of firms (Wengel & Rodriguez, 2006; Korez-Vide, 2007). Moreover, removal 

or minimisation of these obstacles would contribute toward a higher export propensity and 

performance, a highly desirable goal of most governments (Bilkey 1978; Bell, 1997; Wengel 

& Rodriguez, 2006). With particular empirical attention being given to the difficulties or 

obstacles that firms experience in their exporting activities, certainly empirical findings of 

this type are important for decision makers at the firm level, because they can provide 

strategic guidelines for the advancement of effective export marketing plans (Leonidou, 

2000). Moreover, such findings create a source of useful information for public policy 

makers in their effort to design and fulfil optimal national export policies (Kaleka & 

Katsikeas, 1995).

Exporting needs new ways of advertising and selling, new knowledge and information, and 

knowledge of foreign cultures and ways of doing business (Leonidou, 2004). Having said this, 

it is clear that the decision to export is a difficult one for most SMEs (Burpitt & Rondinelli, 

2000, cited in Shoobridge, 2004). Management has noticed that export barriers result in low 

export sales, slow export growth, and low perceived export success or fail to be significant 

predictors of export performance (Zou & Stan, 1998).

To bring together barriers characteristics, authors have proposed different classificatory 

techniques. For instance, numerous literatures distinguished between initial problems and on 

going problems. Initial problems linking to a shortage of experience or knowledge and on 

going problems linking to greater participation with foreign markets (Bilkey & Tesar, 1977; 

Cavusgil & Nevin, 1981; Czinkota & Johnson, 1983).
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Bilky's review of 43 studies addresses export initiation, motivation for exporting and 

perceived obstacles to exporting. The crucial issues form Bilkey's review is that exporting is 

considered as a development process that may be conceptualised either as a learning 

sequence or as export stages. Moreover, the most frequently mentioned barriers to exporting 

are inadequate finance, insufficient knowledge about foreign selling opportunities, foreign 

government restrictions, lack of foreign connections and inadequate product distribution 

(Bilkey, 1978).

Seringhaus & Rosson (1998) divide export barriers into four large categories: motivational, 

informational, operational/resource-based and knowledge. Jaffe & Pasternak (1994) 

explained the reasons why SMEs do not export; these reasons may be internal or external to 

the firm. Internally, they are due to lack of ability and/or skills to research overseas markets 

or to find qualified distributors and invest in sales promotion. Externally, there may be 

inadequate economic incentives, particularly in countries where the domestic market is 

protected from foreign competition.

Katsikeas & Morgan (1994) categorised the relevant literature into several areas, and they 

suggested that these barriers could be classified under four key areas: external, internal, 

informational, and operational problems. Katsikeas (1994) compared high and low 

involvement exporters' perceptions of export barriers in a study of Greek manufacturing firms. 

Export barriers were classified using the following typology: external, operational, internal 

and information.

Leonidou (1995) designed a matrix combining internal/external and domestic/foreign 

typologies for tracing the source of export barriers. This classification scheme provides four 

categories of export barriers: internal-domestic (i.e., barriers arising from within the firm and 

relating to the home country). Examples include lack of personnel qualified in export 

marketing, poor organisation, and formalisation of firms' export departments, insufficient 

production capabilities. External-domestic (i.e., problems associated with the domestic 

environment, but lying beyond the control of the individual firm). Examples include the 

complexity of paper work involved in exporting, the high cost of capital to finance exports; 

the lack of government assistance in overcoming export barriers, and the lack of attractive 

export incentives and inadequate promotion programmes provided by the government.
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Internal-foreign (i.e., barriers relating mainly to the firm's marketing strategy in foreign 

markets). Examples include high transportation costs, difficulties in meeting product 

specifications of overseas customers; providing technical support and after sales service, 

payment problems and delays. And external-foreign (i.e., uncontrollable problems found in 

foreign markets). Examples include restrictions imposed by foreign government rules and 

regulations, the lack of information about foreign markets, language, and cultural differences, 

the lack of competitive prices and the high value of the domestic currency.

Hamill & Gregory (1997, cited in Vivekananda & Rajendran, 2006) divide export barriers 

into four main categories: the psychological barriers (i.e., perceptions of high cost and 

excessive risk, short-term perspectives, ethnocentric orientation and similar variables), the 

operational barriers(i.e., mundane paperwork, delays in payment), the organisational barriers 

(i.e., resource constraints, lack of knowledge of foreign market and restricted experience of 

international activities), the product and market barriers(i.e., related to country selection 

decisions, the need to modify outputs and tariff and non-tariff restrictions). Bagchi-Sen (1999) 

formulated a classification according to internal barriers (i.e., shortage of production inputs, 

lack of in-house expertise, employment recruitment problems), and external barriers (i.e., 

pertaining to the business environment such as government regulations, trade barriers, and the 

nature of competition).

Cicic et al. (2002) asserted that barriers (internal and external) negatively influence 

international performance, and barriers may also have an indirect influence on performance 

by their effect on international strategy. If firms feel that barriers exist and are significant, 

they may act to decrease their effect by allocating more resources to combat them. Also, they 

contended that barriers are significant for firms in early and late stages of internationalisation. 

Seringhaus and Rosson (1990, cited in Korez-Vide, 2007) created a categorisation according 

to operational/resource-based, motivational, informational and knowledge-based barrier types.

Classification of export barriers was also undertaken by Leonidou (2004) who conducts a 

comprehensive analysis of 32 studies and classifies 39 export barriers into internal, which 

correlated with organizational capabilities / resources and company approach to export 

business, and external, which related to the home and host environment within which the firm 

operates. For analytical purposes, the internal barriers were further divided into informational,
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functional, and marketing barriers, while external barriers were classified as procedural, 

governmental, task and environmental barriers.

According to Tesfom & Lutz (2006), small and medium-sized manufacturing firms in 

developing countries have encountered many export barriers when they have tried to enter 

markets in developed countries, they are multi-dimensional, closely interrelated, and they can 

be classified in five problem classifications: company barriers, industry barriers, product 

barriers, export market barriers, and macro environment barriers. Neupert et al. (2006) 

distinguished between start-up export obstacles and obstacles connected with on-going export 

operations; the first one involved recognising overseas opportunities, export documentation 

while on-going issues involved representation, servicing foreign markets, variations between 

consumers and standards. Also, Altintas et al. (2007) mentioned that export barriers are 

categorised into five areas: managerial, financial, and market-based (involving both domestic 

and international markets), firm specific and industry specific.

The OECD-APEC survey (2006b) has found that the internationalisation process of SMEs is 

mainly limited by the problems of obtaining trusty foreign representation and recognising 

foreign business opportunities followed by limited information to find and analyse markets, 

incapability to contact potential overseas customers, maintaining control over foreign 

middlemen, keen competition in overseas markets and lack of home government assistance.

Several studies have been published that show how export barriers have an effect on 

manufacturing firms from developing countries (Kaleka & Katsikeas, 1995; Burgess & 

Oldenboom, 1997; Tesfom & Lutz, 2006). A manufacturing firm is often vulnerable to a 

number of exporting obstacles identifiable at all stages of the internationalisation process, 

from the early stages to the more advanced stages (Johanson & Wiedersheim-Paul, 1975; 

Bilkey & Tesar, 1977; Bilkey, 1978; Ahmed et al., 2004). Export barriers can be encountered 

by the firm at any stage of the export development process, from pre-export and other initial 

stages to extensive levels of international involvement. However, the aggregate nature of 

these barriers tends to differ systematically from one stage to another (Leonidou & Katsikeas, 

1996). Although these differences in barriers were encountered, the literature tended 

traditionally to give emphasis to two forms of export barriers. These are, first, barriers which
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discourage firms from engaging in export activities and second, barriers experienced by firms 

which already have initiated export operations (Morgan, 1997).

Tesfom & Lutz (2006) reviewed 135 articles and compared export barriers in developed 

countries with the export barriers in developing countries. They recognised that many articles 

on export barriers in developed countries were published in the 1970s, while the results of 

their literature review suggest that the export barrier for manufacturers from developing 

countries was put on the research agenda only in the 1980s. The majority of studies have 

reported upon data gathered in industrialised typically western countries (Ahmad & Julian, 

2006; Leonidou, 2004). It is unfortunate to note that not much is known about the 

international activities of these firms in developing countries. The main reason for this is that 

they do not receive the same kind of attentions as large companies do.

While an extensive body of literature exists regarding the export practices of firms, arguably, 

much of the literature has concentrated on the activities of large multinational enterprises, and 

there is a need to further develop the knowledge of internationalisation in small firms 

(Ahmad & Julian, 2006; Rundh, 2007; Zeng et al., 2008). The overwhelming majority of 

studies examining exporting barriers facing SMEs have been conducted in America and 

Europe (Ibeh, 2003; Neupert et al., 2006). According to J^eonidou (2004:282), "The vast 

majority of studies investigated the barriers hindering the export possibilities of small firms 

within a developed-country context imposes some limitations on the generalizability of the 

findings ...Hence, to have a more complete picture on the subject, it is essential to redirect 

future research on the barriers encountered by developing country-based exporters".

Based on additional literature review of discussion with practitioners in Jordan a modified 

model of Leonidou (2004) had been developed into internal exporting barriers which 

classified into (internal barriers that correlated with organizational capabilities / resources and 

company approach to export business), for analytical purposes, internal barriers can be 

broken up into informational, functional, financial and marketing barriers. External barriers 

which classified into (external, which related to the home and host environment within which 

the firm operates), for analytical purposes, external barriers can be broken up into procedural, 

governmental, task and environmental (See figure 3.1).
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Figure 3.1: Classification of export baniers based on the modified model of Leonidou, (2004)

Internal Barriers

External Barriers

Informational

Functional

Financial

Marketing

Product

Price

Distribution/Promotions

Logistics

Procedural

Governmental

Task

Environmental

Economic

Political- Legal

Sociocultural

Insufficient information about overseas markets

Difficulty in making customer contacts

Difficulties in gaining access to some data sources

Lack of managerial time to deal with exports

Lack of personal trained to deal with exporting 

operations

Lack of export skills

Lack of excess production capacity for export

Lack of new technology

High cost of capital to finance exports

Lack of financial resources to finance exports

Actual product unsuitable for overseas markets

Difficulties in meeting export packaging

Difficulties in meeting importers' product quality

Difficulties in adapting export product design

Difficulties in setting up adequate after-sales services

Lack of competitive price to customers in foreign markets

Obtaining reliable foreign representations

Complexity/ Accessing distribution and advertising 

channel of foreign distribution channels

Unavailability of warehousing facilities abroad

High transportation costs

High insurance cost

Complexity of export documentations requirements

Inadequate communications with overseas customers

Slow collection of payments from abroad

Lack of Jordanian government incentives

Inadequate Government regulations and rules

Complex government bureaucracy

Keen Competition in export markets

poor or deteriorating in economic situation in the region

Currency fluctuations

Unconvertible foreign currencies

Political instability in foreign markets

Strict foreign rules and regulations

High tariff and non-tariff barriers

Language differences overseas

Cultural differences overseas
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3.3.1 Internal Exporting Barriers

OECD (2006a) defines internal exporting barriers to the internationalisation of SMEs as 

obstacles associated with organisational resources/ capabilities and company approach to 

internationalisation. They are divided into informational barriers, functional barriers, 

marketing, distribution, product, and price barriers. In addition, Tesfom & Lutz, (2006:270) 

explained that internal export barriers are inherent to the firm and are generally associated 

with insufficient organisational resources for export marketing. A key conclusion in the 

OECD/APEC survey suggested that member economies consider the main problems facing 

SMEs to be internal to the firms and are not associated to problems created by government 

policies or related to business environment (OECD, 2006ab).

According to Jaffe & Pasternak (1994), most researchers affirm that the main obstacles to 

exporting are internal to the firm, particularly a lack of knowledge about how to 

internationalise and attitudinal barriers such as risk perception and cultural distance rather 

than exogenous factors such as intensity of domestic and the trade barriers competition.

Katsikeas & Morgan (1994) described internal problems as problems relating directly to 

controllable issues within the firm itself. Also, internal barriers according to Leonidou (1995) 

are intrinsic to the firm and are usually associated with available organisational resources or 

approach to export marketing. For instance, problems referring to meet import quality 

standards and founding the appropriate design and image for the export market, problems 

related to the poor organisation of export departments and the firm's lack of competent 

personnel to administer exporting activities, the inability to finance exports and the 

inadequate information about overseas markets.

Leonidou (1995) contends that, generally, internal/domestic barriers are more easily 

surmountable because they can be more readily controlled and managed by the exporter. 

Furthermore, Bagchi-Sen (1999) clarified that internal barriers such as the lack of scale 

economies or the lack of in-house expertise have to be conquered first to consider export 

market development.
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In a study carried out on Slovenian firms, Korez-Vide (2007) identified that SMEs perceive 

lack of financial resources and price non-competitiveness, followed by lack of appropriate 

human resources, lack of international experiences, lack of expertise on foreign markets and 

cultural environment, lack of information, lack of knowledge on foreign languages, lack of 

expertise on the possibilities for access to informational resources and databases, 

management orientation on home market and lack of knowledge on foreign standards and 

regulation as the highest internal barriers for internationalisation.

Based on an additional literature review of discussion with practitioners in Jordan a modified 

model of Leonidou (2004) has been developed into internal exporting barriers, which 

classified into "internal barriers that correlated with organizational capabilities / resources 

and company approach to export business". For analytical purposes, internal barriers can be 

broken up into informational, functional, financial, and marketing barriers.

3.3.1.1 Informational Barriers

Information for export development is recognised as important in the internationalisation and 

export performance literature (Johnson & Vahlne, 1977; Hart & Tzokas, 1999; Cavusgil, 

1984; Czinkota & Johnston, 1983; Leonidou, 1995, 1997; Morgan & Katsikeas 1997ab). It is 

often suggested in the literature that an important constraint to export development is lack of 

information (Walters, 1983; Leonidou, 1995, 1997, 2004; Chaudhry & Crick, 1998; Silva & 

Rocha, 2001; Koksal, 2008).

Policy makers must be responsive to the information obtainable to them, then search for what 

is not readily available, and at last make good and effective use of it in order to attain a 

relative competitive advantage (Seringhaus & Rosson, 1998). Information is a prerequisite 

for effective planning activities (Morgan & Katsikeas, 1997). Crick et al. (1998) suggests that 

in order to gain competitive advantage, exporters need more specific market knowledge. As 

well, Sinkula (1990, cited in Abdullah, 2000) suggests that quick access to new technical 

information on foreign markets can play a strong role in the export performance of innovative 

firms. Abdullah (2000) revealed that SMEs export performance correlates positively with the 

frequency and diversity of external informational support.
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Koksal (2006) contended that the acquisition of information related to the market conditions 

is one of the factors disturbing the performance of companies in the marketplace, and it 

represents one of the crucial bases of sustained competitive advantage for companies in the 

marketplace. Shoobridge (2004) argued that in order for small firms to penetrate foreign 

markets, they must develop effective information management capabilities through obtaining 

the following information: How the local firms collect, sort out, analyse, use, store and 

internally distribute all export information obtained from external sources. Obtaining tangible 

information on prospective foreign markets is necessary before exporting can happen. This 

problem is critical for SMEs in developing countries since they generally lack the internal 

resources to obtain essential information, whereas large firms frequently have unique 

departments to gather information and promote their products overseas (Tesfom & Lutz, 

2006).

Informational barriers apply to barriers in identifying, contacting, and selecting international 

markets owing to information inefficiencies (Morgan & Katsikeas 1997; Leonidou, 2004). 

They can be recognised widely among four points classed as: locating/analysing foreign 

markets, finding and identifying foreign business opportunities, availability of the 

international market data and identifying and contacting overseas customers (Leonidou, 

2004).

3.3.1.1.1 Inadequate Information to Locate/Analyse Foreign Markets

Firms use export information to conquer decision-making doubtfulness produced by the 

potentially unfamiliar environment, which acts as a key determiner for entry and expansion 

decisions and is a vital prerequisite to making successful business decisions (Shoobridge, 

2004; Toften, 2005). In spite of the importance of the information in decreasing the high level 

of uncertainty encircling the heterogeneous, convoluted, and rebellious foreign business 

environment (Welch & Wiedersheim- Paul 1980; Leonidou, 2004). Numerous small firms are 

not familiar with national and international sources of information and have 

incomprehensible information requisite, specifically in regard to the verification and analysis 

of and entry into overseas markets (Watson, 2001). Consequently, the progression of the 

companies in exporting becomes unsafe, because it is often based upon personal experience 

and managerial instinct instead of persistent research and organised effort. Acquiring
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inadequate information can be a major limitation to exporting success (Keng & Jiuan, 1989; 

Burgess & Oldenboom, 1997; Toften, 2005).

Leonidou (1995) revealed that the existence of limited information to locate and analyse 

foreign markets had the greatest inhibiting effect on export behavior. Leonidou (2000) 

contends that the most serious export barrier is the limited information available first to locate 

and subsequently to analyse opportunities in foreign markets. Alexandrides (1971, cited in 

Ahmed et al., 2004) concluded that one of the major problems preventing firms from 

initiating exporting was the lack of knowledge of exporting, and difficulties in locating 

foreign markets. Al-Aali (1995, cited in Crick et al., 1998) which investigated the problems 

facing Saudi-Arabian food and chemical exporters, concluded that one of the top-rated 

problems were absence of information about foreign markets. Burpitt & Rondinelli (2000) 

found that small firms considered achieving information and knowledge about international 

markets to be one of their main significant obstacles. Koksal (2008) in his paper that tried to 

tests the effects of the export information elements on export performance found that 

information about market characteristics has a important and positive impact on performance 

because firms learn to efficiently manage competition, understand customer needs, and target 

profitable markets.

Shamsuddoha & Ali (2006) revealed that improved export knowledge would considerably 

lower the perceived barrier and complications of exporting and assist to apply proactive 

export marketing strategies. Christensen, et al. (1987, cited in Boodai, 2001) found that 

successful exporters were using market studies prior to foreign market entry three times more 

than were exporter. Inkpen & Beamish (1997) argue that small manufacturing firms can 

conquer the limitations of inadequate information about overseas markets by choosing 

partners, who enjoys such knowledge either in their home countries or in targeted host 

country markets

3.3.1.1.2 Finding and Identifying Foreign Business Opportunities

Lots of small firms face problems in deciding when to start and develop exports (Tesfom & 

Lutz, 2006), as these occasions are recognised in a reactive behaviour and commonly take the 

form of unrequested orders from overseas customers or advisory guidance by external agents 

(chambers of commerce, governmental agencies, and trade organisations), thus, small firms
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are unready and unprepared to face the challenges resulting from the international business 

environment (Leonidou, 2004). Many publications reveal that experienced and inexperienced 

SME exporters in developing countries believe that poor knowledge of potential markets 

disturbs their export activities (Kaleka & Katsikeas, 1995; Tesfom & Lutz, 2006). The lack of 

knowledge in locating foreign opportunities and promising markets is also perceived to be a 

major problem in exporting of SMEs in developing countries (Kaleka & Katsikeas, 1995). 

One of the most frequent serious obstacles to exporting reported by U.S. firms was 

insufficient knowledge about foreign selling opportunities (Bilkey 1978). Wilkinson & 

Brouthers (2006) recommends that smaller manufacturing companies can overcome the 

limitations of inadequate information about foreign markets by selecting partners either in 

their home countries or in targeted host country markets who obtain such knowledge. These 

partners contain distributors, and various types of export intermediaries.

3.3.1.1.3 Problematic International Market Data

Access to information is a most critical factor when an enterprise decides to embark on 

exporting activities (Gumede & Rasmussen, 2002). Leonidou (2004) identified three issues 

with problematic market data which are: problems related to the source (authentic, 

manipulative, and characteristic data collection methods), quality (inaccurate, and incomplete 

data), and comparability (different base years and measurement units) of the information 

needed. These issues lead to problems in attaining access to some data sources, obtaining 

opportune delivery of the information, and paying high prices to obtain these data (Chaudhry 

& Crick, 1998; Shoobridge, 2004). Palpably, these problems hamper the effectiveness of 

international marketing research therefore deforming the genuine picture of foreign markets 

and this leads to mistakes in management decisions of SMEs (Luan, 2003; Leonidou, 2004). 

Although there is a lot of free and easily accessible information, many firms enter export 

markets on an almost impulsive basis without taking advantage of this information, which 

could save time and money (Lee & Brasch, 1978, cited in Boodai, 2001).

According to Wiedersheim-Paul et al (1978), firms with a domestic location far away from 

"information centers" such as in large cities will therefore be at a disadvantage; i.e., they will 

suffer from a "spatial bias" in the flow of information. Marketers can now gain access to 

actual customer databases and market research information and merge with available trading 

partners more smoothly by the internet, which enables international marketers to achieve cost
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savings, product transformation, and improvement and faster market penetration (Axinn & 

Matthyssens, 2001; Vivekanandan& Rajendran, 2006). Zain & Ng (2006) suggests that the 

network relationships help firms to access local market knowledge and obtain business 

information and establish contacts. Korez-Vide (2007) indicates that the majority of SMEs 

have never used public support services and more than half of them do not have good 

experiences with these services. More than half of SMEs also have never used on-line 

support services since most of them seem to find searching for information too-time 

consuming.

According to Arinaitwe (2006:168) the first obstacle that occurs when generalising economic 

development trends from developed countries, to be implemented to developing countries is 

that "there is a significant difference in the economic data that is available in the developed 

countries. Although this information is becoming more readily available for developing 

nations, it is not near the quantity of data available for a developing country in Africa in 

comparison to the United States, United Kingdom, or Japan".

3.3.1.1.4 Difficulty in Making Customer Contacts

Distinguishing customers in overseas markets comprise severe obstacles. Leonidou (2004) 

divided these obstacles into three categories: (1) the long distance between sellers and buyers 

in foreign markets 'psychic distance'; (2) obstacles in communication between the two 

parties; and (3) the limited exposure to sources listing potential customers. Problems faced by 

exporting firms not only occur in eliciting the information, but also arise in the transmission 

of marketing-communications with overseas customers (Katsikeas & Morgan, 1994; Haron, 

2002). Bilkey (1978) found that inadequate knowledge of foreign sales practices and lack of 

foreign market contacts were common problems in exporting. In addition, Bilkey clarified 

that these problems expected to be controlled by the advances in database technology. Many 

of the problems of exporting stem from unfavourable environmental condition such as access 

to relevant information distance to markets (Barrett & Wilkinson, 1985; Poh-Lin, 2000).

Cicic et al (2002) stated the more information the firm acquired via overseas visits the 

stronger its market orientation-critical in services to achieve high levels of service quality, 

which intensifies performance. Ul-Haq & Oktemgil (2005) revealed that those who utilise 

market focused information such as that provided from consumer market research experts and
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overseas trade associations tended to perform better than others do. Kau & Tan (1989, cited 

in Watson, 2001) in a study of 156 Singaporean SMEs found that the main barriers facing 

exporters were obtaining information about foreign markets and establishing contacts with 

foreign buyers. According to Wilkinson & Brouthers (2006), the restrictions of inadequate 

information about foreign markets by smaller manufacturing firms can be overcome by 

selecting partners either in their home countries or in targeted host country markets who hold 

such knowledge. These partners consist of international not-for-profit trade/export 

associations, distributors, and various types of export intermediaries. Poh-Lin (2000) firms 

enhanced their export performance throughout interactions with key people in the SME's 

industrial sector, by spending more time and effort on finding foreign customers through the 

Internet, working with foreign representatives and customers and developing prospects from 

trade shows.

3.3.1.2 Functional Barriers

Functional barriers are classified into four barriers, limitations in managerial time, 

inadequate/untrained export workers, unavailable production capacity, and lack of new 

technology. Numerous studies focus on these barriers (Vozikis & Mescon, 1985; Morgan & 

Katsikeas 1997ab; Leonidou, 2004).

3.3.1.2.1 Lack of Managerial Time to Deal with Exports

The success of a firm's export marketing activities depends on the attitudes and 

characteristics of the managers (Cicic et al., 2002; Tesfom & Lutz, 2006). Internationalisation 

should be a part of the culture from top management to production personnel (Wilkinson & 

Brouthers, 2006). Moreover, top management commitment to internationalisation improves 

services export performance (Cicic et al., 2002). In terms of internationalisation, the most 

frequently mentioned SMEs weakness is everyday management, which leaves managers with 

very little time to think about and plan major strategic shifts such as foreign trade (Wilkinson 

& Brouthers, 2006; Diamantopoulos & Kakkos, 2007). Numerous literatures suggested that 

the owner probably has a significant share of control over most or all decisions and actions, 

and the behaviour demonstrated by managers toward exporting plays an important role in 

whether or not firms become involved in exporting (Wiedersheim-Paul et al., 1978; Kazem & 

Heijden, 2006; Tesfom & Lutz, 2006). As stated by this, the major reason that most firms do

74



not export is because their managers are not encouraged or determined to export (Bilkey & 

Tesar, 1977; Cavusgil & Nevin, 1981; Czinkota & Johnson, 1983; Neupert et al., 2006).

A negative managerial attitude toward exporting also constrains SMEs activities within 

international markets (Kaleka & Katsikeas, 1995). Time is probably the most limited resource 

available to any SMEs owner (Barkham et al., 1996; Bagchi-Sen, 1999; OECD, 2006ab; 

Freeman & Reid, 2006). In small firms, the decisions are commonly taken via a single 

decision-maker, who lacks the time to deal with activities other than those taking place in the 

home market, this circumstance is more obvious in the firms with managers who relate 

exporting with higher risks, lower profits, and greater costs compared to domestic business 

(Leonidou et al., 1998; Leonidou, 2004; Ibeh, 2004; Wilkinson & Brouthers, 2006).

3.3.1.2.2 Lack of Personal Trained to Deal with Exporting Operations

Abdel-Malek (1978, cited in Chaudhry, 1996) states that because smaller firms may have 

limited resources, experienced personnel may not be ready to work for them for reasons such 

as salary, prestige and other such factors, which make recruitment of staff with experience in 

exporting difficult. This implies that smaller firms are likely to lack managers with 

experience in export issues. To this effect, many small firms complain that they do not have 

adequate workers to cope with the excess work demanded by export operations (Cassell et al., 

2002; Leonidou, 2004). Simpson (1973, cited in Chaudhry, 1996) found that 69 percent of 

non-exporters admitted they could export, and concluded that the reason why they did not 

was managerial apathy. Problems related to human resources may arise because of lack of 

particular knowledge and know-how to deal with such export business tasks (Koksal, 2006; 

Diamantopoulos & Kakkos, 2007). This can be attributed to insufficient training and 

improvement of company workers in export business issues (Naidu & Prasad, 1994; 

Bloodgood et al., 1996; Barkham et al., 1996; Cicic et al., 2002; Al-Madhoun & Analoui, 

2004; Freeman & Reid, 2006; Korez-Vide, 2007; Westhead, 2008).

Tuncer & Uner (1993, cited in Koksal, 2006) in their study on Turkish exporting companies 

resolved that the lack of qualified export personnel is an inhibiting factor for entering new 

foreign markets. As well, Katsikeas & Morgan (1994) found that the lack of qualified export 

personnel and experts in export consulting as one of the most important barriers for Greek 

food-exporting manufacturers to Germany. According to Karagozoglu & Lindell (1998), one
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of the main barriers to internationalisation is a lack of managerial knowledge and competence 

and the importance of personnel factors like international business skills. Ibeh (2004) found 

that the lack of qualified decision makers was a barrier to internationalisation. Aggarwal 

(1986, cited in Tesfom & Lutz, 2006) indicated that the quality of manufactured products in 

Venezuela, Argentina and Chile stay at a low level due to low quality human resource. 

Leonidou (2000) indicated that one of the main barriers to export was the existence of 

inadequate and untrained export staff. Also, Malaysia's march towards high technology 

development has been hindered by a lack of skilled manpower (Osman, 2000). The training 

of workers in export operations positively and significantly affect the probability of exporting 

(Alvarez E., 2004; Arinaitwe, 2006). According to Koksal (2006), export training can be 

provided by different bases. For instance consultancy companies, universities, export 

promotion centers and chambers of trade and industry.

3.3.1.2.3 Lack of Excess Production Capacity

The extinction of utilised production capacity prevents many firms from starting to exporting 

or to enlarging export business (Leonidou, 2004). This explains why many small firms cite 

exporting as a slight business activity to take on if there is availability of production 

resources (Leonidou et al., 1998; Wilkinson & Brouthers, 2006). Many SMEs cite the 

existence of under-utilised production capacity as a motive to start exporting (Brooks & 

Rosson, 1982 cited in Shoobridge, 2004; Morgan & Katsikeas, 1997). Leonidou, (2004) 

clarified that although the existence of unutilised production capacity stimulates many firms 

to begin exporting the reverse acts as a barrier to initiating or to expanding export business. 

This illustrates the fact that many SMEs are more likely to export when global market 

opportunities are more promising than domestic ones and when they detect insufficient 

demand in domestic markets (Shoobridge, 2004). Along the same lines, Some SMEs export 

when there is limited demand in the domestic market, and then stop exporting when domestic 

market conditions improve (Westhead, 2008).

According to Burgess& Oldenboom (1997), South African firms perceive utilisation of 

excess capacity, expansion into neighbouring countries and export incentives from local 

government to be important barriers to export. Bloodgood et al. (1996) found that firms with 

resources that are suitable for international activities are more likely to engage in exporting
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than firms that do not possess these resources. Zeng et al. (2008) found that a major 

impediment to SME expansion, in comparison to large firms, is the lack of economy of scale.

3.3.1.2.4 Lack of New Technology

Technological resources are frequently mentioned in the literature as assets that can provide a 

firm with a stronger competitive position in foreign markets (Leonidou, 2004; Wilkinson & 

Brouthers, 2006). Technological innovation may affect the export status of a firm by 

increasing productivity and reducing costs by developing new goods for international markets 

(Alvarez E., 2004). Technology intensiveness is consistently found to be related to propensity 

to export (Cavusgil & Kevin, 1981; Aaby & Slater, 1989). In spite of great technological 

advancements globally, small firms are still hampered by their lack of technological 

implementation. Without this, technology small firms find it difficult to either compete or 

grow (Arinaitwe, 2006).

In developed countries technology is an important source of competitive advance over local 

producers but in less developed countries other sources of competitive advantage, for 

example low costs could be more important (Cavusgil, 1984; Cooper & Kleinschmidt, 1985; 

Aaby & Slater, 1989; Arinaitwe, 2006). According to Porter at al. (1996, cited in Osman, 

2000) the technological infrastructure promotes high technology competitiveness. 

Nevertheless, a high technology infrastructure is costly to establish and maintain and it may 

be beyond the reach of most developing countries. Dicle & Dicle (1992, cited in Tesfom & 

Lutz, 2006) mentioned lack of new technology as an export barrier to Turkish manufacturing 

firms. Korez-Vide (2007) mentioned that low technological equipment is also an important 

barrier for internationalisation of Slovenian SMEs. Ul-Haq & Oktemgil (2005), and 

Karadeniz and Gocer (2007) observed existence of inadequate technology as an export barrier, 

which has a strong relationship with performance. As well, Zeng et al. (2008) found that 

technology level, cost control, and brand consciousness are the top three most important 

factors affecting the competitiveness of internationalisation of manufacturing in China.

3.3.1.3 Financial Barriers

SMEs still perceive access to finance to be their most important constraint on meeting their 

business objectives to initiate or finance export sales (Katsikeas & Morgan, 1994; Jaffe &
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Pasternak, 1994; Kaleka & Katsikeas, 1995; Alvarez E., 2004; Tesfom & Lutz, 2006; Abor & 

Biekpe, 2007; Karadeniz & Gocer, 2007; Westhead, 2008). Commercial banks, which are the 

main source of finance, are unwilling to provide loans to small firms and have never really 

liked small business customers, as these firms are often unable to pledge enough collateral 

(Barrett & Wilkinson, 1985; Tagoe et al., 2005). Larger firms are seen as less risky than 

SMEs, due to the high level of uncertainty surrounding SMEs and due to their higher rate of 

failure (Al-Mahrouq, 2005). Providing loans is an activity that implies that the cost per dollar 

lent is high for small loans, this activity entails important fixed costs associated with loan 

appraisal, supervision, administration, and collection (O'Rourke, 1985; Al-Mahrouq, 2003; 

Arinaitwe, 2006). Smaller firma face financial constraints that impose and additional 

limitation on their development of activity to internationalise (Zeng et al., 2008).

In addition, there is also little information regarding the small-scale business 

owners/managers so that banks can better evaluate their loan proposals (Eyiah, 2001, cited in 

Arinaitwe, 2006). As a result, banks would have to charge higher interest rates on such loans 

to generate the required returns (De Gobbi, 2003). The information gap is further aggravated 

by the fact that the bank is not collecting information about economic sectors and SMEs in a 

structured way. The result is a high rejection rate of credit applications (Austin, 1994; Tesfom 

& Lutz, 2008). In addition, credit unworthiness and transaction costs are reported as major 

factors that reduce access to credit in SMEs (Collier & Gunning, 1999; Tesfom & Lutz, 

2006). According to (OECD , 2006a) it emerges that SMEs who consider scarcity of working 

capital to finance to be a serious problem also have difficulties with granting credit facilities 

to foreign customers, and slow collection of payments from overseas.

Bell (1997) in his study of small computer software firms in Finland, Ireland and Norway, 

identified lack of finance as one of the greatest problems for exporters and that these 

problems often intensify with increased international exposure. Also, Bilkey (1978) 

concluded that lack of finance was one of the most frequent serious obstacles to exporting. 

The lack of specific financial instruments for external trade is perceived to be one of the most 

significant obstacles to export in Brazilian firms which decrease the firm's ability to enlarge 

their operation abroad (Silva & Rocha, 2001). Lozi (2008) argued that despite the 

attractiveness of small industries for investment, financial institutions in Jordan seem hesitate
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of finance this industry since these industries are characterised as being traditional assets, 

high risk and their low prices when comparing the capital assets of the large scale.

According to Arinaitwe (2006), the supply and demand for finance for small-scale businesses 

in developing countries significantly impacts on their growth and development. Tesfom & 

Lutz (2006) indicate that SMEs in developing countries run into problems for lack of timely 

and adequate working capital that not only adds costs but can also imperil the whole 

production operation. Collier & Gunning (1999) contend that in Kenya, the delaying of 

payments was the most common form of dealing with unexpected liquidity shocks and more 

than half of the trade credits were extended. Frances (1987, cited in Tesfom & Lutz, 2006) 

identified unsatisfactory financial facilities as the major export barrier in a study of 75 

Venezuelan exporting manufacturers. Ahmed et al (2004) in his investigation that explores 

the export obstacles that Lebanese entrepreneurs face when engaging in international 

business identified that most manufacturers perceive the lack of capital to finance expansion 

into foreign markets as one of the main obstacles to export. Availability of finance has been 

cited a key constraint to growth of small firms in Malaysia's march towards high technology 

products for export (Osman, 2000). As well, Kau & Tan (1989, cited in Watson, 2001) in a 

study of 156 Singaporean SMEs, they found that one of the main obstacles facing exporters 

was granting credit to foreign buyers.

According to Ajlouni (2006), access to finance is one of certain common problems facing all 

SMEs in Jordan. This can be observed in the firms' need for funds to start-up and grow. The 

banking sector (as the main source of finance) is reluctant to lend to SMEs since they are 

unable to pledge enough collateral and sometimes their newness translates as an insufficient 

track record. The paper mentions another problem of gaining access to finance owing to the 

owner managers' of SMEs attitude towards the sources of finance available to them and their 

lack of financial and accounting knowledge. Banks generally aim to maximize their profits, 

so they must simultaneously seek the highest possible return on loans and securities, reduce 

risk and make adequate provision for liquidity by holding liquid assets. Therefore, to assuage 

this problem, according to the Al-Mahrouq (2003) government should activate its role 

through enhancing the loan guarantee scheme and regulations in addition to activating the 

values of SMEs.

79



3.3.1.4 Marketing Barriers

Marketing is the process of planning and executing the conception, pricing, promotion and 

distribution of ideas, goods, and services to create exchanges that satisfy individual and 

organisational objectives (Simpson et al., 2006:361). Export marketing strategy is a major 

contributory factor to the success or failure of small firms. It represents the guidance behind 

pursuing the export venture and reflects the organisation's approach to internationalising their 

business (Chaudhry, 1996; Osman, 2000; Bonner & Mcguinness, 2007). Saixing et al. (2009) 

found that marketing capability of firms plays the most important role in improving 

performance of firms that go internationalisation.

According to Keng & Jiuan (1989) and Burpitt & Rondinelli (2000) the main problems of 

exporting SMEs face relate to the marketing mix in the international field, problems in 

matching competitors' prices, promoting products and setting up distribution networks 

overseas. Ghauri et al. (2003) focuses on export marketing problems of manufacturing firms 

in developing countries. In addition, to break export-marketing barriers, many companies in 

developing countries have used networks as a mechanism to assuage these problems. 

According to Boodai (2001:69) marketing mix is "the goal of any marketing plan or 

strategy... combination of four major sets of variables -product, distribution, promotion, 

and price ... the management of marketing mix elements is a very critical determinant of 

international marketing performance". Leonidou (2004) suggested that marketing barriers 

link fundamentally with the company's product, pricing, logistics, distribution, and 

promotional activities abroad.

3.3.1.4.1 Product

Actual product unsuitable for overseas markets

Small firms are in a weaker position concerning developing pioneering products for the 

international market owing to lack of research and development capabilities, lack of 

managerial skill and limited financial resources (Buckley, 1989; Bell & Demic, 1996; 

Bagchi-Sen, 1999; Osman, 2000; Silva & Rocha, 2001; Leonidou, 2004). Bagchi-Sen (1999) 

& Buckley (1989) Found that limited personal and financial resources and limited software 

and hardware resources are great threats for SMEs when becoming internationalised and lack
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of access to capital reduces the competitive advantage of SMEs compared with large firms in 

developing new products for foreign markets, because many small firms believe that 

exporting is a marginal business activity, which can be attributed to excess production.

Katsikeas & Morgan (1994) suggested that local product standards, customer standards and 

buying habits may be improper for foreign sales and may need adjustment. Christensen et al 

(1987, cited in Tesfom & Lutz, 2006) indicated that while Brazilian firms were exporting 

standardised products, they could have done better if the product was matched to the 

requirements of the target market. Small firms in some way can get out of this situation by 

following strategic agreements with other companies who know how to produce new 

products globally (Leonidou, 2004).

Shi (2003) mentioned that manufacturers and operations managers have to pay more serious 

attention to the higher value of producing new products instead of only concentrating on 

existing products. Barkham et al (1996) argued that there is a strong relationship between the 

number of new products, number of improvements made to products and between growth of 

the company. As well, Christensen et al. (1987, cited in Aaby & Slater, 1989) and 

Diamantopoulos & Inglis (1988, cited in Boodai, 2001) found that firms with multiple 

product lines flourish more in their export activates. Lee and Habste-Giorgis (2004, cited in 

Eusebio et al., 2007) conclude that companies that export multiple product lines produce 

better foreign results. In addition, according to Q'Cass & Julian (2003:371) a high degree of 

product adaptation is needed in a competitive export market due to intense competitive 

pressure because "product adaptation can help gain a competitive superiority over rivals. 

However, a product that has to be adapted to the domestic market because it is unique, new 

to the company, culture-specific or because the export market is competitive may have limited 

acceptance in the export market".

Difficulties in adapting export product design

Numerous studies found that the design and quality of products, product uniqueness, pricing, 

technology, and technology intensiveness are consistently found to be related to propensity to 

export and linked to export performance (Cavusgil, 1984; Cooper & Kleinschmidt, 1985; 

Lages & Montgomery, 2004). Dominguez & Sequeira (1991) noted in their study that most 

successful exporters adapted their products to the target market needs. As well, Czinkota &
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Johnston's (1983) found that the issue of product adaptation was of greatest importance to 

firms and caused a widespread concern in their study of 237 small-and medium-sized US 

manufacturers of avionics, instruments, and material handling equipment. Leonidou (2004) 

argued that though such adaptations are significant in attainment product acceptance and 

increasing company sales, many firms face several problems related to: (1) increase in unit 

costs caused by lack of economies of scale; (2) weak organisation and control of exporting 

operations; (3) variations in marketing support activities overseas; (4) variations in 

purchasing power; (5) and different consumer tastes.

Morgan & Katsikeas (1997) found the main important barriers that firms perceive are 

meeting export product design, style, quality, packaging and labeling requirements. Katsikeas 

& Morgan (1994) argued that the reasoning for smaller firms to become engaged in fewer 

product adaptations lies in the notion that they perceive this area as being more problematic 

than larger firms and thus overlook critical adaptation requirements. International product 

design orientation through active involvement in R&D activities correlates positively with 

export intensity (Abdullah, 2000). Alan MacPherson (1995, cited in Abdullah, 2000) revealed 

in his study of 99 small and medium sized manufacturing firms producing medical and dental 

equipments that firms that design their products to serve international markets are more 

successful in comparison to those who serve the needs for domestic markets only.

Shoobridge (2004) found that different competitive advantages are linked to export 

performance. Examples of these are the design and quality of products and product 

uniqueness. Zou & Stan (1998) concluded in their review of empirical groundwork between 

(1987 and 1997) that product adaptation and product strength are important determinants of 

export sales, profits and growth, a possibly clarification for this is that an adapted product can 

meet foreign consumers' needs and performances better and that a strong product allows a 

firm to transfer it comfortably to the foreign markets. According to Q'Cass & Julian (2003) 

the adaptation of the product and promotion are necessary to meet customers' product use 

conditions and to educate customers in using and maintaining the product.

Difficulties in meeting importers'product quality

Quality of the product is often indicated as one of the most important conditions for entering 

and remaining in foreign markets (Cicic et al., 2002; Tesfom & Lutz, 2006). Similarly, good
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product quality and design as well as good product marketing helps increase success (Watson, 

2001). Quality standards for certain categories of goods, have been forced from many foreign 

governments by using particular legislation or regulations aiming to protect the health and 

safety of the host country's population, thus making product adaptations necessary despite the 

possible problems of these requirements which the small firm may encounter. The smart 

manager ought to take advantage of quality standards to improve quality in the organisation 

and to create a competitive advantage (Leonidou, 2004). Tesfom & Lutz (2006) contends that 

quality is generally designated as one of the essential conditions for entering and remaining in 

foreign markets. It concerns packaging, founding the suitable design for export markets, and 

meeting importers quality standards.

Aggarwal (1986) pointed out that manufacturers in countries such as Argentina, Venezuela, 

and Chile are facing product quality barriers. Tesfom & Lutz (2006) grouped the product 

barriers that influence the export marketing strategy of the firm into quality and technical 

adaptability. Shoobridge (2004) found that different competitive advantages are linked to 

export performance. Examples of these are the design and quality of products and product 

uniqueness. According to Arinaitwe (2006), a lack of ability to produce efficiently, advance 

product quality, and improve designs can lead to disaster. Reijonen (2005, cited in Reijonen 

& Komppula, 2007) found in his study that craft entrepreneurs and the quality of the product 

were the most significant factors affecting success. Joynt (1982, cited in Aaby & Slater, 1989) 

reported that Norwegian exporters perceive their most important competency to be product 

quality.

Difficulties in meeting export packaging

Many products sold overseas must be packaged in a convincing way to meet foreign tastes 

and preferences. They must be written in a specific language and must include specific 

information required by the host country, the expiry date, type of ingredients and net/gross 

weight, and storage. However, lots of small firms find these adjustments in export packaging 

and labelling require a lot of time and expense (Leonidou, 2004). Morgan & Katsikeas (1997) 

found the main important barriers that firms experience are meeting export product design, 

style, quality and packaging and labeling requirements.
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3.3.1.4.2 Price

The tendency toward globalisation of markets has made pricing strategy increasingly 

significant for export marketing research and practice (Sousa & Bradley, 2009). With the 

increasing number of firms that choose to export as a means of following international 

development, the understanding of export pricing strategy is essential since it may have an 

influential and immediate effect on a firm's performance. Developing an effective pricing 

strategy is difficult, and failure leads to missed opportunities and lower profits (Lancioni,

2005). Understanding the influences on export pricing decisions, particularly the degree of 

adaptation that may be required and the difficulty in matching competitors' price is vital 

because of the effect on the firm's revenue and profit levels (Sousa & Bradley, 2009).

Lack of Competitive price to Customers in Foreign Markets

Prices, competitiveness, and flexibility are important variables in export marketing ventures 

(Boodai, 2001; Leonidou, 2004). Many studies indicated a significant relationship between 

pricing and export performance (Chaudhry, 1996; Osman, 2002; Leonidou, 2004; Arinaitwe,

2006). Christensen et al. (1987, cited in Boodai, 2001) found that successful exporters rely on 

internationally competitive prices. A problem quoted frequently by small manufacturers is 

their lack of ability to offer overseas customers sufficient prices (Keng & Jiuan, 1989; Kaleka 

& Katsikeas, 1995). Leonidou (2004:11) explained that export prices can be escalated due to 

"higher administrative, operational, and transportation expenses linked with exporting; extra 

taxes, tariffs, and fees imposed when entering the host country; and the higher cost of 

marketing and distributing the goods in foreign markets".

Difficulty in matching competitors' prices in international markets was a barrier for most 

exporters (Kaleka & Katsikeas, 1995; Burgess & Oldenboom, 1997; Tesfom & Lutz, 2006). 

According to Leonidou (2004), this problem can be related to a number of factors: (1) 

existence of unfavourable foreign exchange rates ;( 2) diversities between countries in the 

cost structure of production, distribution, and logistics ;( 3) in the implementation of dumping 

practices by competitors and providing financial assistance to the local industry by 

government. However, small exporters can in some way assuage this problem by working in 

niche markets and competing on non-price considerations (Porto, 2005). Sousa & Bradley 

(2009) found in their study that the degree of price adaptation is strongly influenced and
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conditioned by the degree of product, promotion, and distribution adaptation as well as by the 

differences that exist between the home and the foreign market.

Numerous researchers identified pricing of the product in the international market as a barrier 

that can inhibit exporting progress (Barrett & Wilkinson, 1985; Keng & Jiuan, 1989; 

Katsikeas & Morgan, 1994; Burgess& Oldenboom; 1997; Leonidou, 2000; Ghauri et al., 

2003; Tesfom & Lutz, 2006). Morgan & Katsikeas (1997) mentioned that the inability on the 

part of firms to distribute products to export destinations at competitive prices was a 

fundamental operating constraint for most firms. Also, Tesfom & Lutz (2006) show that 

pricing a product is difficult for a manufacturer in a developing country that has insufficient 

information about the export market. Along the same lines, Ural (2009) found that exporting 

firms often complain about difficulty of differentiating their product prices from those of 

foreign competitors. The solution to price competition is to develop a differentiated offer, 

delivery, and image.

3.3.1.4.3 Distribution & Promotion

Complexity /Accessing Foreign Distribution/Advertising Channels

Distribution relates to the activities through which products are made available to the 

customer when and where they want to buy them (Boodai, 2001). The channel of distribution 

refers to "A group of individuals of organizations directing products from producers to 

customers" (Pride & Ferrell, 1995:390, cited in Boodai, 2001). One of the greatest challenges 

for exporting SMEs is the identification, qualification, and management of overseas agents 

and distributors (Bilkey, 1978; Aaby & Slater, 1988; Keng & Jiuan, 1989; Morgan & 

Katsikeas, 1997b; Wilkinson & Brouthers, 2006: OECD, 2006ab; Winch & Bianchi, 2006; 

Racela et al., 2007). Distribution is a major problem area in exporting for many SMEs in 

developing countries since they lack information about marketing channels (Tesfom & Lutz, 

2006). The distribution and advertising method is different not only between the home and 

host countries but also among foreign markets (Leonidou, 2004). Clearly, these differences 

cause severe problems for the small exporting firm which has to change its distribution and 

advertising methods under the idiosyncrasies of each foreign market (Keng & Jiuan, 1989; 

Leonidou, 2004). Aaby & Slater (1989) found in their review of fifteen studies that associate 

export propensity to the management perception of distribution importance. Furthermore,
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they found that all these studies confirmed that management perceived distribution as a 

success factor in export performance. According to Alvarez (2004), greater controls of 

distribution activities, as well as the time of delivery of the product, guarantee a more active 

exporter.

Also, the ability of SMEs to access appropriate distributor channels can be hampered by 

competitors that already control distribution, or due to the high cost of managing these length 

channels (Leonidou & Katsikeas, 1996; Cadogan et al., 2002; Wilkinson & Brouthers, 2006). 

Yan (1998) concludes that the unavailability of distribution channels has been frequently 

cited as the reason behind the failing of many foreign market ventures. Axinn & Matthyssens 

(2001) state that SMEs that do not have existing sales channels into overseas countries might 

make use of the internet to sell into new markets. A way to conquer this problem is to 

develop a network relationship with a foreign partner particularly, one with well-established 

distribution channels (Zain & Ng, 2006).

Pride & Ferrell (1995:510, cited in Boodai, 2001) define promotion as "communication with 

individuals, groups, or organisations to directly or indirectly facilitate exchanges by 

informing and persuading one or more audiences to accept an organisation's products". 

According to Shamsuddoha & Ali (2006) in their study of the impact of export promotion 

programs on firm export performance, reveal that export promotion increases firms' 

information and experiential knowledge, increases export commitment and motivates 

managers to seek a positive attitude and better perception toward exporting. Wilkinson & 

Brouthers (2006) and Leonidou et al. (2002) found a positive relationship between export 

promotion programs and firm performance. The basis for the expected differences in the 

performance impact of export promotion assistance stems from export activities involving a 

big amount of detailed and various information, requiring large paperwork, and needing a 

large amount of managerial and financial resources (Gentiirk & Kotabe, 2001).

Volpe-Martin & Carballo (2008) found that export promotion actions are associated with 

increased exports, primarily along the extensive margin, both in terms of markets and 

products. As well, Cavusgil (1983, cited in Boodai, 2001) in his research on success factors 

in export marketing found promotion to be one of the variables that needed most modification 

to suit the foreign market. In addition, usage of export promotion programs enables a firm to
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decrease operating costs and become more profitable and consequently more efficient in its 

export activities (Gentiirk & Kotabe, 2001).

Export promotion programs are provided by governments to help firms, especially small and 

medium-sized ones, overcome real or perceived obstacles to exporting. The goal of export 

promotion programs is to enhance export performance by improving firms' capabilities, 

resources, and strategies and overall competitiveness (Francis & Collins-Dodd, 2004). 

Overseas visits are also found to be a popular approach to meeting foreign customers and 

competitors and overseas agents, followed by personal contacts overseas and trade fairs 

(Cavusgil, 1984; Hart et al., 1994). According to Gentiirk & Kotabe (2001), export promotion 

assistance generally contains: export service programs such as seminars for potential 

exporters, and export financing; market development programs such as dissemination of sales 

leads to local firms, participation in foreign trade shows, and export newsletters.

Denis & Depelteau (1985) and Reid (1985) found that experiential activities such as trade 

shows and trade missions have been seen to lead to higher levels of performance and attempt 

to shrink the problems connected to marketing as they allow managers to rapidly obtain 

information about export markets and the process of exporting. Inadequate advertising and 

promotion programs are also revealed as other factors that hinder export activities (Kaleka 

and Katsikeas, 1995; Tesfom & Lutz, 2006; Cadogan et al., 2006). Some previous work 

found a positive relationship between export promotion programs, trade shows, and firm 

performance (Seringhaus & Rosson, 1998; Wilkinson & Brouthers, 2000; Alvarez E, 2004; 

Wilkinson & Brouthers, 2006). In addition, they discovered that firms who publicise these 

services are better able to adapt their pricing strategy to international markets.

Obtaining Reliable Foreign Representation

Settings up business in foreign countries require firms to develop a distribution channel and 

find reliable foreign representation to market its products (Aaby & Slater, 1989; Zain & Ng, 

2006). For smaller firms, distributors are typically the most important link between the firm 

and the customer (Leonidou, 1995; Wilkinson & Brouthers, 2006; Freeman & Reid, 2006). 

However, it is not easy to find reliable representation overseas and is regarded as one of the 

major challenges facing exporters due to the difficulty in finding foreign representatives who 

would meet the product variety, logistical arrangements, warehouse facilities, market
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reputation, relationships and cooperation with government requirements of the exporter 

(Katsikeas & Morgan, 1994; Burgess & Oldenboom, 1997; Wilkinson & Brouthers 2000; 

Leonidou, 2004). Leonidou (2000) proposes that the most important exporting problem is that 

of finding appropriate overseas partners to act as company representatives in these markets.

Elliot & Krasnostein (1990, cited in Burgess & Oldenboom, 1997) contend that identifying 

suitable foreign agents emerged as the second most reported major limitation for Singaporean 

firms. According to Cardoso (1980, cited in Tesfom & Lutz, 2006) getting a reliable 

distributor who will represent the company adequately was viewed as very difficult. However, 

this can be assuaged by offering positive incentives like competitive profit margins and 

market research assistance, which, however, are not found easily among small firms 

(Leonidou, 2004). Racela et al. (2007) suggest that the exporter who is involved in greater 

market-oriented behaviours may reduce uncertainty and develop a better realisation of 

overseas distributor's business environment and practices, thus, making it possible for the 

exporter to meet the requirements of its distributor.

3.3.1.4.4 Logistic

Unavailability of Warehousing Facilities Abroad

Selling goods through borders leads to many difficulties with resupplying the overseas 

market adequately due to unavailability of warehousing facilities abroad (Voerman, 2003). 

Leonidou (2004) argues that transportation postponements and unanticipated occurrences can 

create shortages of the company's products overseas. This may lead to some problematic 

conditions for the exporter, such as: lost profits and sales from possible and existent 

customers and additional costs when applying a quicker transportation way to launch 

merchandise overseas. Lots of firms sustain that the more distant the foreign market the more 

important the probability of experiencing product shortages (Voerman, 2003).

According to Tesfom & Lutz (2006), one of the most significant factors for exporting SME's 

in developing countries is the supply of raw materials. For instance, in Zimbabwe, firms carry 

large stocks of supplies, normally for three months. As a consequence, this results in high 

transaction costs and doubtfulness to conclude long term contracts with foreign buyers.



Excessive Transportation/Insurance Costs

Excessive transportation and insurance costs arise from long distances between foreign 

markets, which usually lead to delays in product delivery and increasing transportation and 

insurance costs (OTtourke, 1985; Barren & Wilkinson, 1985; Bell, 1997; Burgess & 

Oldenboom, 1997; Collier & Gunning, 1999). Procurement of inputs from distant sources is 

subject to transportation costs and other trade obstacles that increase the price of the acquired 

inputs (Hashai, 2003). Managing these cost are often a problem, although the intensity of this 

problem will differ according to the market to which the SME wishes to have access (OECD, 

2006a). Logistical problems with transporting goods to overseas customers are expected to 

lumber exporters and limit the attractiveness of exporting for the domestic firm (Katsikeas & 

Morgan, 1994; Morgan & Katsikeas, 1997b; Burgess & Oldenboom, 1997; Cicic et al, 2002; 

Voerman, 2003). According to Leonidou (2004), these circumstances are more vital in 

countries characterised with large distances. Poor infrastructural facilities and limited 

availability of transportation means, the increased risks connected with selling goods 

overseas also need extra insurance coverage. This leads to raising the cost of the product and 

its price to the end user (Voerman, 2003).

Sullivan & Bauerschmidt (1990) concluded in their study on a sample of 62 European forest 

products firms that high transportation costs to ship products to foreign markets was one of 

the major barriers for firms in international business. Porto (2005) found that transport costs 

are the most important trade facilitation barrier. Al-Aali (1995, cited in Crick et al., 1998) 

investigated the obstacles facing Saudi-Arabian food and chemical exporters and found that 

the high overseas transportation cost as one of the top-rated obstacles fierce competition in 

the foreign market. Silva & Rocha (2001:599) argue that "warehousing, loading, and 

unloading procedures as well as bureaucratic requirements and an often long waiting line 

can make sea transportation unreasonable, forcing companies to use roads as a viable and 

less costly alternative. As a result, insurance costs can be high, making it difficult to serve 

those markets from Brazil".

3.3.2 External Exporting Barriers

OECD (2006a) and Korez-Vide (2007) define that external barriers stem from the home and 

host environment within which the firm operates such as procedural, customer and
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competitor, and business environment barriers. Numerous literatures investigate the 

environmental factors that serve to encourage or discourage businesses to export in general 

and produce lists of specific export barriers (Bilkey & Tesar, 1977; Czinkota & Johnson, 

1983; Wilkinson & Brouthers, 2006; Korez-Vide, 2007).

External barriers stem from the environment within which the firm operates (e.g., 

unfavourable fluctuating by foreign exchange rates) (Leonidou, 1995). According to Ghauri 

et al. (2003) and Tesfom & Lutz (2006), external export barriers are related to the industry, 

the export market, and the macro environment. Macro environment barriers are factors not in 

the firm's control, such as the lack of suitable trade institutions, unfavourable exchange rates, 

lack of a stimulating national export policy and international agreements. These problems are 

often classified as exogenous economic barriers for the firm (Leonidou, 2004).

The result of Neupert et al (2006) study after using the distinction between "internal" and 

"external" barriers noted by Leonidou (2004) revealed that the most of the barriers 

encountered by the Idaho firms would be classified as "external" that is, relating to country 

differences in rules and regulations, as well as socio-cultural and procedural differences.

Many researchers have recognised that the origins of a substantial number of exporting 

barriers facing firms are couched in the external environment (Silva & Rocha, 2001; Neupert 

et al., 2006; Tesfom & Lutz, 2006). According to Katsikeas & Morgan (1994) the nature of 

these problems differs greatly from concerns with financial issues (such as currency 

devaluation; exchange rate fluctuations and limited hard currency for international trade), to 

situations of a more regulatory kind like dealing with bureaucracy within public agencies, and 

lack of government support in conquering export difficulties.

Silva & Rocha (2001) observed that the most common obstacles perceived by exporters to the 

Mercosur were external to the firm. Also, according to Watson (2001) external constraints 

were perceived to be more of a problem than internal constraints. As well, Koksal (2006) 

found that the most important export barriers that firms encounter in his study of Turkish 

companies are generally related to macro environment in which they operate, such as the 

continuously changing Turkish Lira exchange rate, the economical instability, the extensive
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export documentation requirements from government bodies, and inadequate government 
export incentives.

Based on additional literature review of discussion with practitioners in Jordan a modified 

model of Leonidou (2004) has been developed external barriers which related to the home 

and host environment within which the firm operates and for analytical purposes, external 

barriers can be broken up into procedural, governmental, task and environmental.

3.3.2.1 Procedural Barriers

Procedural barriers normally consider three issues: unfamiliarity with export documentation 

/procedures, slow collection of payments and communication failures (Morgan & Katsikeas 

1997; Leonidou et al., 1998; Leonidou, 2004). Altintas et al. (2007) examine the relationship 

between export barriers and export performance of Turkish SME's and found that procedural 

requirements and competition power may affect the export performance of Turkish SMEs.

3.3.2.1.1 Complexity of Export Documentations Requirements

Exporting requires knowledge about export procedures (Leonidou, 1995; Leonidou et al., 

1998; Tesfom & Lutz, 2006). Many small firms face numerous difficulties in managing 

shipping arrangements, finding customs documentation, and other export procedures (Bell, 

1997; Katsikeas & Morgan, 1994; Crick et al., 1998; Silva & Rocha, 2001). They connect 

these points with extreme cost and time losses, which therefore encourage a negative 

viewpoint toward handling exports (Morgan & Katsikeas 1997). Tesfom & Lutz (2006) 

found that one of the most cited obstacles regarding exporting concerns time and paperwork 

required to comply with foreign and domestic market regulations, since independent 

organisations such as shipping organisations, banks, and insurance companies have their own 

procedures. Rabino (1980) found that administrative and technical factors can be 

overwhelming market barriers for a small firm.

According to Dymsza (1983, cited in Tesfom & Lutz, 2006) lack of information about export 

procedures especially for inexperienced managers has been mentioned as one of the most 

important obstacles regarding export. Albaum (1983, cited in Bell, 1997) revealed that one of 

the most significant obstacles encountered by Oregon, Washington, and Idaho firms was the
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complex requirements in the export documentation process in export markets. Lack of 

knowledge regarding the relevant export documentation and mechanics of export transactions 

represented a serious obstacle (Leonidou, 2000). According to Katsikeas & Morgan (1994), 

there is a relationship between export market experience and perceived procedural 

complexity. The study shows that more experienced exporters have fewer problems than 

inexperienced exporters in areas of export documentation (e.g. letters of credit, import 

certificates, export licenses, packing lists and dealing with bureaucratic procedures with 

public agencies). One way to allay this problem is by obtaining some assistance from 

consultative services, government agencies, and financial institutions (Leonidou, 2004: 

Mahajar et al, 2006).

3.3.2.1.2 Slow Collection of Payments with Overseas Customers

These circumstances are more common in small firms due to the inclination for many foreign 

buyers to request more credit facilities, lack of immediate contact with overseas markets 

(Leonidou, 2004). Therefore, this increases the probability of slower collection of payments 

from the overseas customers (Winch & Bianchi, 2006). Shoobridge (2004) argued that the 

technical aspects of export documentation and export payment methods were also perceived 

to be a major difficulty by many SMEs due to a number of issues, the most common of which 

were the distance between the parties and the consequential control problems and the fear of 

financial difficulty (cash flow) as a result of the risks involved. Tesfom & Lutz (2006) found 

that the documents are not properly completed causing delay in payments and thus creating 

cash flow problems for the exporter. Also, Barkham et al (1996) found in their study that 

twenty-eight firms in the 1986-90 period stated that the issue of late payment, which has 

traditionally been a common complaint of the small business sector had been a crucial factor 

affecting the growth of these firms. Silva & Rocha (2001) found that exporters to Mercosur 

perceived the delay in collection international payments as one of the most important 

impediments to exporting. However, one way to assuage this problem is by seeking payment 

terms that provide more guarantees for the exporter (Leonidou, 2004). Along the same lines, 

according to Tesfom & Lutz (2008) one way to assuage these problems is to use the export 

credit insurance that protects exporters against commercial risks such as a buyer's rejection to 

accept the goods, insolvency, and payment failures.
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3.3.2.1.3 Inadequate Communication with Overseas Customers

Due to the long distances and large geographic areas between sellers and buyers in 

international markets, communicating with foreign customers in many cases is insufficient 

and infrequent (Keng & Jiuan, 1989; Leonidou, 1995; Bell, 1997; Cicic et al., 2002). This 

position can produce very troublesome problems for the exporting firm in their attempt to 

control activities in overseas markets, and understand information exchanged with foreign 

customers (Leonidou, 2004).

3.3.2.2 Governmental barriers

Governmental barriers classified into two barriers relating to the low interest shown by the 

government in helping and in supplying incentives to current and potential exporters and 

unfavorable home government rules and regulations (Leonidou, 2004).

3.3.2.2.1 Lack of Government Assistance/ Complex Government Bureaucracy

Exporters in some countries affirm that they do not receive such assistance or when this is 

reachable, it is insufficient (Lall, 1991; Tesfom & Lutz, 2006; OECD 2006ab). The main 

obstacles to exporting for smaller firms are lack of existing government programs which 

often fail to address these difficulties or are ineffective in reaching firms in most need 

(O"Rourke, 1985). The benefit of government export support provides directors with more 

knowledge and experience to assist them overcome export obstacles and raise their level of 

export activity (Shamsuddoha & Ali, 2006). However, the assistance offered may not provide 

the specific needs for the small firms because often it does not take into account their stage of 

export development (Jaffe & Pasternak, 1994; Morgan, 1997; Leonidou, 2004). Exporters 

often suffer due to the insufficiency of government export promotion policies that contain 

lack of gathering and provision of information on available export possibilities, and worthless 

promotion of the country's exports overseas (Tesfom & Lutz, 2006).

Leonidou (2004) and Barrett & Wilkinson (1985) recommend that government agencies can 

be the main promoters of export activities by guaranteeing loans, subsidizing export prices, 

and by publishing basic market data. Moreover, it is possible that large firms with greater 

resources could export without the support of government services, however it is probable
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that smaller firms may need more and often different kinds of support due to their smaller 

human and financial resources (Chaudhry, 1996). Wilkinson & Brouthers (2006) and Korez- 

Vide (2007) explain that state policymakers encourage small to medium-sized manufacturers 

to sell in a foreign country as a way to increase employment, expand tax bases and consistent 

capital formation through using a wide array of marketing tools to help SMEs. These tools 

range from computerised trade lead-matching programs to trade missions and trade shows 

(Wilkinson & Brouthers, 2006). Moreover, there is an increasing drive by national 

governments for export-led growth (Sim& Pandian, 2007). Consequently, many national 

export promotion organisations are increasingly recognising the need to support the small 

business sector through a variety of export development programmes (Shoobridge, 2004; Al- 

Madhoun & Analoui, 2004). Jordan's progress in reducing trade barriers, and the structural 

reforms carried out by the government in the past several years, have contributed to gains in 

trade and economic growth (Gassing & Salameh, 2006).

Gentiirk & Kotabe (2001) found that export marketing involvement of firms and firms' usage 

of government export assistance programs are important export success factors. Export 

marketing assistance programs refer to all public measures designed to assist firms' exporting 

activity, ranging from tax incentives, and export financing to trade shows. As well, Francis & 

Collins-Dodd (2004) found that using a greater number of government programs influences 

the achievement of export objectives and export expansion strategies, and enhances export 

marketing competencies.

Naidu et al (1997) conclude that insufficiency of government export sales promotion is a 

stern hindrance for firms in developing countries as many exporting firms are deficient in the 

essential export market knowledge and marketing skills. Ahmed et al (2004) in his study that 

explores the barriers to export that Lebanese entrepreneur's face when engaging in 

international business, found that the lack of government assistance to be the major barrier to 

export. Kaleka & Katsikeas (1995) conclude that Cypriot exporting manufacturers attached a 

high degree of importance to a set of government-related problems such as, lack of 

government assistance and export promotion programmes sponsored by the government. 

Additionally, Silva & Rocha (2001) found that 69 percent of the respondents in his study 

about export incentives by the Brazilian government during the late 1980s and 1990s 

indicated that inadequate export incentives were either important or a very important obstacle.
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3.3.2.2.2 Inadequate Government Regulations and Roles

The role of the home government also may be limited through a number of controls enforced 

on indigenous exporters. This may include for instance, constrictions on exports to certain 

hostile countries, disallowing the sale of components that are going into products destined for 

specific overseas markets, exchange control restrictions and constrictions on products with 

national security or foreign policy significance (Barrett & Wilkinson, 1985; Calof & Viviers, 

1995; Bell, 1997; Terpstra & Sarathy 2000, cited in Leonidou, 2004; Alvarez, 2004; Porto, 

2005). Governments are restricted in their export promotion activities by international 

regulations from bodies such as the World Trade Organisation (WTO) and respective 

budgetary constraints (Chaudhry, 1996; Shoobridge, 2004). Bilkey (1978) and Morgan & 

Katsikeas (1997) concluded that government restrictions were one of the most frequent 

obstacles to exporting. Freeman & Reid (2006) found that government regulations and 

bureaucracy were a key constraint emphasised within Central and Eastern Europe (CEE). 

Brooks & Frances (1991, cited in Tesfom & Lutz, 2006) discussed that when the government 

is extremely involved, official procedures might cause red tape which is hard to administer 

for those just beginning to export. According to Koerber (2003), one major challenge for the 

Middle East and North Africa is establishing transparent legal and regulatory frameworks as 

a base for private sector development and investment.

3.3.2.3 Environmental Barriers

This final category according to Leonidou (2004) includes eight barriers referring mainly to 

the economic, political-legal and sociocultural environment of the foreign market within 

which the company operates or is planning to operate. These obstacles generally are subject 

to rapid changes and are very hard to forecast and control (Kedia & Chhokar 1986). Export 

performance tends to be conditioned by environmental characteristics such as the extent of 

competition, political unsteadiness in foreign markets, and the legal and regulatory policies of 

host country governments (Q'Cass & Julian, 2003).

3.3.2.3.1 Poor/Deteriorating Economic Conditions Abroad

Exporters may not be inclined to enter these countries due to poor or deteriorating economic 

indicators (Leonidou, 2004; Rasheed, 2005). For example, consumers in countries expecting
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severe foreign debts, high inflation rates, and high unemployment are disposed to more 

economical products and decide what they purchase carefully (Leonidou, 2004; Kedia & 

Chhokar 1986). Rasheed (2005) mentioned that foreign transactional risks were viewed in 

terms of the host country's political and economic stability and the host country's policies 

and regulations related to transnational business activities. Also, he used many indicators 

such as inflation, debt service ratio, and international liquidity to determine the economic risk.

3.3.2.3.2 Foreign Currency Exchange Risks

This problem is related to the insecure exchange rates, which leads to vacillating export 

prices abroad and to unconvertible foreign currencies, which make the repatriation of 

sales/profits from overseas nonflexible(Leonidou, 2004; Rasheed, 2005; Tesfom & Lutz, 

2006). Morawitz (1981, cited in Tesfom & Lutz, 2006) and Barrett & Wilkinson (1985) 

indicated that the foreign exchange rate policy was a main determinant for international 

competitiveness of the Colombian clothing industry. Burgess& Oldenboom (1997) found that 

the exchange rate fluctuations were one of the obstacles to export growth. Also, 

Bauerschmidt, Sullivan & Gillespie (1985, cited in Ahmed et al., 2004) in their 

comprehensive analysis of the main barriers to export in the U.S. paper industry found that a 

high value of the U.S. dollar relative to foreign currencies was perceived to be an excessively 

significant barrier.

Ul-Haq & Oktemgil (2005) found that unfavorable exchange rates have the biggest effect on 

performance and lower export sales. Al-Aali (1995, cited in Crick et al., 1998) clarified that a 

wide fluctuation in the foreign exchange was one of the top-rated obstacles facing Saudi- 

Arabian food and chemical exporters. Silva & Rocha (2001) explain that one of the main 

obstacles indicated by Brazilian exporters to the Mercosur was the Brazilian exchange rate 

policies because the Brazilian government used exchange rate policies to stimulate imports 

and force domestic prices to remain low in order to control inflation. Consequently, many 

products manufactured and exported from Brazil became non-competitive in foreign markets 

since the overvalued Brazilian currency became a deterrent to exporting. The footwear 

industry, for instance, was incapable of competing with the much cheaper products from 

Asiatic firms. Leonidou (2004:16) suggested some of the alternatives to deal with foreign 

currency exchange risks "include buying forward currency, using spot prices on the day of
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receiving the order, and agreeing with the foreign buyer to use a currency basket that is more 

stable".

3.3.2.3.3 Political Unsteadiness in Foreign Markets

A number of foreign markets are overwhelmed by political unsteadiness due to inflationary 

trends, low per-capita income, a high degree of corruption, large foreign debt, religious 

fundamentalism, military control, and conflict with neighbours (Calof & Viviers, 1995; 

Leonidou, 2004; Rasheed, 2005). According to Burgess& Oldenboom (1997), South African 

companies have exported successfully for decades but political and regulatory barriers 

precluded export to many markets. Tesfom & Lutz (2008) found that political risks, such as 

the imposition of restrictions by the government of the customer or any government action 

that may block or delay the transfer of payment by the buyer, risks emanating form civil war 

and civil disturbance in the buyer's country, and unforeseen additional transport costs affect 

the effectiveness of the export success in developing countries. The political tensions in the 

Middle East and the ongoing Israeli-Palestinian conflict have negatively affected the volume 

of trade between Israel and its neighbours (Hashai, 2003). Fatehi-Sedeh and Safizadeh (1988, 

cited in Rasheed, 2005) proposed that certain social and political events, such as elections, 

influenced the flow of foreign investment. Leonidou (2004) explains that such instability can 

put at risk the exporter's operations overseas in many ways such as confiscating of property, 

or by the closing/suspending of activities.

3.3.2.3.4 Strict Foreign Country Rules and Regulations

Many rules and regulations from foreign governments lead to a number of controls on 

companies, especially small firms and deter them from entering into foreign markets. For 

example, entry limitations, which postpone the flow of the product in the market, and special 

tax rates that lead the export price of the product in the foreign country to increase (Leonidou, 

1995, 2004; Alvarez E., 2004; Tesfom & Lutz, 2006). According to Q'Cass & Julian (2003), 

regulations or constraints from the host government can play an important role in the 

marketing performance of the venture by reducing or increasing business effectiveness and 

capacity. Clearly, the variety and concentration of these controls make export opportunities a 

tedious, expensive, and prolonged task (Leonidou, 2004).
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Simyar & Argheyd (1985, cited in Tesfom & Lutz, 2006) found that import license 

conditions and other entry barriers obstruct exports to China. The trade international 

agreements may open markets to businesses in partaking nations. However, they can be also 

discriminate against third party traders such as the gradual loss of North American companies 

of some European markets to European Community members is a result of the treaty of 

Rome (Brooks & Frances, 1991, cited in Tesfom & Lutz 2006). Furthermore, Leonidou 

(1995) found that the restrictions imposed by foreign rules/regulations were one of the most 

important barriers that inhibited businesses from exporting. Ahmed et al (2004) explore the 

problems the Lebanese entrepreneurs face when engaging in international business. It was 

found that most manufacturers perceive strict foreign rules as one of the major barriers to 

export.

3.3.2.3.5 ffigh Tariff and Non-Tariff Barriers

Tariffs and quotas are the traditional means through which a country attempts to protect 

selected domestic industries (Karagozoglu & Lindell, 1998; Leonidou, 2000; Alvarez E., 

2004). Import tariffs pose serious barriers for exporting firms, as they raise export prices 

(Calof & Viviers, 1995; Leonidou, 2004). Governments may impose various tariffs, rules to 

prohibit or limit import trade since the importation of services and goods is considered to 

compete with indigenous production. According to Morgan & Katsikeas (1997), these forms 

of rules and regulations can provide an obstruction to the exporter and discourage the non- 

exporter from selling to such overseas destinations.

According to Leonidou (2004:295) there are numerous non-tariff barriers, such as 

"administrative subtleties (arbitrary tariff classification), quantitative restrictions (quotas 

and embargoes), and customs administration (uplifting invoice value)", resulting in serious 

problems for the exporter. The volume of input sharing between firms from different 

countries is clearly affected by the costs of transferring the inputs form one country to 

another. These include tariffs costs, and the cost of non-tariff barriers (Aval et al. 1990, cited 

in Hashai, 2003). Notably, the impact of these obstacles gradually has been decreased in 

recent years due to the attempts of the World Trade Organisation (WTO) to liberalize 

international trade (Kaiser, 1998; Alvarez E., 2004). The process of removal of quantitative 

and non- quantitative restrictions across countries as evidenced by Jordan's accession to the 

WTO, has led to a greater movement of goods between countries, including Jordan. However
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the reduction of restrictions on the movement of goods between countries and the subsequent 

increase in world exports have benefited Multinational Corporations much more than small 

enterprises (Lozi, 2008).

3.3.2.3.6 Language Differences Overseas

It seems logical that foreign language skills particularly have long been considered 

predominant in the successful internationalisation of companies (Morgan, 1997; Knowles et 

al., 2004, 2006). Although language is an inseparable part of culture (Cha-williams & Ston, 

2004; Leonidou, 2004). According to Leonidou et al. (1998), foreign language skill has been 

positively related with export development as this skill may assist to establish social and 

business contacts abroad, improve communication and interaction with foreign customers, 

and facilitate effective planning and control in overseas markets. For the aforementioned 

points. Export managers should be skilled in the oral and written aspects of the foreign 

language and must be familiar with body language, separating space, and time perception 

since language training has always been a prominent element of any successful policy aim at 

increasing international trade (Morgan, 1997; Leonidou, 2004; Fletcher, 2004; Neupert et al., 

2006). Naor (1983, cited in Knowles et al., 2004) mention that "decision-makers with 

language skills are in a position to move forward in international trade to a degree that those 

without language are not. Those with languages are able to make use of a bridge to culture".

According to Williams & Chaston (2004), there is a general awareness that adroitness in 

foreign languages could smooth the development of a "more general cultural sensitivity" and 

a lowering in psychological distance from trade partners. Exporters from developing 

countries face the poor reputation of their country, culture, and language differences as mean 

barriers to export growth (Brooks & Frances, 1991, cited in Tesfom & Lutz, 2006). Also, 

Dichtl et al. (1990, cited in Knowles et al., 2006) found in their study that, generally, 

decision-makers are "not foreign market-oriented" if they less well educated and have lower 

levels of skill in foreign languages.

3.3.2.3.7 Cultural Differences Overseas

Dissimilarities in religion, perspectives, values, customs and behaviour social organisation 

and education comprises serious problems for the exporting firm as they can widely influence
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consumer behaviour, and marketing programs (Silva & Rocha, 2001; Cateora & Graham 

2001, cited in Leonidou, 2004). This circumstance becomes more difficult in the situation of 

countries that include subcultures and/or different cultural contexts (Leonidou, 2004). 

Exporters from developing countries face the poor reputation of their country, culture, and 

language differences as mean barriers to export growth (Brooks & Frances, 1991, cited in 

Tesfom & Lutz, 2006). According to Ural (2009) distance between two countries and 

difference of culture may create a lack in informal communication in international context. 

Leonidou (2004) suggests some ways to assuage this status comprises the appointment of 

managers with an international outlook, field trips to foreign markets and participation in 

cross-cultural training methods.

3.3.2.4 Task Barriers

Task barriers focus on the competitors in foreign markets, which can have an Immediate 

effect on its export operations (Kaleka & Katsikeas, 1995; Watson, 2001; Leonidou, 1995, 

2004).

3.3.2.4.1 Keen Competition in Overseas Markets

While a firm may enjoy a competitive advantage in the domestic market, they may lose this 

advantage and may encounter more complicated and intense competitive situations when 

transcending national boundaries (Leonidou, 1995, 2004; Kaleka & Katsikeas, 1995; Bagchi- 

Sen, 1999; Silva & Rocha, 2001; Claver et al., 2008). Small-scale businesses lack of 

competitiveness is due to their high relative unit cost and lack of human skills and knowledge, 

which prevent them from being competitive (Arinaitwe, 2006). According to Leonidou 

(2004:294) This is because competition in international markets "(1) can originate from many 

sources (domestic, host country, international); (2) can operate on a different base (low cost, 

product differentiation, government protection); (3) can have different positions vis-d-vis the 

firm (leader, challenger, follower); and (4) can employ variable marketing strategies from 

country to country (defensive, attack, niche)". According to Karagozoglu & Lindell (1998) 

small companies generally face unique obstacles in the arena of international competition 

owing to their limited resources and capabilities, less formal centralised planning and control 

systems and insufficiently developed administrative procedures and methods. Furthermore,
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Lages & Montgomery (2004) found in their study that the more developed markets tend to be 

more competitive than firms exporting to the less developed countries.

Burgess & Oldenboom (1997) found in their study about South African companies that 

competition in foreign markets was seen as a serious obstacle to exporting. As well, Leonidou 

(2000) found in his study of 100 Cyprus-based exporters that problems associated with export 

competitiveness had the greatest hindering effect. Also, Alexandrides (1971, cited in Ahmed 

et al., 2004) concluded that the main difficulties hindering firms from initiating exporting 

were the existence of intense competition in foreign markets.

Kaleka & Katsikeas (1995) found that one of the most serious problems that Cypriot firms 

experienced in their exporting activities to the EU related to the presence of intense foreign 

market competition. Al-Aali (1995, cited in Crick et al., 1998) found when investigating the 

obstacles facing Saudi-Arabian food and chemical exporters that one of the top-rated 

obstacles was fierce competition in the foreign market. Ahmed et al (2004) suggests that 

international assistance programs should be targeted for educating the Lebanese entrepreneur 

on how to compete in the global marketplace since Lebanese entrepreneurs perceived 

competition from foreign firms to be an important barrier. With the increasing competition 

among local and foreign companies over the last decade, Chinese manufacturing firms have 

to seek foreign markets (Zeng et al., 2008). SMEs need support in the short run in order to 

become competitive: e.g., financial support to visit markets, market information, and access 

to low interest credit (Tesfom & Lutz, 2008). To assuage this situation, many small firms 

adopt niche marketing as the most viable strategy to compete abroad (Doole & Lowe 2001, 

cited in Leonidou, 2004). According to Larimo (2007), there is a growing pressure on many 

small industries to focus on niche markets in order to serve markets that are small enough to 

escape the competition of large rivals.
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Summary

There is a consensus that exporting activities have a crucial impact on economic growth. 

However, there are still many SMEs in developing countries that do not export or 

contemplate doing so. An overview of the broad bodies of literature addressing exporting 

barriers facing SMEs in developing countries reveals that there has been lack of extensive 

research on this subject (Leonidou, 2004; Tesfom & Lutz, 2006; Altintas et al., 2007). The 

overwhelming majority of studies examining exporting barriers facing SMEs, especially 

studies that classified the export barriers of small and medium-sized manufacturing firms 

have been conducted in America and Europe (Ibeh, 2003; Neupert et al., 2006). To this effect, 

this research will make a contribution to these under-researched areas through its pioneering 

attempt to investigating problems facing SMEs in Jordan and how widespread they are.

To bring together barrier characteristics, authors have proposed different classificatory 

techniques. Based on additional literature review of discussion with practitioners in Jordan a 

modified model of Leonidou (2004) had been developed into internal, which correlated with 

organizational capabilities / resources and company approach to export business, and external, 

which related to the home and host environment within which the firm operates. For 

analytical purposes, the internal barriers were further divided into informational, functional, 

financial, and marketing barriers, while external barriers were classified as procedural, 

governmental, task and environmental barriers.

SMEs in Jordan are motivated to export by sales growth, market enlargement, strengthening 

of competitiveness, and diminishing dependence on the home market. Specifically, export 

marketing activities are of vital importance to the survival and growth of Jordanian 

companies. This is ascribed to the relatively small local market size and to the country's 

gradual shift from heavy reliance on import substitution strategies in the last two decades to 

contemporary export orientation. Also, there is now a need for an urgent action plan to 

correct the situation "Deficit in trade balance" in Jordan economy. The action plan needs to 

include what causes or prevents Jordanian firms from exporting. Although the literature has 

recorded some discussions on internationalisation of firms in developed countries, there is a 

paucity of internationalisation efforts from manufacturing firms in developing countries. By 

investigating the exporting barriers that Jordanian's manufacturers face when engaging in
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international business, this study can enrich the body of knowledge on internationalisation of 

manufacturing firms in developing countries. It offers guidance for future research in a field 

of research that is still in its infancy.
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Chapter 4: SMEs Exporting Performance

4.1 Introduction

This chapter presents a review of the literature on export performance. The review is 

fundamental in developing the conceptual framework of the current study on firms' export 

performance in Jordan. Overall, this chapter reviews two decades of empirical research on 

firms' export performance. It presents comprehensive research results relating export 

performance to various independent variables.

Export performance has long been a construct of central interest in the international 

marketing literature (Katsikeas et al., 1996; Diamantopoulos, 1999: Sousa, 2004; Blesa & 

Ripolles, 2008; Ural, 2009). The research into export performance started in the early 1960s 

and can be traced back to the innovating work of Tookey's (1964, cited in Sousa, 2004) study 

of clothing manufacturers in the UK who first attempted to identify the factors associated 

with success in exporting. Since then, substantial literature has accumulated studying the 

external and internal variables affecting the individual firm's export performance and its 

exporting process (Katsikeas et al., 2000; Sousa, 2004).

Obvious understanding of the export performance is of essential interest to three main groups: 

public policy makers, marketing researchers, and business managers (Katsikeas et al., 2000; 

Sousa, 2004). From the viewpoint of public policy makers, a fundamental understanding of 

export performance is significant since it allows for the growth of foreign exchange reserves, 

improved productivity, increased employment levels, and enhanced social prosperity 

(Czinkota 1994, cited in Katsikeas et al., 2000). Research on export performance is of interest 

to marketing researchers who consider exporting a challenging and promising area for theory 

building in international marketing (Zou & Stan, 1998; Katsikeas et al., 2000; Sousa, 2004). 

Also, research on export performance is of interest to managers who see exporting as a tool to 

boost corporate growth, strengthen competitive edge, improve financial performance, 

increase capacity utilisation and ensure company survival in a highly globalised marketplace 

(Samiee & Walters, 2002; Sousa, 2004).
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The literature in export performance has been classified in two fundamental different 

approaches: The first approach compared exporters with non-exporters to develop a profile of 

the characteristics that differentiate the two groups of firms and identify the ones associated 

with better performance categories (Cavusgil & Nevin, 1981; Aaby & Slater, 1989; Katsikeas 

et al., 1996; Styles, 1998). The second approach measures a firm's position on some 

dimension of export performance. The most commonly used dimensions are rate of growth in 

export sales and percentage of total sales accounted for by exports (Aaby & Slater, 1989; 

Larimo, 2007). From another perspective, some researchers attempted to investigate the 

motives and barriers to exporting (Leonidou, 1995, 2004; Leonidou et al., 2007). These 

studies were directed to determine which variables motivate the firm to involve and expand 

its exports and to highlight the variables that hinder and discourage the firm's export 

involvement and expansion in exporting.

4.2 Export Performance Definitions

There is little agreement on a uniform definition of export performance in the literature 

(Katsikeas et al., 2000; Lages & Montgomery, 2004; Ibeh, 2004; Toften, 2005; Shamsuddoha 

& AH, 2006; Belso-Martinez, 2006; Altintas, 2007). Shoham (1998) comments that there is 

little agreement in the literature about the conceptual definition of export performance, as 

well as about its operational definition. Ross (1982, cited in Boodai, 2001) defines export 

performance as how well a firm performs in the export market compared to other firms. 

Whereas Shoham (1998) defines export performance as the composite outcome of a firm's 

international sales. Cavusgil and Zou (1994, cited in Boodai, 2001) define export 

performance as "the degree to which a firm achieves it's economic and strategic objective and 

subjective measures for export performance". Laitinen (2002:66, cited in Reijonen & 

Komppula, 2007) defines performance as "the ability of an object to produce results in a 

dimension determined a prior, in relation to a target". Shamsuddoha & Ali (2006) define 

export performance as "the extent to which a firm's export objectives are achieved". 

According to Toften (2005:205) there is a consensus that performance is a "multidimensional 

construct comprising effectiveness (meaning the extent to which organisational goals and 

objectives are achieved), efficiency (which is the ratio of performance outcomes to the inputs 

required to achieve them) and adaptability (the organisation's ability to respond to 

environmental changes)".
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4.3 Importance of Export Performance

The interest in firms' export performance started in the early 1960s and since then a 

considerable literature has accumulated on the subject. Such interest was activated by the low 

export performance of many countries that have the prospective to be successful exporters, 

and in the capability of macro-economic studies to clarify the different export performance of 

firms within the same industry and same country (Boukersi, 1990, cited in Boodai, 2001). 

There were serious efforts to consolidate and integrate empirical export research into a 

consistent conceptual structure. However, no common or widely accepted theory has yet 

appeared that integrated the literature findings and explains firms export performance (Styles, 

1998; Leonidou & Katsikeas, 1996; Katsikeas et al., 2000; Watson, 2001; Sousa, 2004; 

Toften, 2005).

The number of studies published over the past decades about export performance is testimony 

to the significance of the issue in the literature (Aaby & Slater 1989; Baldauf et al., 2000; 

Sousa, 2004). However, the existence of different performance measures used by different 

researchers represents a major problem when comparing different empirical studies related to 

the internationalisation of firms (Shoobridge, 2004). A variety of performance dimensions 

considered in the literature demonstrates that there are no commonly accepted criteria for 

export success that organisations can follow (Gencturk & Kotabe, 2001).

Despite considerable research on export performance, the evidence of the factors affecting 

export performance are least understood, largely fragmented, multidimensional and the most 

contentious areas of international marketing (Leonidou & Katsikeas 1996; Zou & Stan, 1998; 

Katsikeas et al., 2000; Sousa, 2004; Larirno, 2007). The main reasons for this appear to be 

difficulties in conceptualising, operationalisation, and measuring the export performance 

construct, which often leads to inconsistent and conflicting results (e.g., Aaby & Slater, 1989; 

Zou & Stan, 1998; Baldauf et al., 2000; Katsikeas et al, 2000; Sousa, 2004).

4.4 Export Performance Measures

Many researchers have long acknowledged that it is difficult to choose suitable indicators to 

measure the performance of firms in internationalisation (Saixing et al, 2009). A major
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problem in comparing empirical studies of exporting is that different performance measures 

have been used by different researchers (Zou & Stan, 1998; Baldauf et al., 2000; Katsikeas et 

al., 2000; Knowles e t al., 2004; Sousa, 2004; Larimo, 2007). Many studies use export 

intensity (export sales as a percentage of total sales) as a measure of performance (Cavusgil, 

1984; Boodai, 2001). However, some studies attempt to use more sophisticated measures, 

such as export profitability and export growth (e.g., Cooper & Kleinschmidt, 1985; Denis & 

Depelteau, 1985; Katsikeas et al., 1996; Shoobridge, 2004).

In addition, many studies are focused on a narrow view of export performance (e.g., export 

sales, export sales growth, export profits, and export intensity), while others have used non- 

financial measures (Katsikeas et al., 2000). This lack of agreement on the conceptualisation 

and measurement of export performance makes it difficult to compare findings of different 

studies since it is almost impossible for scholars to establish whether the conflicting findings 

can be attributed to the independent variables or the use of different measurement scales of 

export performance (Zou & Stan, 1998; Sousa, 2004).

According to Sousa (2004:1) in this context, "several studies have recently appeared in the 

literature to investigate and develop multi-item measures of export performance... This 

appears to indicate that export performance is a concept and that the use of single-item 

measures is insufficient for reliable assessment". As well, Baldauf et al. (2000) contend that 

export performance is considered as a multifaceted construct and should not be captured by a 

single indicator.

Katsikeas et al. (2000) identified in their study that reviewed and assessed more than 100 

articles of which they included 93 into their more detailed investigation of relevant empirical 

studies to assess and criticise export performance measurements. In these 93 studies, 33 

studies used a single indicator, whereas in almost two-thirds (60 studies) different 

performance measures had been used. There are two principle ways of measuring export 

performance: economic (financial measures for instance sales, profit and market share) and 

noneconomic (nonfinancial measures referring to product, market, and experience element) 

(Katsikeas et al., 2000).
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In a more recent review made by Sousa (2004), 43 export performance studies made in 1998- 

2004 were covered. The results indicated that 50 different measures for export performance 

had been applied in those studies. Despite the large number of different export performance 

measures, only a few were frequently utilised, for example, export sales growth, export 

intensity, export market share, export profitability, perceived export success, and satisfaction 

with overall export performance. Other measures, for example, quality of distributor 

relationship, return on investment and customer satisfaction were examined in only one or 

two studies.

Also, Knowles et al. (2004) concluded that there is no agreed gauge of international 

performance, and measures used may be grouped into types representing financial "or more 

objective", non-financial "or more subjective" and composite scales.

According to Larimo (2007) in his reviews of export performance studies indicated that the 

most frequent single measures were export sales ratio, export sales growth, and growth of the 

export sales ratio. Accordingly, all the most commonly used measures were economic 

measures and four of five were sales-related measures. The next most commonly utilised 

measures were export profitability growth, overall export performance, and achievement of 

export objectives.

Altintas et al. (2007) mentioned that export performance categorised by, financial or 

economic, non-financial or non-economic measures and generic. According to Katsikeas et 

al., (2000) economic measures focus on sales, profit and market share. Sales-related measures 

were most frequently used to assess export performance, the most recognisable measure in 

this category is export intensity. Profit-related measures, with export profitability and growth 

most researched and often cited as the export firm's ultimate goal. Market share-related 

measures export market share and growth were rarely researched (Katsikeas et al., 2000; 

Dhanaraj & Beamish, 2003; Akyol & Akehurst, 2003; Ogunmokun & Ng, 2004). While non- 

economic measures consist of product, market and other miscellaneous items. Among 

noneconomic measures of export performance, market-related measures were, most widely 

studied (Katsikeas t al., 2000). Generic measures are evaluated by perceptions or overall 

export satisfaction. Among generic measures of export performance managers' degree of
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satisfaction with overall export performance and the degree to which export objectives were, 

mostly vastly studied (Katsikeas et al., 2000; Altintas et al., 2007).

The results by Katsikeas et al. (2000), and Sousa (2004) clearly indicate that export 

performance is a complex phenomenon.

4.4.1 Objective and Subjective Measures

The researchers used either objective or subjective measures for export performance (Lages 

& Montgomery, 2004; Ibeh, 2004; Sousa, 2004; Kazem & Heijden, 2006; Shamsuddoha & 

Ali, 2006). Objective measures use actual data whereas subjective measures use managers' 

perceptions and evaluation of export performance (Zou & Stan, 1998; Katsikeas et al., 2000). 

Some researches have used multidimensional measures, combining two or more export 

performance measures (Belso-Martinez, 2006; Altintas, 2007).

Objective measures found in the literature are export volume, export sales' growth, export 

intensity (export as percentage of total sales). However, other researchers argue that export 

performance is not an objective (Louter et al., 1991). Therefore, some researchers used 

subjective measures such as executives' and export managers' perceptions of export 

performance (Bilkey, 1985, cited in Shoobridge, 2004). They argue that a reasonable measure 

of success is the ability of meeting a company's goals and therefore any measure of export 

performance should include self-assessment of success. Also, there is consensus in the 

literature that management expectations and commitment are important in export initiation, 

continuation and eventual export success (Cavusgil 1984; Williams, 2002). The use of 

subjective measures appears therefore to be advantageous because data are easier to collect. 

Furthermore, management evaluation of firm performance appears to be guided more by their 

subjective perceptions than by objective measures (Blesa & Ripolles, 2008: 660).

Boodai (2001) in his research, five export performance measures were utilised, two objective 

measures and three subjective measures. The two objective measures are export intensity 

(this refers to annual export sales as a percentage of a firm's total annual sales) and export 

sales growth (this stands for the percentage increase of annual export sales compared with the 

previous year). The three subjective measure are export sales volume, export sales growth,
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and export profitability. These subjective measures reflect managers' evaluation of export 

performance against historical results, expectations, and objectives. A five-point Likert scale 

was used to measure export performance of responding firms ranging from way above 

expectations to way below expectations. This would incorporate and overcome the limitations 

of the objective measure of the profitability of their firm's export performance (Boodai, 2001).

Gadogan et al. (2002) used both subjective and objective measures to assess export 

performance, the subjective includes a four-item scale to capture respondents' level of 

satisfaction; the objectives included export sales volume, export profits, export market share 

and rate of new market entry.

The review literature is inconclusive about the prevalence and the validity of these measures 

(Knowles et al., 2004). The sales category includes measures of the absolute volume of 

export sales or the export intensity (Zou & Stan, 1998). Arguably, export ratio has been 

pointed out most frequently as a way of measuring export success in previous studies either 

as a criterion in its own right or as a part of other criteria (Chaudhry, 1996; Watson, 2001). 

The fundamental assumption underlying this measure is that firms with a higher export ratio 

have performed better than those with a lower export ratio (Chaudhry, 1996).

The most widely used performance measure according to Sousa (2004) is export intensity. 

Export intensity is the proportion of export sales to a firm's total sales. It is also referred to as 

export sales ratio. In the literature, export intensity is one of the most widely used measures 

of export performance (Aaby & Slater, 1989; Katsikeas et al., 2000; Sousa, 2004; Chiao et al., 

2008). Walters & Samiee (1990), in their review of 31 studies, found that 68 percent of the 

studies used export intensity as one of the measures of export performance.

However, there has been some criticism regarding the use of this indicator in assessing export 

performance (Cooper & Kleinschmidt 1985; Katsikeas et al., 2000). For instance, it is no 

guarantee of sustained export profitability (Matthysens & Pauwels, 1996, cited in Watson, 

2001), and it can be affected by factors other than better exporting operations and does not 

reflect the competitive dimensions of export success (Altintas et al., 2007). Export intensity is 

also affected by sales volume (numerator) as well as denominator, which means that firms 

may have high export intensity while they export small volume (Sousa, 2004). Export
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intensity rather seems as an indication of export involvement and dependence on export 

activities (Katsikeas, 1994).

Researchers measured export intensity by either objective or subjective measure. Cavusgil

(1984) used ordinal scale, whereas Axinn (1988) used actual data of export intensity. Other 

researchers used managers' subjective evaluation of their firm export intensity relative to 

domestic competitors (Kirpalani & Macintosh, 1980, cited in Boodai, 2001).

Export sales growth has frequently been used as a measure either in its own right or as a part 

of other criteria (Chaudhry, 1996). The growth measures refer to changes in export sales or 

profits over a period of time (Zou & Stan, 1998). The second most used measure according to 

Sousa (2004) is export sales growth. Export sales growth is defined as the percentage 

increase of annual export sales compared with the previous year. It indicated the trend in 

export sales, and the higher the export sales growth rate the better the export performance 

(Aaby & Slater, 1989). This measure is always used as a complement to export intensity 

(Boodai, 2001). However, export sales growth as a measurement of success has been subject 

to criticism. There has been some criticism regarding the use of this indicator in assessing 

export performance because of price escalation or currency depreciation and market growth 

(Chaudhry, 1996), also export sales growth is based on the previous year's export sales, thus 

firms exporting a very small percentage of their sales may show high growth rate with a small 

increase in their export sales and may twice their export sales (Kirpalani & Balcome 1987, 

cited in Sousa, 2004; Katsikeas et al., 1996; Katsikeas et al., 2000).

Export sales growth is measured either subjectively or objectively. Cooper & Kleinschmidt

(1985) and Walters & Samiee (1990) used actual rate of export sales growth. Das (1994) used 

a subjective measure based on managers' evaluation of export sales growth.

The profit category is comprised of absolute measures of overall export profitability and 

relative measures such as export profit divided by total profit, or by domestic market profit 

(Zou & Stan, 1998). Profit-related measures were also used in a Sousa (2004) study. These 

measures include export profitability (2 studies), export profit margin (3 studies), and export 

profit margin growth (1 study). Export profitability is a complex variable to measure (Bilkey, 

1982, cited in Boodai, 2001). Walter & Samiee (1990) used after-tax profit margin as an
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objective measure of export performance, the higher the profitability level, the better the 

firm's performance. However, the objectivity of export profitability has been subject to 

criticism since it might raise comparability problems because of different accounting 

practices across firms (Katsikeas et al., 2000; Lages & Montgomery, 2004), also the assertion 

that many smaller firms do not employ sophisticated accounting systems and therefore may 

not have accurate measurement of profitability over different products in their portfolio 

(Chaudhry, 1996), the arbitrary cast allocation methods utilised by exporting firms that make 

it difficult to compare firms and the export-related profits may not be known with certainty 

(Katsikeas et al., 1996; Altintas et al., 2007).

In addition, according to Chaudhry (1996) export profitability is a very subjective term in that 

it can be measured in many different ways, such as, profits before or after tax as a percentage 

of net assets and could include a comparison of export and domestic profitability.

Compared to financial measures, which are more objective, the non-financial measures of 

export performance are more subjective (Zou & Stan 1998). According to Katsikeas et al 

(1996) and Diamantopoulos (1999) and Katsikeas et al. (2000) and Sousa (2004) the use of 

subjective measures has been proposed in situations where managers may be unwilling or 

unable to provide objective financial data or due to the variations in exchange rate and the 

difficulty of comparing financial reporting between different industries or sub-sectors and 

between home and host countries.

Katsikeas et al. (2000) mentioned in their study that approximately three quarters of the 

studies used objective indicators, whilst half employed subjective measures. According to 

Sousa (2004), export performance indicators used in the studies reviewed, classified into 

objective and subjective measures. Of 50 different performance indicators, 11 were objective 

measures, and 39 were subjective measures.

Racela et al. (2007) used subjective measures of export performance since previous 

researches indicate that both perceptual and objective measures of firm performance yield 

consistent results. As well, Shamsuddoha & Ali (2006) used in their study subjective 

measures of export performance, where respondents evaluated firm performance on export 

sales, export profit, export sales growth, and new market entry to indicate whether results met
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expectations over the past three years. Stewart & McAuley (2000) used a subjective measure 

of export performance, the export manager's assessment of the success of the venture scored 

on a ten point scale (10 indicating a high degree of success). Altintas et al. (2007) used for 

their study subjective measure of overall export. The logic behind this concept is that 

satisfaction with exporting operations is a strong indication of success.

Regarding to Sousa (2004:14) the following motives are usually used to support this view: " 

(a) firms are extremely reluctant to provide the researcher with objective data (b) objective 

data are not publicly available...; (c) decision makers are guided by their subjective 

perceptions of firm export performance rather than by objective, absolute performance 

ratings; (d) difficulty in establishing a fixed reference point across firms, since financial 

success for one firm may constitute failure for another; (e) subjective and objective measures 

are positively associated; (f) using the export venture as the unit of analysis favors the use of 

subjective measures over objective measures, ...; (g) objective data are often difficult to 

interpret; and (h) using objective measures makes comparisons across businesses, especially 

in cross country studies, complicated because of differences in accounting and sales- 

recording procedures" .

Sousa (2004) also used general measures of export performance. General measures found in 

the literature are managers' degrees of satisfaction with overall export performance, the 

degree to which export objectives were achieved and overall export performance compared to 

competitors. The explanation for using these types of measures is that the general perception 

of export performance probably best captures the essence of the construct (Solberg, 2002).

It has, however, been argued that objective measures alone are not enough for making 

decisions in modern firms, and hence performance measures should include both objective 

and subjective measures since both are equally significant (Sousa, 2004; Reijonen & 

Komppula, 2007). Overall, given the advantages and the complementary nature of objective 

and subjective measures, the greater part of the Sousa (2004) studies employed both kinds of 

measures in their research. The use of multiple measures of export performance is essential to 

realise fully the strengths of each indicator and minimise the effect of their shortcomings.
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4.5 Factors Influencing Firms' Export Performance

There is no general agreement about a theoretical framework regarding the export 

performance of firms. However, a number of researchers have tried to give an integration of 

the literature in order to posit such a framework and models of export performance (e.g. 

Bilkey, 1978; Miesenbock 1988; Aaby & Slater, 1989; Zou & Stan, 1998; Diamantopoulos, 

1999; Katsikeas et al., 2000; Sousa, 2004). In addition, there is general agreement that export 

performance is affected by a variety of factors, nevertheless there is no unanimous agreement 

on the existence or the influence of certain factors on the export performance. Such factors 

are numerous. For instance, Gemunden (1991, cited in Boodai, 2001) in his review of fifty 

export-related empirical studies recognises more than 700 factors.

There have been a number of efforts to make a comprehensive review of export performance 

studies planning to draw a conclusion (Aaby & Salter, 1989; Bilkey, 1978; Sousa, 2004). 

However as Aaby & Slater (1989:7) described it "much of the knowledge regarding 

successful export practice is fragmented". As well, Zou & Stan (1998:342) described it "A 

glaring problem of the export performance studies reviewed here is the multiplicity of 

factors/variables proposed by researchers to influence export performance, the large number 

of ways in which the factors are measured, and the lack of a consistent theoretical framework 

or logic to guide the choice of independent factors. The result of these problems is a sea of 

complex, confusing and conflicting findings".

According to Watson (2001), the main focus of the export performance literature over the 

past two decades has been to discover that concepts and variables are associated with export 

performance, which represents a shift away from studies that simply compare exporters and 

non-exporters.

The export performance literature highlights the importance of the following variables: 

perceived obstacles to exporting, managerial characteristics, managerial competences, 

managerial orientation, firm size, export strategy, and environmental variables. Most of these 

concepts have been incorporated in the study, and the use of these is discussed in the relevant 

sections below.
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Generally, there is agreement that factors affecting exporting firms can be clustered into 

internal and external. Nevertheless, there is puzzlement in whether to categorize certain 

factors as internal or external (Boodai, 2001). There are many classifications of such internal 

and external factors and there are various ways of describing them.

Aaby & Slater (1989) based on a review of the export performance literature present a 

strategic model of export performance, which incorporates competence, strategy, firm 

characteristics, and environment. Their focus is on the internal influences on export 

performance, which are considered to be controllable by the individual firm. Whilst they 

recognise that there are important external influences in the environment which impact upon 

export performance, these are not covered in their review. Cavusgil & Nevin (1981) 

classified the internal determinants of export performance into four groups, namely: 

differential firm advantages, strength of managerial aspirations for various business goals, 

management expectations about the effect of exporting on business goals, and the level of 

organisational commitment to export marketing.

Katsikeas et al. (1996) proposed a comprehensive model of export performance based on the 

significance attached in the exporting literature to internal and external factors as 

determinants of export behaviour; the model combines key firm characteristics, export 

commitment, and export-related perception variables. Zou & Stan (1998) in their reviews that 

centered on the empirical literature regarding the determinants of export performance 

published between 1987-1997 finalized a classification scheme including 33 factors for the 

independent variables and seven factors for the export performance.

Katsikeas et al. (2000:459,456) suggested a simple model consisting of three groups of 

variables in their attempts to conceptualise the dynamic of these interrelationships: 

"background, that is, managerial ... (all those demographic, experiential, attitudinal, 

behavioural, and other characteristics of the decision maker within the firm ...), 

organisational (... comprise demographic aspects, operating elements, resource 

characteristics, and goals and objectives of the exporting firm), and environmental (... are 

forces shaping both the domestic and overseas task environment and microenvironment 

within which exports operate, and are essentially external factors beyond the control of the
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exporting organisation, these factors have been examined mainly within the context of stimuli 

and/or barriers to exporting) forces that indirectly affect... the firm export performance".

Q'Cass & Julian (2003) in their study, investigate the effect of specific firm characteristics, 

environmental characteristics, and marketing mix strategy on export marketing performance. 

They found that firm characteristics and environmental characteristics impact significantly on 

performance. Furthermore, Ibeh (2003) mentioned that previous reviews of export behaviour 

research have recognised three groups of factors as having a significant impact on firm-level 

export performance. These include the organisation or firm-specific factors, the decision- 

maker factors and the external environment-related factors.

Ogunmokun & Ng (2004) in his study that explored why 800 companies in Australian 

exporting firms had a better export performance than others, identified some factors that may 

influence export performance. For instance, marketing mix strategy, competencies and 

management characteristics such as size. Larimo (2007) in his review of export performance 

studies indicated that particular thought was given to the impact of over 50 different firm 

characteristics and competencies, management attitudes, management characteristics and 

perceptions on export performance.

Internal factors are considered to be controllable by the individual firm, these factors include 

management, firm size, experience, product, etc. On the other hand, external or 

environmental factors are those factors that prevail beyond the control of the exporting firms 

and are neither directly controlling the firm nor directly controlled by the firm (Pak, 1991, 

cited in Boodai, 2001). These factors have been examined mainly within the context of 

stimuli and/or barriers to exporting.

In the present review, the factors influencing export performance have been classified into 

four main groups. Three groups are concerned with internal factors: firm size, experiences 

and management; the other group is concerned with external environment and exporting 

barriers, which classify into internal and external barriers (for more detail see chapter 3).
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4.5.1 Firm Characteristics

Researchers have given particular attention to the role of firm characteristics in determining 

export performance and behaviour. The characteristics most commonly examined are 

reviewed in this section.

4.5.1.1 Firm Size

Firm size is the most researched independent variable (Karadeniz & Gocer, 2007). Firms' size 

has been found to be an important variable affecting firms' performance (Saixing et al., 2009). 

However, there is little agreement on its influence on export performance. Some researchers 

found a positive relationship between firm size and export performance (Katsikeas & Morgan, 

1994; Baldauf et al., 2000; Eusebio et al., 2007), others found no relation (Bilkey & Tesar, 

1977; Cavusgil, 1984; Naidu & Prasad, 1994, cited in Styles, 1998; Diamantopoulos & Inglis, 

1988, cited in Katsikeas et al., 1996; Hart & Tzokas, 1999; Saixing et al., 2009) and some 

even found a negative relation (cooper & Kleinshmidt, 1985; Ali & Swiercz, 1991, cited in 

Boodai, 2001).

Katsikeas et al. (1996) and Alvarez (2004) and Mellahi et al. (2005) offer many explanations 

as to why larger firms have an advantage entering, staying, and performing better in 

international markets since they have better access to financial resources in capital markets, 

advantages associated with scale economies and specialisation, and the perception of risk in 

international activity. For Boodai (2001), there are different reasons for such a contradiction 

in the results. First, there is no general agreement on the definition of size. Some have used 

number of employees and some have used sales volume. The second reason for the 

contradiction in firm size studies is that within the same measure there is no standard 

definition for size. The third reason is that the dependent factors (export performance 

measures) in these studies were not consistent. Some researchers, for instance, study the 

export intensity, while others study the export profitability.

The Stage theory of internationalisation assumes that small firms internationalise stepwise 

(Bilkey & Tesar, 1977). The majority of small firms face severe resource constraints, be it 

financial, technological or personnel (Karadeniz & Gocer, 2007). By growing larger, firms 

are able to commit greater resources to international activities and gradually increase their
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international sales. Consequently, it may also be hypothesised that managerial perceptions of 

the difficulty and importance of handling with exporting barriers will be different between 

larger and smaller firms. Particularly, larger firms will be more likely to perceive exporting 

barriers as less difficult to handle in contrast to the smaller firms. One could also hypothesise 

that an organisation's size is a key determinant of its propensity to export. Specifically, the 

larger the firm, the greater the differential size advantage in comparison with smaller firms 

and this will typically have a positive impact on export activity.

Chetty & Hamilton (1993) in their study about firm export performance found that out of 29 

studies that addressed firm size, 17 found a positive relation, 6 found no relation and 6 found 

a negative relation. Another large scale study of firms' size and export performance was 

undertaken by Calof (1993) which used secondary data on 14,072 Canadian manufacturing 

firms. He found a positive relationship between firm size and the propensity to export and 

there was also a significant positive relationship between size and number of export countries 

and export stages. Bilkey & Tesar (1977) and Watson (2001) found that size is not a barrier 

to exporting, small and medium sized firms can export successfully, and exporting is not 

limited to large firms. Also, Eusebio et al. (2007) suggest that companies of greater size can, 

in principle, count on better resources and management ability superior to those of smaller 

companies. Size has also been viewed as an obstacle to internationalisation of small firms, as 

will as the size to the host country (Zeng et al., 2008).

4.5.1.2 Company Export Experience

The degree of company export experience is a critical factor because it determines the firm's 

reaction to export opportunities (Bilkey, 1978; Cavusgil & Nevin, 1981). Research on the 

influence of company experience on export performance has revealed mixed findings. Some 

researchers found a positive relationship between company export experience and export 

performance (Aaby & Slater, 1989; Katsikeas et al.. 1996; Zou & Stan, 1998), others found 

no relation (Nakos et al., 1998; Louter et al., 1991). Also, Keng & Jiuan (1989) found no 

significant difference in the number of years in business between exporters and non-exporters. 

Katsikeas (1994) found no correlation between the lengths of exporting experience with 

perceived competitive advantages.
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In contrast to the aforementioned results, some studies indicate a negative relation (Kaynak & 

Kuan, 1993; Junyean & Haksik, 1990; Baldauf et al., 2000). According to Baldauf et al. 

(2000:65, 66) the supporting logic for this result is that "younger firms are forced to go 

abroad because of cost disadvantages and limited accesses to resource in their domestic 

markets...The less experience firms have greater pressures concerning the achievement of 

higher export performance". In summary, the empirical evidence is mixed, but it slightly 

tends to support a positive relation between experience and performance.

The Uppsala model suggests that firms will gradually increase their foreign market 

commitments as they gain knowledge and experience in the foreign markets (Johanson & 

Vahlne, 1990). The theoretical explanation for the relationship between exporting experience 

and export performance lies in the issue of uncertainty and the way firms cope with it 

(Katsikeas et al., 1996; Karadeniz & Gocer, 2007). Calof & Viviers (1995) and Mellahi et al. 

(2005) demonstrate that the more progressive the company's stage in export intensity, the 

lower its costs and risks of exporting and the better its advantages. It is recognised that 

perspectives and experiences are believed to lead to new stages in the perception of export 

risks, profits, and costs.

Eusebio et al. (2007) in their study which analyses the key factors in the international 

performance of textile manufacturing companies in the Italian and Spanish textile-clothing 

sector found that the export experience has been the key for explaining the major export 

performance of the Italian and Spanish businesses. Furthermore, Miesenbock (1988) quote 

seven studies, which found a positive relationship between export experience and export 

success. Naidu & Prasad (1994) and Bloodgood et al. (1996) found that the degree of 

international experience of the top management team is a distinguishing feature between 

internationalised and non-internationalised firms.

While some studies examine the export experience of the firm e.g. the length of time the 

company has been involved in exporting (Ogbuehi & Longfellow, 1994), others specifically 

address the export management experience of individual decision-makers in the firm 

(Wiedersheim-Paul et al., 1978; Watson, 2001). Katsikeas et al. (1996:18) considered two 

fundamental dimensions of a firm's exporting experience refer to the length "the number of 

years the manufacturer had been engaged in exporting activities", measuring the intensity of
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the firm's exporting experience, and scope "the number of countries that the firm was 

involved in through regular exporting operations", measuring the diversity of this experience. 

According to Claver et al. (2008), experience has been collected through a quantitative 

variable that indicates the number of countries in which the company operates.

4.5.2 Managerial Characteristics

There is a well-established body of literature on the influence of personal characteristics of 

decision-makers on the development of overseas activity of SMEs (Morgan, 1997; Sonia et 

al., 2005; Knowles et al., 2006). Leonidou et al. (2002) identified managerial characteristics 

as an important factor responsible for successful exporting. Within the pertinent literature, a 

large number of items have been adopted to capture the essence of decision maker 

characteristics, which can be classified on an objective and subjective basis. Morgan 

(1997:81) observed that objective characteristics concern the decision maker's educational 

training in international business, foreign language capabilities, and previous experience in 

working for an export trading firm. Subjective characteristics refer to the perceived 

attractiveness of exporting and reflect the decision maker's perception of risk, profit, and 

costs of exporting.

4.5.2.1 Management Perception and Attitude

It appears that the level of management commitment, management perceptions, and attitudes 

towards export problems and incentives are good predictors of export performance (Cavusgil, 

1984; Aaby & Slate, 1989; Walters & Samiee, 1990; Zou & Stan, 1998; Claver et al., 2008). 

According to Leonidou et al. (1998), the attitudes and aptitudes of the managers, such as 

confidence in the success of their foreign strategy, are determinants of operating the 

competitive capacities of the company in international markets.

Research has shown that the decision of an owner-manager to move into a foreign market is 

conditioned basically by his or her personal attitude to exporting (Carrier, 1999). Cavusgil 

(1984) and Miesenbock (1988) found that a manager's influence is much stronger in SMEs 

than in larger businesses, and their attitudes in SMEs towards exporting can have an 

important influence on the firm's tendency to export. Shrader et al. (2000) found that firm 

size has proved significant negative relationship with risk perception about international
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activity. As large companies often own more resources that allow them to absorb the 

increased risk associated with internationalisation.

Wilkinson & Brouthers (2006) suggests that the attitudes exhibited by managers toward 

exporting play an important role in whether or not firms become engaged in exporting. 

According to this train of thought, the main reason that most firms do not export is because 

their managers are not motivated or determined to export (Bilkey & Tesar, 1977; 

Wiedersheim-Paul et al., 1978; Cavusgil & Nevin, 1981; Czinkota & Johnson, 1983).As well, 

Mellahi et al. (2005) found that managers with high ambitions tend to internationalise more 

than managers with low personal ambitions.

The differences in management perception to exporting between firms may go some way to 

explaining the differences in performance (Crick & Chaudhry, 1995). Aaby & Slater's review 

(1989) concludes that the attitudes and perceptions of management have been frequently cited 

as important determinants of export performance. Miesenbock's review (1988) suggests that 

positive attitude to exporting perceived higher export profits and less perceived export risk is 

associated with successful export performance. Zou & Stan (1998) comment that managers 

export commitment has emerged as one of the key determinants of export performance. The 

explanation given for this is that high management commitment allows a firm to assertively 

chase after the export market opportunities and follow effectual export marketing strategies 

that develop export performance. Claver et al. (2008) show in their research about 92 Spanish 

family companies that risk perception decreases with the occurrence of the first generation 

and the size of these businesses. Also, it has been found that the risk perceived is higher when 

the firm advances in its international commitment level.

Cavusgil (1981, cited in Shoobridge, 2004) concludes that management's attitude towards 

risk taking is positively related to export performance. As well, Lages & Montgomery (2004) 

and Shamsuddoha & Ali (2006) found that managers' positive attitude and perception 

toward exporting and the export environment has a positive impact on export performance 

since they are more engaged in planning and therefore allocate greater financial and human 

resources to the export activity. Cavusgil (1984) concludes, based on a survey of 473 firms, 

that management's attitudes towards risk-taking are positively related to export performance.
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4.5.2.2 Demographic characteristics

Manager characteristics such as education, age, knowledge of foreign languages, number of 

years in business, etc., have a direct influence on export performance (Cavusgil & Nevin, 

1981; Miesenbock 1988; Aaby & Slater, 1989). Extensive empirical research confirmed that 

exporters often had superior foreign language skills, had more experience of living and 

travelling abroad, had higher levels of education, had more previous exporting experience 

and were more risk averse (Miesenbock, 1988; Morgan, 1997b; Watson, 2001; Shoobridge, 

2004). Wilkinson & Brouthers (2006) suggests that the attitudes exhibited by managers 

toward exporting play an important role in whether or not firms become engaged in exporting.

Better educated decision makers are likely to be more activist and attracted in foreign 

dealings hence being more willing to objectively assess the advantages and disadvantages of 

exporting, as well as to possess more managerial knowledge and capabilities, which could 

improve export performance (Sonia et al., 2005). The crucial ability of decision makers in 

exporting firms to converse in foreign languages has been well documented within the 

literature (Morgan, 1997b; Sonia, 2005; Knowles et al., 2006). Firms with an interest in 

exporting are often led by managers with significantly higher levels of formal education than 

firms without such interest (Morgan, 1997b). It gives the impression that decision-makers 

with language proficiency are in a situation to move forward in international trade to a degree 

that those without languages are not. Those with languages are able to make use of a "bridge 

to culture" (Naor, 1983, cited by Morgan, 1997). Leonidou et al. (1998) found that foreign 

language skill has been positively related with export development as this skill may assist to 

create social and business contacts abroad, develop communication and dealings with foreign 

customers, and facilitate effective planning and control in overseas markets.

The time managers spent overseas has been regarded as an important factor, which could 

clarify the export intensity, since it involves managers' exposure to foreign cultures, which 

allows gathering of greater experiential knowledge about international markets (Leonidou et 

al., 1998; Sonia et al., 2005). Bloodgood et al. (1996) found that grater international work 

experience among top managers was strongly associated with grater internationalisation of 

new high-potential ventures in the USA.
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Manager's age has been predictable as a predictor of export behaviour, on the assumption 

that younger managers be inclined to be more internationally minded and international than 

older ones. Therefore, it will be negatively related with export intensity (Sonia et al., 2005). 

Also, Baldauf et al. (2000) found significant negative relationships between the decision 

maker's age and export intensity and export sales "higher performance companies are 

younger ones". In addition, Zou & Stan (1998) based on a review of the export performance 

literature concluded that the firm's age appears to have either a negative effect or an 

insignificant effect on export performance, this may suggest that younger firms are more 

likely to be successful exporters.

Based on the analysis of survey data from 78 Nigerian-based manufacturing firms, Ibeh 

(2003) found that such demographic characteristics as the decision maker's age and level of 

education or the size of the firm do not appear to influence the export performance of the 

firms. Westhead et al. (2001) found that older founders, having more resources, contact 

network, and considerable management know-how, were significantly more likely to be 

exporters.

According to Barkham et al. (1996) the older the owner-manager the slower the growth 

performance of the firm. This result indicates that there is some link between age and 

motivation to grow. Younger owner-managers are more interested in growth and are more 

likely to engage in business development activities designed to foster this growth. With 

regard to firm ownership, Keng & Jiuan (1989) in their study of 156 firms in Singapore found 

that the majority of non-exporting firms were fully owned by local investors where exporting 

firms had more foreign equity participation. Das (1994) concludes that successful exporters 

are small, privately owned firms. The ownership variable received low attention in 

comparison to other variables.

4.5.3 Exporting Barriers

The research and understanding of barriers to firms' export entry and expansion has long been 

considered very important (Korez-Vide, 2007; Leonidou, 2004). A number of researchers 

have directed their attention to managers ' perceptions of export constraints and barriers over 

the past two decades (Morgan & Katsikeas, 1997; Leonidou, 2004; Neupert et al., 2006).
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Actually, the occurrence of these barriers can largely clarify why current exporters are not 

exploiting their full potential in the international marketplace and why non-exporters are not 

engaged in exporting at all (Leonidou, 1995). Moreover, removal or minimisation of these 

obstacles would contribute toward a higher export propensity and performance; a highly 

desirable goal of most governments (Bilkey 1978; Bell, 1997; Wengel & Rodriguez, 2006).

Export barriers can be encountered by the firm at any phase of the export development 

process, from pre-export and other initial stages to extensive levels of international 

involvement. However, the aggregate nature of these barriers tends to differ systematically 

from one stage to another (Leonidou & Katsikeas, 1996). Although these differences in 

barriers were encountered, the literature tended traditionally to give emphasis to two forms of 

export barriers. These are, first, barriers which discourage firms from engaging in export 

activities and second, barriers experienced by firms which already have initiated export 

operations (Morgan, 1997).

Wilkinson & Brouthers (2006) believe that exporting barriers comprise a considerable 

challenge to SMEs and policy makers who wish to internationalise their efforts, so some 

successful exporters might think that reference to 'export barriers' is simply an excuse for not 

making the effort to become concerned in export markets. Also, they asserted the negative 

relationship between exporting barriers and overall export performance. Ul-Haq & Oktemgil 

(2004) observed negative relationship between the various export barriers and performance.

Cicic et al. (2002) asserted that barriers (internal and external) influence international 

performance negatively, and barriers may also have an indirect influence on performance by 

their effect on international strategy. If firms feel that barriers exist and are significant they 

may act to decrease their effect by allocating more resources to combat them.

Management has noticed that export barriers result in low export sales, slow export growth 

and low perceived export success or fail to be significant predictors of export performance 

(Zou & Stan, 1998; Shoobridge, 2004). For more details, see chapter 3.
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Summary

The export performance literature in general was very important to the research study. These 

bodies of literature help to identify what factors were associated with export performance and 

should be included in the conceptual model of this study. The reviews of the export 

performance literature outlined in this chapter highlight the importance of the following 

variables in the literature: perceived obstacles to exporting, managerial characteristics, and 

firm characteristics.

Export performance is an important concept in this research and one of the primary aims in 

this study is to examine how perceived export constraints and firm and managerial 

characteristics affect performance. This chapter aims to offer a broad picture of the existing 

literature related to this subject.

In conclusion, export performance measurement has reached little agreement although it has 

received great attention. Some researchers have used multiple or multidimensional measures 

that include one or more of the mentioned measures. The argument is that multidimensional 

measures may provide a better indication of performance and overcome the limitation of a 

single measure.

125



Chapter 5: Conceptual Framework

5.1 Introduction

The conceptual framework for this research is presented in this chapter together with the 

development of research hypotheses. A diagram of the model proposed in this study is shown 

in Figure 5.1. Based on our review of literature about internationalisation, export and 

exporting barriers, and the export performance literature, certain company characteristics, 

managerial characteristics and exporting barriers "internal and external" variables are 

integrated and viewed as potentially significant factors influencing export performance.

The conceptual framework provides an overall structure for the empirical investigation and 

shows diagrammatically the hypothesised relationships which are inferred in the research 

questions. The framework incorporates four main concepts groups and these are outlined in 

detailed in this chapter. Furthermore, for each research question a series of hypotheses were 

developed and these are presented and discussed in section 5.4.

A certain issue has been taken into consideration in developing our model of export 

behaviour. As evidence suggests from the literature that different exporter categories vary in 

their characteristics and behaviour (Katsikeas et al., 1996). This research surveying non- 

exporting as well as previously exporting firms, that is, those that had exported in the past 

and examine firms that are engaged in regular export activities. These exporter groups are 

representing in the process of export development. This study's research model evaluates how 

the following groups of variables affect the SME export performance (See Figure 5.1):

  The firms' characteristics (such as size, company export experience).

  Internal exporting barriers.

  External exporting barriers

  The managerial characteristics (such as age, education, management international 

experience, knowledge of foreign languages).
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Below, we consider the relational linkages in the proposed model and discuss specifically 

those variables that, according to existing theory, are likely to affect export performance.

Figure 5.1: The conceptual framework for this research.

Company characteristics

• Firm size

• Company export experience

1. Year company established

2. Number of years exporting

3. Number of export countries per 

company

Export barriers

Internal barriers 

External barriers
Export performance 

Objective 

Subjective

Management characteristics

• Level of education

• Knowledge of foreign languages

• International experience

• Age
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5.2 SME Respondent Segmentation

In order to facilitate the analysis of the data and the comparisons among firms, the 
respondents will be clustered according to their stage of exporting achieved to date. 
Following the literature review presented in Chapter 2, the segmented firms, according to 
their stage of internationalisation (see Johanson & Wiedersheim-Paul, 1975; Johanson & 
Vahlne, 1977; Keng & Jiuan, 1989; Leonidou & Katsikeas 1996) pass through various phases 
before their foreign activities reach maturity. Export barriers can be encountered by the firm 
at any stage of exporting, from pre-export, and other initial stages, to extensive levels of 
international involvement (Morgan, 1997). In addition, several studies have shown that 
barriers to exporting can be recognised widely among three groups of firms (Keng & Jiuan, 
1989; Leonidou & Katsikeas 1996; Leonidou, 2004):

• Nonexporters: companies currently not exporting;

• Present exporters: companies currently engaged in export activities who experience 
problems during their day-to-day participation in abroad markets;

• Ex-exporters: companies that used to export in the past but no longer do so who see 
export barriers from their perceptual and experimental point of view.

Moreover, these scholars have criticised the lack of any attempt to divide the two broad 
categories of exporters and non-exporters into sub-groups of firms (Sonia et al., 2005). For 
analytical purposes, we have considered four levels of export development: two levels of 
non-exporting firms, firms currently not exporting who express a subjective view on barriers 
and firms that used to export in the past but no longer do so who see export barriers from 
their perceptual and experimental point of view, and two of exporting firms, according to 
their levels of export intensity. In each successive phase, commitment to international 
activities increases as firms lean more from the international market. As seen in Chapter 2, 
several authors criticise this theory. Nevertheless, Shoobridge (2004) believe that the stage 
theory holds for existing SMEs, and that the model is particularly useful for giving SMEs 

successful pattern to follow through the export process.
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5.3 Research Questions

The model consists of 4 research questions related to exporting barriers "internal & external", 

and to managerial and firms characteristics affecting export performance of SMEs. The 

questions have been separated into the same four groups specifies in the previous pages:

• Company characteristics

• Management characteristics

• Internal exporting barriers

• External exporting barriers

The research questions are set below:

Research Question 1: In what way do specific firm characteristics influence the export

performance and the degree of exporting level of the firm?

Research Question 2: In what way do the managerial characteristics influence the export

performance of the firm?

Research Question 3: Are perceived exporting barriers "internal and external" directly

related to export performance and degree of exporting level of the firm?

Research Question 4: Is there a possible difference in the perception of SMEs managers

towards exporting barriers "internal and external" considered by way of their level of

exporting activities that ranges from non exporter to experienced exporter?

The specific dependent and independent variables to be used for each of these research 

questions are explained in this chapter. Also, the researcher considers the relational linkages 

in the proposed model and discusses specifically those variables that, according to existing 

theory, are likely to affect export performance.

5.4 Hypotheses Development 

5.4.1 Firm characteristics

The independent variables evaluating the characteristics of the firm to be used in the research 

is as follow:
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1. Firm size

2. Company export experience

• Year company established

• Number of years company exporting

• Number of export countries per company

5.4.1.1 Finn Size

Firm size is one of the most researched variables. However, there is little agreement on its 
influence on export performance. Some researchers found a positive relationship between 
firm size and export performance (Katsikeas & Morgan, 1994; Baldauf et al., 2000; Eusebio 
et al., 2007), others found no relation (Bilkey & Tesar, 1977; Cavusgil, 1984; Hart & Tzokas, 
1999) and some even found a negative relation (Cooper & Kleinshmidt, 1985; Ali & Swiercz, 
1991, cited in Boodai, 2001).

Katsikeas et al. (1996) and Alvarez (2004) offer many explanations as to why larger firms 
have an advantage entering, staying, and performing better in international markets since they 
have better access to financial resources in capital markets, advantages associated with scale 
economies and specialisation, and the perception of risk in international activity. For Boodai 
(2001), there are different reasons for such a contradiction in the results. First, there is no 
general agreement on the definition of size. Some have used number of employees and some 
have used sales volume. The second reason for the contradiction in firm size studies is that 
within the same measure there is no standard definition for size. The third reason is that the 
dependent factors (export performance measures) in these studies were not consistent. Some 
researchers, for instance, study the export intensity, while others study the export 
profitability.

The Stage theory of internationalisation assumes that small firms internationalise stepwise 
(Bilkey & Tesar, 1977). The majority of small firms face stern resource constraints, be it 
financial, technological or personnel (Karadeniz & Gocer, 2007). By growing larger, firms 
are able to commit greater resources to international activities and gradually increase their 
international sales. Consequently, it may also be hypothesised that managerial perceptions of 
the difficulty and importance of dealing with exporting barriers will be different between
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larger and smaller firms. In particular, larger firms will be more likely to perceive exporting 

barriers as less difficult to cope in comparison with smaller firms. One could also hypothesise 

that an organisation's size is a key determinant of its propensity to export. That is the larger 

the firm, the greater the differential size advantage over smaller firms and this will usually 

have a positive impact on export activity. Based on these arguments, the following 

hypotheses are proposed:

Hypothesis 1: Firm size is positively related to export performance. 

Hypothesis 2: Firm size is positively related to degree of exporting.

As discussed above, there is no universally accepted measure for capturing company size and 

numerous indicators have been used in the literature to measure firm size. The most popular 

are the number of full-time employees and sales volume. Because the majority of these size 

measures are expected to be highly correlated. It was hypothesised in the present study that 

firm size, measured by the number of employees, would be significantly associated as an 

indicator of firm size.

5.4.1.2 Company Export Experience

The degree of company export experience is a critical factor because it determines the firm's 

reaction to export opportunities (Bilkey, 1978; Cavusgil & Nevin, 1981). Research on the 

influence of company export experience on export performance has revealed mixed findings. 

Some researchers found a positive relationship between company export experience and 

export performance (Aaby & Slater, 1989; Katsikeas et al.. 1996; Zou & Stan, 1998), others 

found no relation (Nakos et al., 1998, cited in Larimo, 2007; Louter et al., 1991) and some 

even found a negative relation (Czinkota, 1984; Kaynak & Kuan, 1993; Moon & Lee, 1990, 

cited in Katsikeas et al., 1996; Baldauf et al., 2000). In summary, the empirical evidence is 

mixed, but it slightly tends to support a positive relation between company export experience 

and performance.

The Uppsala model suggests that firms will gradually increase their foreign market 

commitments as they gain knowledge and experience in the foreign markets (Johanson & 

Vahlne, 1990). The theoretical explanation for the relationship between company exporting
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experience and export performance lies in the issue of uncertainty and the way firms cope 

with it (Katsikeas et al., 1996; Karadeniz & Gocer, 2007). Calof & Viviers (1995) 

demonstrate that the more progressive the company's stage in export intensity, the lower its 

costs and risks of exporting and the better its advantages. It is recognised that perspectives 

and experiences are believed to lead to new stages in the perception of export risks, profits 

and costs. It may then be expected that more experienced exporters would do better in 

comparison with others. Hence:

Hypothesis 3: Company exporting experience is positively related to export performance. 

Hypothesis 4: Company exporting experience is positively related to degree of exporting.

Again, there is no general agreement on how to measure the company export experience. 

While some studies examine the export experience of the firm e.g. the length of time the 
company has been involved in exporting (Obguehi & Longfellow, 1994, cited in Watson, 

2001), others specifically address the export management experience of individual decision- 

makers in the firm (Wiedersheim-Paul et al., 1978; Watson, 2001). Katsikeas et al. (1996:18) 
considered two fundamental dimensions of a firm's exporting experience refer to the length 

"the number of years the manufacturer had been engaged in exporting activities", measuring 

the intensity of the firm's exporting experience, and scope "the number of countries that the 
firm was involved in through regular exporting operations", measuring the diversity of this 

experience. It was hypothesised in the present study that export experience measured by the 
two fundamental dimensions according to Katsikeas et al. (1996) and with the year company 

established variable.

5.4.2 Managerial characteristics

There is a well-established body of literature on the influence of personal characteristics of 

decision-makers on the development of overseas activity of SMEs (Morgan, 1997; Sonia et 

al., 2005; Knowles et al., 2006). Within the pertinent literature, a large number of items have 

been adopted to capture the essence of decision maker characteristics which can be classified 

on an objective and subjective basis. Morgan (1997:81) observed that objective 

characteristics concern the decision maker's educational training in international business, 

foreign language capabilities, and previous experience in working for an export trading firm.
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Subjective characteristics refer to the perceived attractiveness of exporting and reflect the 
decision maker's perception of risk, profit and costs of exporting.

The independent variables evaluating the managerial characteristics to be used in the research 
are as follow:

• Level of education

• Knowledge of foreign languages

• International experience
• Age

Better educated decision makers are likely to be more activist and involved in foreign 
dealings thus being more prepared to objectively evaluate the advantages and disadvantages 
of exporting, as well as to acquire more managerial knowledge and capabilities, which could 
improve export performance (Sonia et al., 2005). Keng and Jiuan (1989) suggest explicitly 
that a higher level of decision makers' formal education is positively associated with a more 
favourable attitude toward exporting.

The crucial ability of decision makers in exporting firms to converse in foreign languages has 
been well documented within the literature (Morgan, 1997; Sonia, 2005; Knowles et al., 
2006). Firms with an interest in exporting are often led by managers with significantly higher 
levels of formal education and with foreign language skills than firms without such interest 
(Morgan, 1997). Language proficiency has been accredited with contributing to international 
achievement in a number of ways. For instance, unproved availability of market information, 
enhanced negotiation skills, and an improved understanding of trade partners' business 
culture (Knowles et al., 2006).

It appears that decision-makers with language talents are in a situation to progress forward in 
international trade to a degree that those without languages are not. Those with languages are 
able to make use of a "bridge to culture" (Naor, 1983, cited by Morgan, 1997). As well, 
Leonidou et al. (1998) found that foreign language skill has been positively related with 
export growth as this skill may assist to create social and business contacts overseas, develop 
communication and interaction with foreign customers, and facilitate effective planning and 

control in overseas markets.
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The time managers spent overseas has been considered an essential factor which could clarify 

the export intensity, since it involves managers' exposure to foreign cultures, which allows 

gathering of greater experiential knowledge about international markets (Leonidou et al., 

1998; Sonia et al., 2005). Fredrickson (1985, cited in Morgan, 1997) proposes that the 

decision making process of experienced managers differs markedly in comparison with their 

inexperienced counterparts due to the advantage of their skills which have been developed 

from previous work experience.

Manager's age has been proposed as a predictor of export behaviour, since younger managers 

tend to be more internationally minded and cosmopolitan than older ones. Therefore, it will 

be negatively related with export intensity (Sonia et al., 2005). Dichtl et al. (1990, cited in 

Knowles et al., 2006) found that, generally, decision-makers are "not foreign market- 

oriented" if they are older, less well educated and have lower levels of skill in foreign 

languages.

Manager characteristics such as education, age, knowledge of foreign languages, number of 

years in business, etc., have a direct influence on export performance (Cavusgil & Nevin, 
1981; Miesenbock 1988; Aaby & Slater, 1989). Extensive empirical research confirmed that 

exporters often had superior foreign language skills, had more experience of living and 

traveling abroad, had higher levels of education, had more previous exporting experience and 

were more risk averse (Miesenbock, 1988; Morgan, 1997; Watson, 2001; Shoobridge, 2004). 
Wilkinson & Brouthers (2006) suggests that the attitudes exhibited by managers toward 

exporting play an important role in whether or not firms become engaged in exporting. 

Therefore the research hypothesis read:

Hypothesis 5: Managerial characteristics (number of years in business, education, knowledge 

of foreign language, age) are related to export performance.

In order to test this hypothesis, four sub- main hypotheses are formulated:

Hypothesis 5-A: Management experience is positively related to export performance. 

Hypothesis 5-B: Better educated decision maker is positively related to export performance.
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Hypothesis 5-C Decision-maker with language talent is positively related to export
performance.

Hypothesis 5-D: Manager's age is negatively related to export performance.

5.4.3 Exporting Barriers

The independent variables evaluating the exporting barriers to be used in the research is as 
follow:

• Internal exporting barriers

• External exporting barriers

SMEs report a range of barriers which they perceive to be detrimental as they seek to access 
international markets (OECD, 2006a,b). Actually, the occurrence of these barriers can largely 
clarify why current exporters are not exploiting their full potential in the international 
marketplace and why non-exporters are not engaged in exporting at all (Leonidou, 1995).

To bring together barrier characteristics, authors have proposed different classificatory 
techniques. Based on the literature review and discussion with practitioners in Jordan a 
modified model of Leonidou (2004) had been developed into internal exporting barriers 
which classified into (internal barriers that correlated with organisational capabilities / 
resources and company approach to export business), for analytical purposes, internal barriers 
can be broken up into informational, functional, financial and marketing barriers. External 

barriers which classified into (external, which related to the home and host environment 
within which the firm operates), for analytical purposes, external barriers can be broken up 

into procedural, governmental, task and environmental (See figure 5.2).

Export problems often provoke failures in foreign business operations, bringing financial 
losses along with negative attitudes toward exporting activities among both current and 

would be exporters (Leonidou, 1995). The conceptual proposition of this is that barriers make 
business performances more difficult overseas in contrast with domestic market activities. In 

this respect, preceding to domestic firms becoming exporters a fear threshold has to be 

conquered in order for the firm to benefit from its export potential (Morgan & Katsikeas, 

1997).

135



It is apparent from both the export literature that exporting firms face a wide range of barriers 

which can constrain their efforts to developing their export market (see Chapter 3 for more 

detail). It is considered that the causal link between perceived export barriers and export 

performance is likely to be that the former gives drop to the latter. Thus, the argument is that 

the greater the level of certain perceived export barriers are less likely to perform well. Thus, 

it is expected that perceived export barriers are related to export performance and the 

following hypotheses are proposed:

Hypothesis 6: Perceived exporting barriers are negatively related to degree of exporting. 

Hypothesis 7: SMEs' managers perceive exporting barriers as influential to exporting. 

Hypothesis 8: The perception of SMEs managers towards exporting barriers considered by 

way of their level of exporting activities that ranges from non exporter to experienced 

exporter are similar.

Hypothesis 9: The higher the perceived [a] internal and [b] external international barriers, 

the lower the performance.

Thirty-six exporting barriers items were selected for the study. As it has been advocated in 

the exporting barriers literature that one issue may be a frequent problem but not too 

important, while another may be of importance but rarely a problem each barrier was 

measured for its obstructing impact on ongoing export operations on a five-point scale, 

ranging from not important at all (1) to very important (5).
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Figure 5.2: Classification of export barriers based on the modified model of Leonidou, (2004)

Internal Barriers

External Barriers

Informational

Functional

Financial

Marketing

Product

Price

Distribution/Promotions

Logistics

Procedural

Governmental

Task

Environmental

Economic

Political- Legal

So ciocul rural

Insufficient information about overseas markets
Difficulty in making customer contacts
Difficulties in gaining access to some data sources
Lack of managerial time to deal with exports
Lack of personal trained to deal with exporting operations
Lack of export skills
Lack of excess production capacity for export
Lack of new technology
High cost of capital to finance exports
Lack of financial resources to finance exports
Actual product unsuitable for overseas markets
Difficulties in meeting export packaging
Difficulties in meeting importers' product quality

Difficulties in adapting export product design
Difficulties in setting up adequate after-sales services
Lack of competitive price to customers in foreign markets
Lack of ability to locate reliable agent

Complexity/ Accessing foreign distribution and advertising 
channel
Unavailability of warehousing facilities abroad
High transportation costs
High insurance cost
Complexity of export documentations requirements
Inadequate communications with overseas customers
Slow collection of payments from abroad
Lack of Jordanian government incentives
Inadequate Government regulations and rules
Complex government bureaucracy
Keen Competition in export markets

poor or deteriorating in economic situation in the region
Currency fluctuations
Unconvertible foreign currencies
Political instability in foreign markets
Strict foreign rules and regulations
High tariff and non-tariff barriers
Language differences overseas
Cultural differences overseas

5.4.4 Export Performance

The dependent variable export performance has long been a construct of central interest in the 
international marketing literature (Katsikeas et al., 1996; Diamantopoulos, 1999: Sousa, 
2004). Such interest was motivated by the low export performance of many countries that 
have the prospective to be successful exporters, and the in capability of macro-economic 
studies to clarify the different export performance of firms within the same industry and same 
country (Boukersi, 1990, cited in Boodai, 2001). A substantial literature has collected 
studying the external and internal variables affecting the individual firm's export performance 

and its internationalisation process (Katsikeas et al., 2000; Sousa, 2004).
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The literature on export performance has been classified in two fundamental approaches: The 

first compared exporters with non-exporters in order to develop a profile of the characteristics 

that differentiate the two groups of firms and identify the ones associated with better 

performance categories (Aaby & Slater, 1989; Katsikeas et al., 1996). The second approach 

measures a firm's position based on some dimensions of export performance, the most 

commonly used dimensions are rate of growth in export sales and percentage of total sales 

accounted for by exports (Aaby & Slater, 1989; Larimo, 2007). From another perspective, 
some researchers attempted to investigate the motives and barriers to exporting (Leonidou, 

2004; Leonidou et al., 2007). These studies were aimed to determine which variables 

motivate the firm to involve and expand its exports and to highlight the variables that hinder 

and discourage the firm's export involvement and expansion in exporting.

A major problem in comparing empirical studies of exporting is that different performance 

measures have been used by different researchers (Zou & Stan, 1998; Katsikeas et al., 2000; 

Sousa, 2004; Larimo, 2007). This lack of agreement on the conceptualisation and 

measurement of export performance makes it difficult to compare findings of different 

studies, as it is almost impossible for scholars to decide whether the contradictory findings 

can be credited to the independent variables or the use of different measurement scales of 

export performance (Zou & Stan, 1998; Sousa, 2004).

The researchers used either objective or subjective measures for export performance (Lages 
& Montgomery, 2004; Sousa, 2004). Some other researchers have used multidimensional 

measures, combining two or more export performance measures (Belso-Martinez, 2006; 

Altintas et al., 2007).

To this effect, there is no general agreement about the export performance of firms. A 

number of researchers have tried to use an integrative approach to export performance (e.g. 

Diamantopoulos, 1999; Katsikeas et al., 2000; Sousa, 2004). There is a general agreement 

that export performance is affected by a variety of factors, but there is no agreement on the 

nature and type of those multiple factors. Gemunden (1991, cited in Boodai, 2001) in his 

review of fifty export-related empirical studies, for instance, enumerated more than 700 

factors.
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The export performance literature highlights the importance of the following variables: 
perceived obstacles to exporting, managerial characteristics, managerial competences, 
managerial orientation, firm size and export strategy variables. Most of these concepts have 
been incorporated in the study, and the use of these is discussed in the relevant sections 
above.

In the present review, the factors influencing export performance have been classified into 
four main groups. Three groups are concerned with internal factors: firm size, experiences, 
and management. The other group is concerned with external environment: exporting 
barriers, which classified into internal and external barriers (for more detail see sections 5.4.1 
& 5.4.2 & 5.4.3).

With this background, export performance was operationalised using different measures of 
export performance, namely, objective measure of export intensity; subjective measures of 
export sales, total sale and profitability. Respondents were asked to indicate their perception 
of how well their company had performed in achieving each of these objectives, over the last 
three years. A five-point scale, ranging from "Significant decline" (1) to "Significant 

increase" (5), was used.
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Chapter Summary

This chapter has presented the conceptual framework for the research study. The framework 

incorporates four concepts groups. Based on our review of literature about 

internationalisation and export, certain company characteristics, managerial characteristics 

and exporting barriers "internal and external" variables are integrated and viewed as 

potentially significant factors influencing export performance. Each research question and 

hypotheses associated with it were explained in this chapter.
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Chapter 6: Research Methodology

6.1 Introduction

This chapter explains the research methodology adopted for this study and also presents an 
overview of the research plan and statistical techniques used to test the research hypotheses. 
The chapter therefore covers the research aim and hypotheses, research scope, research 
paradigm, research design, sampling design and sampling procedures, and the data collection 
method.

The study employs a mixed method approach to meet the aims of the study and to increase 
the reliability and validity of the results. Since the researcher does not want to start with 
preconceived ideas and hence analytical hypotheses that might prove to be detached from the 
realities of the field. Hence, this research is component of two phases.

Phase one is fully exploratory where the aim was to determine the range of barriers facing 
SMEs in Jordan and the intensity or rather widespread of those barriers. Consequently, in the 
first phase, a qualitative approach using in-depth interviews was used to explore the research 
matters in the real context of Jordan. Based on the outcomes of the interviews, a hypothetico- 
deductive approach was used to focus on the most important difficulties reported by 
respondents. Once, the most important barriers had been identified "export barriers", a desk 
research was conducted to see whether there are models, theories or any conceptual 
frameworks available to conduct the research taking into account cultural differences and 
their potential impact on the application of those models and theories. To this effect, the 
second phase used a quantitative approach based on survey strategy using structured 
questionnaires to gather data from a random sample of 500 SMEs in Jordan to verify and 

extend the research finding across a wider area.

The model and methodology described in this chapter are based the theoretical framework for 

SME internationalisation presented in Chapter (2), and on the literature linked to SME 

exporting and exporting barriers presented in Chapter (3), and on the literature linked to 

SMEs export performance in Chapter (4).
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6.2 Statement of Aim and Hypotheses

The main focal point of this study is to investigate the exporting barriers that Jordanian's 

manufacturers face when engaging in international business, and the relationship between the 

perceived exporting barriers and export performance of Jordanian SMEs. The importance of 

the SME contribution to the Jordanian economy, and particularly export earnings, is very 

obvious from the literature review. Growth is clearly an important element and exporting is 

one of the most important forms of such growth. Hence, the need for SMEs to overcome 

export barriers is a key factor in their existence. To this effect, the main focal point of this 

study is to investigate the exporting barriers that Jordanian's manufacturers face when 

engaging in international business, and the relationship between the perceived exporting 

barriers and managerial/firm characteristics with export performance of Jordanian SMEs. 

More specifically, the research objectives for the study are:

First: To investigate possible differences in the perception of SMEs managers towards

exporting barriers considered by way of their level of exporting activities that ranges from

non exporter to experienced exporter.

Second: To examine the relationship between exporting barriers and export performance of

SMEs.

Third: To examine the relationship between firm and managerial characteristics and export

performance of SMEs.

In order to achieve these research objectives, this research will be complemented with the 

impact of other research issues such as company characteristics, managerial characteristics on 

export performance. The analysis will take into consideration relevant internationalisation 

theories, and the research will make use of the internationalisation stage theories to segment 

the samples firms in order to facilitate the analysis, and present business performance 

comparisons between firms in the different exporting stages.

Based on the above, the following hypotheses will be tested:

Hypothesis 1: Firm size is positively related to export performance.

Hypothesis 2: Firm size is positively related to degree of exporting.
Hypothesis 3: Company exporting experience is positively related to export performance.
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Hypothesis 4: Company exporting experience is positively related to degree of exporting.
Hypothesis 5-A: Management experience is positively related to export performance.

Hypothesis 5-B: Better educated decision maker is positively related to export performance.
Hypothesis 5-C Decision-maker with language talent is positively related to export
performance.

Hypothesis 5-D: Manager's age is negatively related to export performance.

Hypothesis 6: Perceived exporting barriers are negatively related to degree of exporting.
Hypothesis 7: SMEs' managers perceive exporting barriers as influential to exporting.

Hypothesis 8: The perception of SMEs managers towards exporting barriers considered by
way of their level of exporting activities that ranges from non exporter to experienced
exporter are similar.

Hypothesis 9: The higher the perceived [a] internal and [b] external international barriers,
the lower the performance.

Essentially, the approach is to test the hypothesis by searching for empirical evidences to 
support them. This approach can be considered a hypothetico-deductive approach in the 
postpositivist paradigm where the hypothesis is first developed and then tested. The 
hypothesis-testing process involves a two stage process; firstly, by using in-depth interviews 
on a smaller sample (15 SMEs) and secondly, using questionnaires over a larger sample (500 

SMEs).

6.3 Scope of Research

In recent decades, many scholars have adopted a company perspective of international trade 

by attempting to investigate the forces inhibiting the firms to initiate, develop or sustain 
export operations (Katsikeas & Morgan, 1994). However, an overview of the broad bodies of 
literature addressing exporting barriers facing SMEs in developing countries reveals that 

there has been lack of extensive research on this subject (Tesfom & Lutz, 2006; Altintas et 
al., 2007). The majority of studies have reported upon data gathered in industrialised typically 

western countries (Ahmad & Julian, 2006; Leonidou, 2004). It is unfortunate to note that not 
much is known about the international activities of these firms in developing countries. The 

main reason for this is that they do not receive the same kind of attentions as large companies 

do.
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While an extensive body of literature exists regarding the export practices of firms, arguably, 

much of the literature has concentrated on the activities of large multinational enterprises, and 

there is a need to further develop the knowledge of internationalisation in small firms 

(Ahmad & Julian, 2006; Rundh, 2007; Zeng et al., 2008). The overwhelming majority of 

studies examining exporting barriers facing SMEs, especially studies that classified the 

export barriers of small and medium-sized manufacturing firms have been conducted in 

America and Europe (Ibeh, 2003; Neupert et al., 2006). In addition, there is the issue of the 

methodological limitations in much of the internationalisation school's research deserves 

attention. Past research samples have been made up of exporters who have been asked to 

reconstruct past behaviour that may have taken place many years ago, and that poses a 

question mark about the 'recall' issue in methodology (Kaleka & Katsikeas, 1995; Leonidou, 

2004). Moreover, most of these studies focused on exporters and did not survey non- 

exporters. This study is an attempt to correct such limitations by surveying non-exporting as 

well as currently exporting firms. This observation provides scope for an important gap 

within the existing literature to be addressed concerning the need for research to be 

undertaken in a number of geographic areas which have obtained limited consideration to 

date, including Jordan which represents one of the developing countries.

Given the structural differences between developed and developing countries, it is possible 

that SMEs in developing countries may face challenges that are different to those faced by its 

counterparts in the developed world. Therefore, as many authors stressed (e.g. Leonidou, 

2004; Kazem & Heijden, 2006), understanding the scope and importance of different barriers 

may be expanded by extending such researches outside of the developed countries arena.

This study concentrates on the issue of export performance and its determinants among 

indigenous firms in Jordan. Specifically, export marketing activities are of vital importance to 

the survival and growth of Jordanian companies. This is ascribed to the relatively small local 

market size and to the country's gradual shift from heavy reliance on import substitution 

strategies in the last two decades to contemporary export orientation. Also, there is now a 

need for an urgent action plan to correct the situation "Deficit in trade balance" in Jordan 

economy. The action plan needs to include what causes or prevents Jordanian firms from 

exporting. Although the literature has recorded some discussions on internationalisation of 

firms in developed countries, there is a paucity of internationalisation efforts from
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manufacturing firms in developing countries. By investigating the exporting barriers that 

Jordanian's manufacturers face when engaging in international business, this study can enrich 

the body of knowledge on internationalisation of manufacturing firms in developing 

countries. It offers guidance for future research in a field of research that is still in its infancy.

Having reviewed in chapter two the main traditional approaches to internationalisation, this 

research will focus mainly on the stage models. This research intends to analyse how external 

and internal exporting barriers and firm/managerial characteristics influence the export 

performance of the firm. The stage theory of internationalisation will be used as a 

categorisation tool between exporters and non-exporters. The differences will focus on how 

these firms obtain and manage external and internal exporting barriers within the firm.

To bring together barrier characteristics, authors have proposed different classificatory 

techniques. Based on the literature review and discussion with practitioners in Jordan a 

modified model of Leonidou (2004) had been developed into internal exporting barriers 

which classified into (internal barriers that correlated with organisational capabilities / 

resources and company approach to export business), for analytical purposes, internal barriers 

can be broken up into informational, functional, financial and marketing barriers. External 

barriers which classified into (external, which related to the home and host environment 

within which the firm operates), for analytical purposes, external barriers can be broken up 

into procedural, governmental, task and environmental.

6.4 The Research Philosophy

The two main philosophical positions adopted by researchers in the 20th century are the 

positivist paradigm and the phenomenological paradigm. Consideration by researches of their 

philosophical stance on these paradigms should provide direction for designing all phases of 

the research study, increase awareness of the limitations of particular approaches and 

ultimately lead to better research.

The positivist approach (also labeled the empiricist or objectivist view) attempts to apply the 

methods and principles of the natural sciences to the study of marketing behaviour, also it is 

dominant in organisational science and seeks to explain reality. Alternatively, the
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phenomenologjcal approach (also called the social constructionist, interpretive or subjectivist 
view) defines marketing behaviour as a way of interpreting the intersubjective meanings 

through which managers view the world (Collis & Hussey, 2003). It can be suggested that 
the positivist paradigm is a "top-down, outside-in" research approach and that the 

phenomenological paradigm is a "bottom-up, inside-out" research approach (Mangan et al., 
2004).

There are many other paradigms, two moderate ones are postpositivism and pragmatism. The 
postpositivist paradigm defines the research design for this study and incorporates the 
methodology and the methods of data collection to be used.

6.4.1 The Post-Positivist Paradigm

Some scholars insist that postpositivism is nothing more than an overreaction, and that it is 
time for a rapprochement that realigns positivism with the relativism that characterize 
postpositivism (Tashakkori & Teddlie, 1998:7). Postpositivism is a nonfoundationalist 
approach to human knowledge that rejects the view that knowledge is erected on absolutely 
secure foundations (Phillips & Burbules, 2001:29). Postpositivism accept that we cannot 
observe the world we are part of as totally objective and disinterested outsiders, and accept 
that the natural sciences do not provide the model for all social research. However, they do 

believe in the possibility of an objective reality (Muijs, 2004).

Dissatisfaction with the axioms of positivism (especially with regard to ontology, 
epistemology, and axiology) becomes increasingly widespread throughout the social and 
behavioral sciences during the 1950s and 1960s, given rise to postpositivism (Tashakkori & 

Teddlie, 2003). As Cuba and Lincoln (1994, cited in Tashakkori & Teddlie, 1998:7) have 
noted, postpositivism is the intellectual heir to positivism and has addressed several of the 

more widely discredited tenets of positivism.

One of the most common forms of postpositivism is a philosophy called critical realism. A 
critical realist believes that there is a reality independent of our thinking about it that science 

can study. Positivists were also realists. The difference is that the postpositivist critical realist 

recognises that all observation is fallible and has error and that all theory is revisable (Muijs,
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2004). According to Denzin & Lincoln (2008) positivist contended that there is a reality out 
there to be studied, captured, and understood, whereas the postpositivists argue that reality 
can never be fully apprehended, only approximated. Postpositivism relies on multiple 
methods as a way of capturing as much of reality as possible.

Table 6.1 below contains a presentation of what we consider to be the primary distinctions 
among four major paradigms used in social and behavioural science: positivism, 
constructivism, postpositivism, and pragmatism. As indicated in Table 6.1, positivists believe 
that inquiry is value-free, while postpositivists realise that values play an important role in 
inquiry, but they also believe that it is possible to control the degree to which values 
influence results and interpretations.

Table 6.1: Comparisons of Four Important Paradigms Used in the Social and Behavioral Sciences

Approach

Ontology

Epistemology

Axiology

Causality

Logic

Positivism

Quantitative

Single reality

Independence of 
the knower and 

the known

Research is 

value-free

There is cause 

and effect

Deductive

Constructivism

Qualitative

Multiple 
realities

Inseparability of 
the knower and 

the known

Research is 

value-bound

The cause and 

effect are 
indistinguishable

Inductive

Post-positivism

Primarily 

quantitative

Critical reality

Modified 
dualism. Findings 

probably 
objectively true

Research involves 

values, but they 
may be controlled

Causes are 
identifiable in a 

probabilistic 

sense that change 

over time

Primarily 

deductive

Pragmatism

Quantitative + 
Qualitative

External reality 
exists. Choose 
explanations 

pragmatically

objective and 

subjective points 
of view accepted

Values play an 
important role in 

interpreting 

results

There may be 

causal linkages, 
but we will never 

be able to pin 

them down

Inductive + 

Deductive

Source: Tashakkori & Teddlie (1998:7).
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This research follows the postpositivist social research approach for these reasons:

• It is primarily deductive. This research project test theory by observing the 
internationalisation behaviour of SMEs in Jordan.

• This research seeks to explain casual relationships between variables, i.e. between 
export performance indicator (dependent variables) and exporting barriers, firm 
characteristics, managerial characteristics variables among other independent 
variables.

• This study uses primarily quantitative data obtained from questionnaire surveys. 
Although the research design includes exploratory qualitative research which is more 
generally associated with the phenomenological paradigm. Therefore, it can be argued 
that reliance on in-depth qualitative interviews within this study and the use of this 
supporting research method was for background purposes only.

• Value-freedom. The research involves values, but they may be controlled. The choice 
of what to study, and how to study it, can be determined by objective criteria rather 
than by human beliefs and interests. In our case, it was the available research funding 
what determined the direction of our research.

• Generalisation. A representative sample of sufficient size is being selected and 
targeted (500 firms).

6.4.2 Deductive-Inductive and Hypothetico-Deductive Research

Deductive research is a study in which a conceptual and theoretical structure is developed and 
then tested by empirical observation. Whereas, the inductive research is a study in which 
theory is developed from the observation of empirical reality (Collis & Hussey, 2003:15). 
Also it represents the commonest view of the nature of the relationship between theory and 

research (Bryman & Bell, 2003).

The extent to which there is a clear idea about the theory at the beginning of the research 
raises an important question concerning the design of the research project. This is whether the 
research should use the deductive approach, in which to develop a theory and hypotheses and 
design a research strategy to test the hypotheses, or the inductive approach, in which to 
collect data and develop theory as a result of the data analysis (Saunders et al., 2003). Insofar 
as it is useful to attach these approaches to the different research philosophies, the deductive
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approach owes more to positivism and inductive approach to Phenomenological. Table 6.2 

explains the major differences between deductive and inductive approaches to research 

(Saunders et al., 2003).

Table 6.2: Major differences between deductive and inductive approaches to research

Deduction emphasises

• Scientific principles

• moving from theory to data

• the need to explain casual relationship between variables

• the collection of quantitative data

• the application of controls to ensure validity of data

• the operationalisation of concepts to ensure clarity of definition

• a highly structured approach

• researcher independence of what is being researched

• the necessity to select sample of sufficient size in order to generlaise conclusions 
Induction emphasises

• gaining an understanding of the meanings humans attach to events

• a close understanding of the research context

• the collection of qualitative data

• a more flexible structure to permit changes of research emphasis as the research progresses

• a realization that the researcher is part of the research process

• less concern with the need to generalise

According to Johanson-Laird & Byrne (1992:3) the researcher need to make deduction in 
order to formulate plans and to evaluate actions, to determine the consequences of 

assumptions and hypotheses, to interpret and to formulate instructions, rule, and general 
principle, to pursuer arguments and negotiations, to weigh evidence and assess data, to decide 

between competing theories, and to solve problems.

Deductive logic thus underpins the hypothetico-deductive methods. This consists of 

elaborating one or more general hypotheses, and then comparing them against a particular 

reality in order to assess the validity of the hypotheses formulated initially (Thietart, 

2001:53). Figure 6.1 illustrates how the hypothetico-deductive method is used to test 

hypothesis from a theory.
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Figure 6.1: The hypothetico-deductive method applied to testing of a theory

Existing theory ., Empirical evidence
ves

Consistent ——————————— > Accept existing theory 

no 1 
Generate new theory ^ —————————————— |

Conjecture rejects new theory 
Hypotheses

Empirical tests __________________
I non-refuted 

Tentatively accept new theory
Source: Andersen (1983:28) cited in Thietart (2001)

Since the researcher does not want to start with preconceived ideas and hence analytical 
hypotheses that might prove to be detached from the realities of the field. Phase one is fully 
exploratory where the aim was to determine the range of barriers facing SMEs in Jordan and 
the intensity or rather widespread of those barriers. Consequently, in the first stage, a 
qualitative approach using in-depth interviews was used to explore the research matters in the 
real context of Jordan. Based on the outcomes of the in-depth interviews, a hypothetico- 
deductive approach used to focus on the most important difficulties reported by respondents. 
Once, the most important barriers had been identified "export barriers", a desk research 
conducted to see whether there are models, theories or any conceptual frameworks available 
to help formulate hypotheses to be tested taking into account cultural differences and their 
potential impact on the application of those models and theories. Therefore, the second stage 
was a quantitative approach using survey strategy based on questionnaires was conducted to 
gather data from a random sample of 500 SMEs in Jordan to verify and extend the research 

finding across a wider area.

The current research methodology, therefore, follows a sequential less dominant-dominant 
qualitative-quantitative methodology as shown in the (figure 6.2) below where the 
quantitative part of the research is the dominant (cf. Tashakkori& Teddlie, 1998: Bryman & 

Bell, 2003).
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Figure 6.2: the current research methodology.

Qualitative > ( Onanrirative ) > Results

Source: Ulin et al. (1996) cited in Tashakkori& Teddlie (1998)

6.5 Research Design

Choosing a research design (either qualitative or quantitative) for a particular study is not 
always easy. Thus the researchers should consider the strength and weaknesses of these 
approaches before employing it. Having addressed the research philosophy and the related 
assumptions, the next stage of the research process is to plan a suitable research design.

Research design is the science of planning procedures for conducting studies so as to get the 
most valid findings (Collis & Hussey, 2003; 113). A research design relates to the criteria that 
are employed when evaluating business research. It is, therefore, a framework for the 
generation of evidence that is suited both to a certain set of criteria and to the research 
question in which the investigator is interested (Bryman & Bell, 2003: 31).

The main research methods are experiments, surveys, case study, ethnography, grounded 
theory, and action research (Saunders et al., 2003). It is beyond the scope of this thesis to 
review all of these research methods. The in-depth interview as a qualitative research is 
discussed in section 6.6. Whereas the survey methodology self administrated questionnaire as 

a quantitative research is discussed in section 6.7

The objectives of the study design were to ensure that: the model's constructs would be 
reliably and accurately measured, the hypotheses could be rigorously tested, and the results 
could be generalised. To meet these objectives, primary data collection was necessarily as no 
adequate secondary data sources were publicly available in Jordan. Generally, there are three 
ways in collecting primary data: personal interviews, questionnaires, and /or telephone 
interviews. Each of these methods has advantages and disadvantages. The specific primary
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data collecting data procedure adopted for this study was an anonymous self administrated 
questionnaire.

6.6 The Qualitative Phase

In qualitative research the emphasis tends to be on individuals' interpretations of their 
environments and of their own and others' behaviour. Furthermore, qualitative research can 
be construed as a research strategy that usually emphasises words rather than quantification 
in the collection and analysis of data and the presentation of the data tends to be sensitive to 
the nuances of what people say and to the contexts in which their actions take place (Bryman 
& Bell, 2003:25).

6.6.1 The Rationale for Using this Approach

In order to determine what kind of difficulties facing SMEs in Jordan, there are three main 
strategies available: these are exploratory survey, in-depth interviews, and focus group. Focus 
group is discarded straight forward because of its impossibility in Jordan. In other terms, it is 
extremely difficult for a PhD student to convince managers to gather in one place in order to 
conduct some research. Exploratory survey and in-depth interviews are both valid but both 
have the inherent shortcomings of quantitative and qualitative methodologies. The 
exploratory survey has been used in different studies to explore new grounds (e.g. McAdam 
& Reid, 2001; Themistocleous et al., 2001) with the advantage of allowing the researcher to 

make generalisation.

In-depth interviews, on the other hand, have the advantage of allowing the researcher to get a 
better and more in-depth view of the issue in questions. Since the objective is more to be 
acquainted with the SMEs problems rather than to make generalisation or to generate 
theories. To this effect, this research was conducted in two stages. Stage one involved in 
depth- interview to explore and identify the constrained of SMEs in Jordan. Based on the 
outcomes of the in-depth interviews, a hypothetico-deductive approach was used to focus on 

the most important difficulties reported by respondents "exporting barriers".
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As the researcher had a reasonably clear idea of the issues involved. It was believed that 

investigating issues regarding SMEs in Jordan by conducting in-depth interviews was the 

most effective and appropriate method to be used to explore and identify the range of barriers 

facing SMEs in Jordan and the intensity or rather widespread of those barriers. In addition, 

the reasons for choosing to do in-depth interviews are related to certain characteristics and 

socio-economic backgrounds of the interviews in Jordan.

In-depth interviews as a form of exploratory research allow the researcher to explore the 

respondent for details or explanation or seek clarification. In addition, qualitative data can be 

used for three additional purposes: developing hypotheses, testing hypothesis and 

supplementing, justification, enlightening, or reinterpreting qualitative data gathered from the 

same setting (Bryman & Bell, 2003).

The content of the in-depth interviews informed by literature review relating to problems of 

SMEs in both the developing and the developed worlds. The outcome of the literature review 

formed the interviews' free format agenda (Patton, 2002; Denzin & Lincoln, 2005).

6.6.2 The Advantages and Disadvantages of the Approach

In-depth interviews has several advantages, and a few disadvantages. The advantages can be 

summarised as follows:

• Give the researcher the chance to explain the questions to avoid any 

misunderstanding.
• The parameters of the investigation are less rigid and are more likely to be determined 

by the participants.
• Qualitative interviewing is meant to be flexible and to seek out the world views of 

research participants.
• Face-to-face interviews also have the highest response rated and permit the use of 

long questionnaires.
• It provides a detailed and more in depth information than other surveys
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The disadvantages can be summarised as follows:

• With a wide geographical area and a large sample it can be very difficult to achieve 
good coverage.

• The generalisability of finding

• Impressionistic and subjective "qualitative findings rely too much on the researcher's 
often unsystematic views about what is significant and important.

• Interviews are time consuming and costly, partly due to the geographical limitations 
on the interviews.

• It is hard to analyse and compare data

The main advantages of using in- depth interviews in this study: the ability to adapt the 
questions as necessary, clarity doubts and ensure that the responses were clearly understand 
by repeating or rephrasing the questions and enabling the researcher to question firms closely 
on the major constraints encountered in reviewing the growth determinants and barriers 
faced by SMEs.

6.7 The Survey Research

Survey research is one of the most important areas of measurement in applied social research 
(Collis & Hussey, 2003). A survey is a positivistic methodology whereby a sample of 
subjects is drawn from the population and studied to make inferences about the population 
(Hussey & Hussey, 1997). A survey design usually involves the collection of data on a 
number of variables from a number of units at one particular point in time (cross-sectional). 
All participants are asked exactly the same questions in the same circumstance. The units of 
analysis from which the data are collected may be people, firms, departments in 

organisations, industries, households (Bryman & Bell, 2003).

Surveys are frequently administered by a questionnaire or structured interview. While 
surveys are generally associated with questionnaires and interviewing, the research design 
may incorporate structures observation or research based on pre-existing statistics (Bryman & 
Cramer, 2001). This research uses the questionnaire as methods for data generation and 
collection. It is concerned with measurement, quantification and instrument building, and 

with making sure that our instruments are appropriate, valid and reliable.
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The questionnaire provides a quantitative description of some fraction of the population 

through a data collection process asking questions of respondents (Bryman & Bell, 2003). 

According to Saunders et al. (2003:281) the questionnaire is one of the most widely used 

survey data collection techniques because each person "respondent" is asked to respond to the 

same set of questions, it provides an efficient way of collecting responses from a large sample 

prior to quantitative analysis. Also Collis & Hussey (2003:173) define the questionnaire as a 

list of carefully structured questions, chosen after considerable testing with a view to eliciting 

reliable responses from a chosen sample.

Survey can therefore be used for descriptive or explanatory research. Collis and Hussey 

(2003:66) identify the following types of surveys:

• Descriptive survey: concerned with identifying and counting the frequency of a 

specific population.

• Analytical survey: the intention is to determine whether there is any relationship 

between different variables.

The questionnaire as a data collecting instrument provides the following advantages:

• A questionnaire survey allows for the collection of significant amounts of data and 

covers much larger sample size.

• A questionnaire survey is cheaper and less time-consuming than conducting 

interviews and very large samples can be taken.

• Quicker to administer since self-completion questionnaires can be sent out by post or 

otherwise distributed in very large quantities at the same time.

• No interviewer variability since self-completion questionnaires do not suffer from the 

problem of interviewers asking questions in a different order or in different ways.

• A questionnaire survey is suitable for statistical analysis because the raw data 

collected can be easily interpreted using various types of statistical methods.

• It permits anonymity.

On the contrary, disadvantages of the questionnaire are factors such as misinterpretation of 

the questionnaire, lack of clarity and low response rates. Bryman & Bell (2003) and Collis &
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Hussey (2003) however, argue that a careful demonstration and design of the questionnaire 
can neutralise the outlined weakness.

Consequently, a number of criteria were used in designing the questionnaire for this study. 
The questions must be objective, should cover the widest range of possible answers reflecting 
different circumstances and should not be ambiguous. The firm questionnaire was 
constructed and designed to elicit information specific to this study. The questionnaire in 
English is given in Appendix 6.1. It was then translated into Arabic. The Arabic version is 
given in Appendix 6.2.

6.7.1 Types of Questionnaires

Questionnaires can be administered in three different ways:

1. On-line questionnaires. Such questionnaires are delivered and returned electronically 
using either email or the internet.

2. Posted to respondents who return them by post after completion. The postal 
questionnaire is best administered if the study involves a large number of respondents 
dispersed over a wide geographical area. Nevertheless, postal questionnaires have 
their disadvantages. They usually have a low response rate (Collis & Hussey, 2003).

3. Delivered by hand to each respondent and collected later "delivery and collection 
questionnaires". With the delivery and collection questionnaires, the researcher can 
sometimes check who answered the questions at collection (Saunders et al., 2003).

The present research will consider the application of questionnaire techniques delivery and 

collection questionnaires as the main research methods for this research project within the 
Jordanian business community. The delivery and collection questionnaires has been selected 
as the most appropriate survey instrument after weighing the advantages and disadvantages 

and evaluating its use in similar research in the literature:

• In the context of the culture in Jordan, respondents are less likely to respond to survey 
questionnaires sent through the mail by people they do not know. By handing 
questionnaires directly to qualified respondents the problem of poor response rate can 

be reduced.
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• The postal and address systems in Jordan are highly sophisticated and the mail survey 
can be targeted inefficiently as non-receipt is very likely.

• It allows for anonymity. This is relevant in Jordan as some respondents do not like to 
be interviewed in person and prefer to record their views without the presence of the 
researcher.

• Compared to interviews, it allows for greater uniformity in measurement as each 
respondent responds to the same question in the same order. This aids analysis and 
interpretation of data collected.

6.7.2 Piloting and Pre-Testing of the Questionnaires

This phase of the research was performed to identify construct defects in survey design and 
evaluate the questionnaires to ensure if fulfils the study objective. In the literature, pre-testing 
has been defined as an activity related to the questionnaire or measurement instrument to be 
used in a survey or an experiment (Saunders et al., 2003; Collis & Hussey, 2003). It provides 
a critical means for reducing ambiguity and bias in the meaning of measures. The purpose of 
the pilot test is to refine the questionnaire so that respondents will have no problems in 
answering the questions and there will be no problems in recording the data. According to 
Bryman & Bell (2003:170) the desirability of piloting such instruments is not solely to do 
with trying to ensure that survey questions operate well, piloting also has a role in ensuring 
that the research instrument as a whole function well.

The piloted questionnaire was conducted prior to the official launch of the survey research 
aiming at developing a structured questionnaire by conforming to the literature reviews 
concepts. The aims of a pre-testing of the questionnaires in this thesis are:

1) To estimate how long the questionnaire took to complete,
2) To identify which, if any, questions the respondent felt uneasy about answering,
3) To learn how well the questions on the questionnaire are understood and in what 

	sequence to order data collection,
4) To identify how adequate a language translation is,
5) To see how easily and reliably the questionnaires work,
6) To identify which, if any, questions were unclear or ambiguous.
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7) To see whether the layout was clear and attractive.

After designing an early draft of the questionnaire, the questionnaire (in Arabic) was piloted 
two times in order to make sure that the questions were easily understood. The first test as 
made by distributing five drafts of the questionnaire to Arab students in Glamorgan 
University. The second test was made by sending the questionnaire to ten from the academic 
staff and doctoral students at Jordanian universities. Amendments were made following these 
two tests, in order to make the questionnaire clearer. This cohort was then asked to comment 
on the appropriateness of the instrument in respect of the research objectives. Before giving 
the final shape to the questionnaire, three Jordanian language experts were approached (by 
fax) for their comments on the language issue. Some minor modifications (regarding 
wording, grammar etc.) were suggested and changes were incorporated. The final format was 
therefore established according to the maximum feasible amount of testing. It is this 
questionnaire that is given in Appendix 6.2 (in Arabic) and in Appendix 6.1 (in English).

6.7.3 Implementing the Survey Administration

The final questionnaire was professionally printed in A4 booklet format on good quality 
papers. The same design had been used in the pilot study. Attractive presentation of the 
questionnaire and the use of easy to understand questions are considered to be important 
techniques in survey administration.

After being carefully examined and double-checked, the questionnaires were sent out. A copy 
of the questionnaire, with an official cover letter explaining the nature and objectives of the 
study were enclosed. The covering letter that accompanies a questionnaire is an important 
means of inducing the reader to complete and return the questionnaire. It describes briefly the 
nature of the study, highlights the necessity of the research and the questionnaire as well as 
assured confidentially of the data. The wording of the letter was polite and formal and was 
designed with a view to encouraging response. This covering letter is in particular printed and 
contains the letterhead of the University of Glamorgan and AL-Balqa University as well as 
the letterhead of the Jordan Enterprise Development Corporation (JEDCO) which is one of 
the largest programs in Jordan aims at developing trade promotion, export development, also 
facilitate export finance and export credit guarantees for exporters (See Appendix 6.3).
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A number of authors suggest that offering a monetary incentive can increase response rates 
and that monetary incentives are more effective than non-monetary incentives such as a pen 
or other small gift. The decision was taken not to offer and incentive due to cost constraints. 
However, to encourage respondents to give clear and correct information, confidential 
treatment of the given information was assured. Respondents were also assured of receiving a 
summary of the results of the study if they attach a business card or fill in the detachable 
space provided in the questionnaire.

6.7.4 Types of Measurement Scales

Another aspect of questionnaire construction is the use of response format. Broadly speaking, 
two alternative formats are possible: the use of close or open questions. Open questions 
present both advantages and disadvantages to the survey researchers, though, as the following 
discussion suggests, the problems associated with the processing of answers to open 
questions tend to mean that closed questions are more likely to be used.

Open questions offer the advantage that the respondents are able to give their opinion as 
precisely as possible in their own word, but they can be difficult to analyse, and the answers 
have to be coded, this is very time consuming, and they require greater effort from 
respondents (Bryman & Bell, 2003). While closed questions allow the respondent to 
effectively classify himself, also closed questions are very convenient for collecting factual 
data and are usually easy to analyse, since the range of potential answers is limited. Also, 
closed questions enhance the comparability of answer, making it easier to show the 
relationship between variables and to make comparisons between respondents or types of 

respondents (Bryman & Bell, 2003; Collis & Hussey, 2003).

Rating or scale questions are often used to collect opinion data. The most common approach 
is the Likert-style rating scale in which you ask the respondent how strongly they agree or 
disagree with a statement or series of statements, usually on a four, five, or seven-point rating 
scale (Saunders et al., 2003:296). In this research most the questions were resented in the 

form of five-point scales to ensure maximal respondent specificity:
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• 1 = "Not at all Important" and 5 = "Very important"

• 1 = "Not at all relevant" and 5 = "Very relevant"

• 1 = "Significant decline" and 5 = "Significant increase"

6.7.5 Sample Design and the Sampling Procedures

At the conclusion of the exploratory phase of the research, preparations were made for 
conducting a survey of SMEs in Jordan manufacturing sectors. Defining the target population 
and obtaining and selecting a sample are important tasks at this stage of the research process. 
These tasks are reviewed in this section.

6.7.5.1 Determination of the Target Population

The first stage in sample design is to define the target population. A population is a specific, 
complete group which shares particular set characteristics (e.g. households, organisations, 
people, and cities) (Collis & Hussey, 2003). Population element refers to an individual 
member of the population. Saunders et al. (2003) define population as the full set of cases 
from which a sample is taken is called the population. The specific nature of the target 
population depends on the research problem being investigated. In this study the focus of the 
research was on SMEs in the manufacturing sectors.

An important issue in SMEs research that there is no single, uniformly acceptable definition 
of SMEs. Despite the common features globally, countries do not use the same definition for 
classifying their SMEs sectors. Fundamentally, the problem is in arriving at suitable set of 
criteria which can be used in order to define a small firm. The terms 'small' and 'medium' 
are relative terms, and vary from one country to another, and from sector to sector within the 
same country, these differences have led to radical variations in the size-based definitions of 
SMEs. For example, maximum cut-off points, in terms of numbers of employees, have 
historically ranged from 10 to 500 and even 1000. Furthermore, there are multiplicities of 
definitions within the same country due to the diverse characteristics of SMEs in each sector 

and in each economy (for more detail see, Chapter 1).
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The size of small business can be defined in many ways. For example, by the value of its 
annual sales, its annual gross or net revenue, the size of its assets, value of paid-up capital, or 
by the number of employees.

The employee number benchmark has a number of advantages: it makes it a simple matter to 
compare firms in different sectors and countries, and it is also a stable yardstick, since it has 
no direct automatic relation to variations in prices, such as movements in exchange rates or 
inflation. It is also relatively easy to gather data for it (Al-Mahrouq, 2003).

The definition of small and medium enterprises in Jordan is no easier than elsewhere, as there 
is a diversity of definitions. This has led the various government agencies and institutions to 
adopt their own definitions.

The Amman Chamber of Industry defines a small firms as employing 9 employees or less, 
and medium firms as employing 10-99 employees, while the Industrial Development Bank 
has defined small firms as those employing not more than 5 employees, whose capital is not 
more than JD 25 thousand and where the manager is the owner (ACOI, 2007). The small and 
medium-sized enterprises according to the Jordanian Loan Guarantee Corporation in 
definition is the firms that employees not more than 50 employees (JLGC, 2000). As for the 
Zarqa chamber of industry (2005) it considers the size of the firms as follows:

• Firms that have 5-19 are small enterprises
• Firms that have 20-99 are considered to be medium enterprises.
• Firms that have more than 99 workers are considered large enterprises

The Ministry of Trade and Industry classify the enterprises according to the number of 

employees as follows (MOTI, 2006):

1. Firms that have 1-49 are considered as small enterprise.
2. Firms that have 50-249 are considered as Medium enterprise.
3. Firms that have more than 250 workers are considered as large enterprise.
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In this study we will take on the definition of small and medium-sized firms used by the 
Ministry of Trade and Industry in Jordan "1-249 employees".

6.7.5.2 The Sampling Frame

A sampling frame is a complete list of all the cases in the population from which your sample 
will be drawn (Saunders et al., 2003; Collis & Hussey, 2003). The discrepancy between the 
definition of the target population and the sampling frame is a potential sources of error 
associated with the selection of a sample. In many situations it is inevitable that some 
population elements will be missing from the sample frame.

The relevant sample frame must be defined before a sample can be drawn effectively. The 
population of our survey was chosen to be Jordanian manufacturing companies, because it is 
these companies which are most affected by exporting barriers. Taking into account that the 
population to surveyed companies, in most cases, highly educated people, managers of export 
firms, and this issue should not be a constraint. Most of the technical issues mentioned in our 
questionnaire are of common knowledge among our target audience.

There are numerous sources of business database available for use as a sampling frame such 
as: Jordanian Ministry of Industry, Chamber of Commerce and General Statistic Department. 
The sample covers a wide cross section of industries including, food, clothing and textiles, 
paints, plastics, paper, metallic, furniture, electronics, pharmaceuticals, printing, health, and 
personal care products, specialty chemicals and detergent products.

6.7.5.3 Sampling Procedures

Many possible sampling methods have been discussed extensively in the literature (Saunders 
et al., 2003; Collis & Hussey, 2003). Broadly, sampling may be divided into two categories:

• Probability or representative sampling (the chance, or probability, of each case being 
selected from the population is known and is usually equal for all cases). This means 
that it is possible to answer research questions and to achieve objectives that require 
estimating statistically the characteristics of the population from the sample.
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• Non-probability or judgmental sampling (the probability of each case being selected 
from the total population is not known). It is impossible to answer research questions 
or to address objectives that require making statistical inference about the 
characteristics of the population. This sampling method is recognised as having severe 
limitations with regard to generalisability of results

In probability sampling, every sample unit has a known chance of inclusion in the sample and 
thus provides a more representative sampling technique than non-probability sampling. For 
the reasons stated above it was decided to use the probability sampling technique since it 
allows the researcher to say precise things about the sampling.

6.7.5.4 Sample of the Study

A sample is a subset of a population and should represent the main interest of the study 
(Collis & Hussey, 2003). Sampling techniques provide a range of methods that enable you to 
reduce the amount of data you need to collect by considering only data from a subgroup 
rather than all possible cases or elements (Saunders et al., 2003).

In a postpositivist study, a representative or good sample is one in which the results obtained 
for the sample can be taken to be true for the whole population. In other words, you will be 
able to generalise from the results. According to Collis & Hussey (2003:155) a good sample 

must be:

• Chosen at random (every member of the population must have the chance of being 

chosen).
• Large enough to satisfy the needs of the investigation being undertaken.

• Unbiased.

The sample size plays an important role in achieving statistical significance. Similarly, large 
sample size makes the statistical power over sensitive, which means that almost any effect is 
significant. The larger your sample's size the lower the likely error in generalising to the 

population (Saunders et al., 2003).
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6.7.6 Problems in Sampling

The problems in sampling are well documented in the literature (see, for example, Bryman & 
Bell, 2003; Collis & Hussey, 2003; Saunders et al., 2003). In this study, the anticipated 
problem areas were bias, reliability, and validity. The actions taken to extensively reduce the 
effects of these problems are now discussed.

6.7.6.1 Response Bias

Response bias is a potential problem that can occur in questionnaires. As non-response bias is 
caused by a difference between those who respond to a survey and those who do not (refusal 
to answer a subset of questions). The non-response may introduce an element of bias, as 
respondents and non-respondents may differ from each other in terms of characteristics 
relevant to the research (Bryman & Bell, 2003).

The larger the potential bias, the more caution the researcher should exercise in generalising 
the results of the sample to the entire population. Non-response bias is inversely proportional 
to actual response rate. High response rates are likely to decrease non-response bias. This 
study received a response rate of 52.2 percent and a considerable care and attention were 
taken in the design and administration stages of the questionnaire, i.e., promising a copy of 
the results, a guarantee of anonymity, and emphasising the academic nature of the research. 
However, the researcher judged it important of estimate the effects of non-response bias as it 
might have affected the generalisability of the survey results.

Based on an extrapolation procedure advanced by Armstrong and Overton (1997), groups of 
early and late respondents were compared as it was suggested that the late respondents, 
especially after follow-up, might be relatively similar to non-respondents. The groups were 
compared in terms of exporting barriers and firm characteristics. The conducted analysis did 
not show any significant difference between early and late respondents, and hence the sample 

can be considered sufficient for relevant data analysis.
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6.7.6.2 Validity and Reliability

Reliability and validity are of the utmost importance in any research project so that one can 
be confident that the results have been collected in a scientifically and methodologically 
sound manner. This section explains the key issues relating to validity and reliability and how 
these are dealt with in the main empirical study reported in this thesis.

6.7.6.2.1 Reliability

Collis & Hussey (2003) and Bryman & Cramer (2009) noted that reliability is "the 

consistency of a measure" because it focuses on the internal consistency of the items forming 
the scale. In other words, in assessing reliability the researcher tries to establish whether the 
study could be repeated by another researcher or at another time with the same results 
(Thietart, 2001; Bryman & Bell, 2003 Williams, 2006; Hair et al., 2005). There are common 
methods of estimating the reliability of the responses to questions in questionnaires:

• Tests re-test method, where the same text is administered twice on the same group of 
individuals on two separate occasions, and the results compared (Hair et al., 2005). 
Responses for the two occasions are correlated and the correlation coefficient of the 
two sets of data computed. A high correlation between the two sets of scores indicates 
that the measures have a high degree of reliability. However, this method suffers from 
the considerable disadvantage that it is often difficult to persuade respondents to 
answer questions a second time (Saunders et al., 2003).

• Spilt halves method, the total set of items is divided into halves and the scores on the 
halves are correlated to obtain an estimate of reliability. The most typical way to 
divide the item is to place the even numbered items in one group, and the odd 
numbered items in the other group. High correlation coefficient between the two 
groups reflects the reliability of the instrument. The difficulty of this method lies in 

the division of questionnaire items (Thietart, 2001).

• The alternative form method, in which two equivalent versions of a scale are given to 
the same respondents and the results compared. These two forms of the test are 
intended to measure the same thing. However, it is often difficult to ensure that these 
questions are substantially equivalent (Saunders et al., 2003; Thietart, 2001).
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• Internal consistency method, every item is correlated with every other item across the 
entire sample and the average inter-item correlation is taken as the index of reliability 
(Hair et al., 2005). Among the internal consistency methods, the commonly used 
method is Coefficient Alpha. Although there is no single cut-off point to determine 
reliability, it is generally accepted to be at 0.8, i.e. a result of 0.8 and above is 
considered to be acceptable (for a full discussion see, for example, (Bryman & Bell, 
2003; Hair et al., 2005; Bryman & Cramer, 2009).

While various methods have been suggested for testing reliability, in this study the Alpha 
Test was used. This was because the alpha is the favorite technique among the reliability tests 
used up until now. Chapter 7 provides the findings from this investigation including the alpha 
coefficient. Even so, the result indicates that statistically reliable results were obtained in this 
study.

6.7.6.2.2 Validity

Validity is concerned with the integrity of the conclusions that are generated from a piece of 
research (Bryman & Bell, 2003; Williams, 2006). Hair et al. (2005) and Thietart (2001) noted 
that validity is the extent to which the research findings accurately represent what is really 
happening in the situation and assessing the extent to which the researchers can generalise 
from the results. There are a number of different ways in which the validity of research can 
be assessed and these are explained below:

• Content (or face) validity involves ensuring that the tests or measures used to actually 
measure or represent what they are supposed to measure or represent (Hussey & 
Hussey, 1997:58). It might be established by asking other people whether the measure 
seems to be getting at the concept that is the focus of attention (Bryman & Cramer, 
2009). Pre-tests content validity by applying the questionnaire to "known" groups of 
respondents whose responses are checked against expected results (Muijs, 2004). The 
operational definition for the proposed variables in this study were developed using a 
deductive process (form the literature) and inductive thinking (based on the experts at 
the University of Glamorgan and Al-Balqa University in Jordan) helped in the 
revision of the designed questionnaire in terms of dimensionality of the measurement 
scale and their relevance to the sample population, and finally, a pilot and pre-testing
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procedure of the instrument was instigated and further amendments made to the 
wording of questions.

Construct Validity is most common cited validity assessment in the field of social 
science. It involves understanding the factors that underlie the obtained instrument 
(Bryman & Bell, 2003). It related to the effectiveness of the relationship between the 
variable defined by the researcher as a form of measurement and the concept which it 
is intended to measure (Muijs, 2004: Hair et al., 2005). Construct validity can be 

broken into two categories; convergent and discriminate validity. Testing construct 
validity in a quantitative research project consists most often in determining whether 
the variables used to measure the phenomenon being studied are a good representation 
of it (Thietart, 2001 Bryman & Bell, 2003). Convergent validity aims at examining 

the degree to which the operationalisation is similar to other operationalisations that 
theoretically should be similar to measure the same concept. Discriminate validity, on 
the other hand, is where the measure does not correlate too highly with measures from 
which it is supposed to differ. The most common used instrument to test both types of 
construct validity is factor analysis.

External validity, this issue is concerned with the question of whether the results of a 
study can be generalised beyond the specific research context (Bryman & Bell, 2003).

Criterion validity is closely related to theory. There are two main types of criterion 
validity: predictive and concurrent validity (Muijs, 2004:67). Predictive validity refers 
to whether or not the instrument predicts the outcomes the researcher theoretically 

expect it too. Concurrent validity identify whether scores on your instrument agree 
with scores on other factors you would expect to be related to it. what is need to 
establish criterion validity are two things: a good knowledge of theory relating to the 
concept so that the researcher can decide what variables can expect to be predicted by 
and related to it, and a measure of the relationship between the measure and those 

factors.
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6.7.7 The Response Rate

The survey administration was finalised on October 2007, 14 weeks after the initial 

distribution of questionnaires. A total of 500 potential target respondents from the various 

sampling frames discussed earlier was eventually identifies and targeted for the survey. 

According to the data, a total of 289 questioners were returned from 500 questionnaires, 256 

of which were useable. This translates into an overall response rate of 57.8 percent, and 

usable response rate of 51.2 percent. Of the 500 questionnaires targets to SMEs in the region:

• 32 questionnaires were incomplete and were not taken into account for the general 
analysis.

• 2 questionnaires were completed by large firms.

• 256 questionnaires were for this research study.

6.7.7.1 Improve the Response Rates to the Questionnaires

A common problem with questionnaires is non-response, which can affect either overall 
participation or only relate to certain areas. For example, refusal to answer sensitive 

questions, inability to locate respondent and respondent located but unable to make contact. 

To improve the response rates, a number of measures must be undertaken. One such measure 

is to ensure that the sampling is as representative as possible. Bryman & Bell (2003:144) and 
Collis & Hussey (2003:177) suggested that the following steps are frequently used to 

improve response rates to the questionnaires:

• Write a good covering letter explaining the reasons for the research, why it is 

important, and why the recipient has been selected; mention sponsorship if any, and 

provide guarantees of confidentiality.

• A use short questionnaire tends to achieve better response rates than longer ones.

• Do not allow the questionnaire to appear unnecessarily.

• Providing monetary incentives can be an effective way of increasing the response 

rate, although it is very unlikely to be an option for most students undertaking project 

work or research for their dissertation.

• Send a follow-up letter to those who do not respond to the first enquiry.
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To improve the response rate in this study, the following techniques were paid special 

attention (1) length of the questionnaire (see Appendix6.1), (2) update the firm's name and 

address, (3) identify firms that had ceased operating, (4) extract promises of cooperation in 

completing the questionnaire, (5) survey sponsorship (JEDCO), (6) format layout and colour, 

(7) assurance of anonymity, (8) incentives, in this case a free copy of the results, (9) follow- 

up letters and telephone calls among other techniques.

Initially a survey was conducted an appropriate references were used to convince the 

respondents of the survey to fill the questionnaires, the references played a very pivotal role 

in getting positive response from the respondents, otherwise responses and their rate might 

have been conservative and poor. To make sure the questions are fully understood by 

respondents, the original English version of the questionnaire was translated into Arabic and 

then checked by an official translation bureau in Jordan.

6.8 Factor Analysis

In this section the procedures for conducting a factor analytical study are explained. Factor 

analysis is one of the most well-known methods of classical multivariate analysis 

(Thompson, 2004; Jolliffe, 2002). Factor analysis is a data reduction statistical technique that 

allows simplifying the correlational relationship between a numbers of continuous variables 

(Miller et al., 2002:174). Factor analysis trying to make senses of the bewildering complexity 

of social behaviour by reducing it to a more limited number of factors (Hair et al., 2005; 

Bryman & Cramer, 2009).

According to Hair et al. (2005) there are two primary uses for factor analysis:

• Summarisation: It enables the data to be scribed in a much smaller number of 

concepts than the original individual variables.

• Data reduction: It can be achieved by calculating the scores for each underlying 

dimension and substituting them for the original variables.

There are actually two discrete classes of factor analysis. The one most commonly reported is 

the exploratory kind in which the relationships between various variables are examined 

without determining the extent to which the results fit a particular model (Bryman & Cramer,
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2009). Confirmatory factor analysis methods, on the other hand, were developed much more 
recently ( Joreskog, 1969, cited in Thompson, 2004), these analyses require that the 
researcher must have specific expectations regarding (a) the number of factors, (b) which 
variables reflect given factors, and (c) whether the factors are correlated. In addition, it 
compares the solution found against a hypothetical one (Bryman & Cramer, 2009).

The purpose of factor analysis in the present study is to summaries the data set and explains 
the observed correlation using as few factors as possible, since that in this thesis exploratory 
factor analysis is used and the techniques for this approach are discussed below.

Extraction techniques allow determining the factors underlying the relationship between a 
number of variables. There are many extraction procedures, but the most common one is 
called "Principle Component Analysis" (Hair et al., 2005; Miller et al., 2002). In carrying out 
exploratory factor analysis, it is recommended to perform a principal components analysis. 
The central idea of principle component analysis (PCA) is to reduce the dimensionality of a 
data set consisting of a large number of interrelated variables, while retaining as much as 
possible of the variation present in the data set (Jolliffe, 2002:1). The components obtained in 
principle components analysis are uncorrelated and emerge in decreasing order of the amount 
of variance explained. The first principle component is the combination that accounts for the 
largest amount of variance in the sample. The second accounts for the next largest amount of 
variance and is uncorrelated with the first (Hair et al., 2005).

To decide on the number of factors to be selected, it is necessary to examine the percentage 
of total variance explained by each of them. Traditionally, factors with Eigenvalues above 1 
are seen as significant factors and SPSS will extract that number of factors (Miller et al., 

2002).

The methods for factor extraction are as follows (SPSS software version 15):

• Principal components

• Unweighted least squares method

• Generalised least squared method

• Maximum likelihood method

• Principal-axis factoring method
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• Alpha factoring method

• Image factoring method

The methods above were tried and did not represent much difference from the principal 
components analysis used in this research.

Rotation is necessary when extraction techniques suggest there are two or more factors. The 
rotation of factors is designed to give an idea of how the factors initially extracted differ from 
each other and to provide a clear picture of which items load on which factor (Hair et al., 
2005; Miller et al., 2002). Factor rotation involves moving the factor axes measuring the 
locations of the measured variables in the factor space so that the nature of the underlying 
constructs becomes more obvious to the researcher (Thompson, 2004). There are two basic 
types of rotation techniques.

• Orthogonal rotation: Orthogonal rotation is mostly used when factors are uncorrelated 
with one another. The most commonly used algorithm for orthogonal rotation is the 
Varimax method which attempts to minimize the number of variables that have high 
loadings on a factor (Miller et al., 2002).

• Oblique rotation: An oblique rotation identifies the extent to which each of the factors 
is correlated (Hair et al., 2005). The oblique method of rotation available in SPSS in 

called oblimin.

The exact choice of rotation will depend largely on whether or not you think that the 
underlying factors should be related. If you expect the factors to be independent then you 
should choose one of the orthogonal rotations. SPSS Version 15 offers the following rotation 

methods:

• Varimax-Orthogonal rotation

• Equamax- Orthogonal rotation

• Quartimax- Orthogonal rotation

• Promax- Orthogonal rotation

• Direct Oblimin-Oblique rotation

171



For the purpose of this research, the Varimax rotation technique has been employed. It is 
important to note that the other methods were also applied and the outputs were almost 
identical.

Factor analysis is usually less relevant when we have so few variables, because we gain little 
by summarising relationships among so few measured variables in a smaller set of latent 
variables (Bryman & Cramer, 2009).

A further decision must be made at this stage regarding which factor loadings are to be 
considered. The practical approach is that factor loading >0.40 are considered to meet the 
minimum level; loadings of >0.50 are considered more important; and loading of >0.70 or 
greater are considered practically significant (Hair et al., 2005). It is advised to consider a 
minimum factor loading of 0.50 in this analysis.

6.9 Multiple Regression Analysis

Regression has become one of the most widely used techniques in the analysis of data in the 
social science (Hair et al., 2005). Regression is a powerful tool for summarising the nature of 
the relationship between variables and making predictions of likely values of the dependent 
variable (Bryman & Cramer, 2009:230). In the form of multiple regression is the most widely 
used method for conducting multivariate analysis, particularly when more than three 
variables are involved (Bryman & Cramer, 2009). According to Vittinghoff et al. (2005), 
multiple regression analysis can be a powerful tool for addressing three important practical 
questions. These include prediction, isolating the effect of a single predictor, and 

understanding multiple predictors.

Multiple linear regression look at the relationship between the dependent or outcome 
variable, and one or more predictors, also called independent variables (Muijs, 2004). Also, 
regression analysis provides a means of objectively assessing the importance and direction 
(positive or negative) of each independent variable's relationship (Hair et al., 2005). The 
researcher should identify which variable is the dependent variable and which variables are 
the independent variables. The selection must be based mainly on conceptual or theoretical 

ground (Hair et al., 2005).
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Multiple regression analysis is only appropriate where the researcher is interested in a 

statistical relationship and not a functional relationship. A functional relationship calculates 

an exact value, whereas statistical relationship estimates an average value (Hair et al., 

2005:192).

Multiple linear regression extends bivariate (or simple) regression by incorporating multiple 

independent variables (Muijs, 2004). The model or variable can be expressed as:-

Y = b0 + biXi + b2X2 + e

Where

Y = the predicted dependent variable

b0 = intercept

bi = change in Xi associated with change in the dependent variable

ba = change in X2 associated with change in the dependent variable

Xi = independent variable

X2 = independent variable

e = error

SPSS Version 15 offers the following regression methods:

• Enter: enters all the variables in one step.

• Forward: enters variables one at a time depending on whether they meet statistical 

criteria.

• Backward: enters all the variables and then removes them one at a tune depending on 

a removal criterion.

• Stepwise: is a combination of forward and backward procedures, examines each 

variable for entry or removal.

• Remove: removes variables in one block.

Having evaluated all the regression methods: Enter, Stepwise, Forward, Backward and 

Remove, the researcher decided to work with the Stepwise method. The Stepwise method is a 

combination of forward (enters variables one at a time depending on whether they meet 

statistical criteria) and backward (enters all the variables and then removes them one at a time
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depending on the removal criterion) procedures, examines each variable for entry or removal, 
also it is the most frequently used method.

The present study intends to determine which are the variables that have the highest 
explanation power over the chosen dependent variables. In the design of a multiple regression 
analysis, it is important to note that in the design of a multiple regression analysis, the 
researcher should consider a number of issues, for instance sample size, the nature of the 
independent variables, and the possible creation of new variables to represent special 
relationships between the dependent and independent variables (Hair et al., 2005).

The size of the sample has a direct impact on the appropriateness and the statistical power of 
multiple regressions, also it affects the generalisability of the results based on the ratio of 
observations to independent variables. The minimum requirement is to have at least five 
times more observations than independent variables in the model (Hair et al., 2005; 
Vittinghoff et al., 2005). Although the minimum ratio is 5 to 1, the desired level is between 
15 to 20 observations per independent variable (Bryman & Cramer, 2009).

6.10 The Sample Selection of the Qualitative Research and Analysis

In-depth interviews were held with a sample of 15 Jordanians manufacturing SMEs using 
random sampling. The sample was drawn from the population of Jordanian industries firms 
that were determined by ministry of industry and trade in Jordan as small and medium in 
organisational size (employing 249 personnel or fewer). This was based on the sampling 
frame provided by the Jordanian ministry of industry, chamber of industry, and general 
statistic department. IT person in the Chamber of Industry in Jordan had selected SMEs 
randomly without knowing the purpose for it, so no biases can be involved. The sample 
covers a wide cross section of industries including, food, clothing and textiles, paints, 
plastics, paper, metallic, furniture, electronics, pharmaceuticals, specialty chemicals and 

detergent products.

To achieve the study initial aims, the researcher has to choose a sample from the total 

population. The following two criteria were used:
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• The firms were located either in Amman, Irbid, Zarqa, Balqa, as these are the main 
businesses areas of Jordan (more than 75% of SMEs are located in these 
governorates)

• Special attention had to be paid to the firms in the manufacturing sectors, because this 
sector is the focus of development and government interest.

The interviews were conducted over a period of two months from July to august 2006 in the 
offices of the selected SMEs managers, Data were collected by face-to-face interviews with 
designated persons (usually the owner/manager) in each company. Each interview lasted 
between one to two hours. To enhance reliability and validity, an interview guide was used as 
a guide, notes were taken, and a tape-recorder was used to record the interviews for further 
analysis.

Interviewees were encouraged to talk freely and in some instants they raised a topic of 
interest that was not covered by the interviews guide and this was explored further. The 
interviews were recorded and a full record into written text was consequently carried out. 
Due to cost and time constraints, the sample which was selected for interviewer based within 
a 40 mile of the capital Amman.

A telephone call was made to each company in order to arrange an interview date and time. 
In several instances, it was necessary to make more than one telephone call in order to make 
contact with the right person. Of the 40 companies conducted, 25 declined to be interviewed, 
reasons why companies declined to be interviewed were not interested, too large, too small, 
too busy, and contact person is away on foreign visit.

The interviews generally proceeded through three stages. In the first stage, the interviewer 
introduced himself, explained the purpose and the scope of the interviews, restores 
confidence for the interviewees and secured their cooperation. Endorsement from the 

respondent was sought for the interview to be tap-recorded.

The second stage is the most important part when the interviewer asked questions and 
recorded the answers. Hard work was made to ensure that answers were precisely recorded.
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To ensure in general consistency and validity of the interviews, the following measures were 
also taken:

1. Checklist containing standardised questions was used as an interview guide.

2. Extensive note wee taken.

3. The interviews were recorded on a tap-recorded

These measures are consistent with the literature reviews (Creswell, 2003: Saunders et al., 

2003). The third stage of the interview is the exit when the researcher thanked the respondent 

and left.

The vast majority of the interviewees were general managers, around 87 percent, whilst only 

around 13 percent were financial and administrative managers. This consistent with the main 

characteristics of SMEs in Jordan and elsewhere.

Many open-ended questions were presented in the qualitative interviews to seek viewpoints 

and opinions about the main problems and issues of SMEs development in Jordan. The 

questions broadly covered the following areas:

1- Issues and problems of SMEs development in Jordan

2- SMEs success or development process-roles and actions

3- Potential areas of SMEs development.

In the data analysis stage, in addition to interpretative method, a simple analysis was also 

used in analysing the data collected in interview process. This analysis conducted purely on 

frequency. This facilitated the interpretation of the text and also made it possible to compare 

the analysis results.

6.10.1 The Difficulties Faced During the Research

It is noteworthy to mention some important notes, as well as the difficulties that were 

encountered during the field work, as follows:

1. The confidentiality of data, especially when it comes to finances and competition.
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2. One of the interviewee refused to allow the researcher to tape-recode the interview. 
Researcher thus had to rely on memory and written notes when analysis the 
information.

3. It was later found that the size of some of the companies interviewed was much larger 

than the originally been intended. The reason behind this could be either that the 
records are old and were not renewed or that this is done for tax evasion purposes. 
This was not considered detrimental to the exploratory research, conversely it was 
viewed as advantageous since a broader range of company situations and activities 
were covered by the study.

4. Getting appointments had required major networking and connections; without them, 
the field work would never be continued or conducted.

6.10.2 The Problems Facing the Manufacturing SMEs in Jordan

The main findings of the research show that the manufacturing SMEs have many problems. It 

was found that 80% of the SMEs respondents had shown that exporting barriers is the main 

problem face the manufacturing SMEs in Jordan, while only 40% from the respondents 

consider the lack of finance as a problem. Table 6.3 illustrates the main constraints and 
problems that face firms in our sample, the main problems are placed in order from the most 

important to the least important from the interviewee's point of view.

Table 6.3: The main barriers that encountered by SMEs in Jordan

Factor

Exporting barriers

Competition barriers

Marketing barriers

Governmental barriers

Financial barriers

Number of respondent

12

10

9

7

6

Percentage
%80
%66
%60

%46

%40

Exporting barriers: The major problem for those companies interviewed is the fact that a 

large part of companies in Jordan export to one main market, which is Iraq, and because of 

the closure of the Iraqi market due to war and the siege, many companies in Jordan have 

closed or failed or have greatly reduced their sales. Another problem faced by SMEs also is 

how to develop their export trade because of limited finance resources that needed to export
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their product to the foreign markets. Foreign market information also identified as a 
determinate of a firm's success in developing international businesses. SMEs are not able to 
export due to the lack of information about international trading practices, and lack of 
financial sources that increase the complications of accessing to foreign markets. The export 
decisions are effected by the owner-manager own personal behaviour, the international 
orientation of the decision-maker would depend upon many characteristics such as, if the 
decision-maker had lived abroad, or if he can speak foreign languages, or had good 
experiences in export trading businesses. Also, most interviewees mentioned that transport 
and freight arrangements were also one of the main problems to export. Import restrictions 
and duties or tariffs were also mentioned as a barrier in some instance, especially in Egypt 
and Gulf countries.

Competition barriers: competition seems as one of the major problems for all those 
companies. For some, competition is represented by the big-sized companies. For others, it is 
the small-sized, newly established, inexperienced companies, and most companies suffer 
from their inability to compete with foreign markets, especially in the field of export. The 
overwhelming problem perceived by respondents is competition in price and marketing. 
Another related issue is loss of knowledge or brains' migration from SMEs to large firms who 
are able to offer them a higher salary and a better prospect. The use of market power by large 
firms usually limits the ability of smaller firms to go through certain markets or to use some 
sources of materials. This prevents new businesses with new products from playing their role 
in motivating innovation and raising productivity in the economy. Also when SMEs makes 
the decision to export, many imitators will follow it within a short period.

Marketing: one of the main problems for those companies interviewed is the fact that most of 
the owner-managers devoted most of their time to the days running of the company, leaving 
little time for marketing. Another problem facing SMEs is the limitations in the size and area 
of markets to which they have ready access due to insufficient knowledge about marketing 
strategies and high and uncompetitive prices, also they are often unable to satisfy the large 
market necessities that need uniform outputs and consistent international quality standards 
and large production quantities. There was overall agreement that product quality was 
extremely important even where products were of a fairly generalised nature. While most
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companies were looking to extend their product range and were continually launching new 
style/design, only a few were trying to develop new innovative products.

Government regulation: Government regulations were the fourth-ranked factor perceived as 
problematic. Around half of the respondents cited this. Government regulations on trade in 
national and international currencies, taxation, and bureaucracy in implementation of the law 
and customs duty procedures were the subjects raised by the interviewees. With regard to 
government procedures, regulations and laws and the way they are carried out, most 
companies expressed their resentment for the manner that some laws are being implemented 
or for the improper implementation of those laws as a result of misunderstanding of those 
laws by the employees or the unexamined laws and regulations and the negative impact of 
them, in particular the law concerning the organisation of immigrant workforce and the sales 
tax law.

Lack of finance: SMEs still perceive access to finance as constraint on meeting their business 
objectives to start-up and grow. Commercial banks, which are the main source of finance, are 
unwilling to provide loans to small firms and have never really liked small business 
customers. The reason for that is that these firms are often unable to pledge enough collateral. 
Larger firms are seen as less risky than the SMEs, and this is due to the high level of 
uncertainty surrounding the SMEs, and due to their higher rates of failure. This problem was 
felt by 40% of the sample firms. It may indicate for some that there are not enough loans 
available, which could be used by owner-managers to develop their businesses, or there are 
some difficulties in obtaining external finance, due to a lack of collateral and insufficient cash 
flows to invest in new product development or the marketing of existing products. For others 
it was found that financial problems were not a significant for those companies, in particular 
in this period because of the large amount of cash flow in Jordan as the economic revival 

recently in Jordan.
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Summary

This chapter has explained in detail the research methodology adopted for the study, which 

was predominately within the postpositivist research paradigm. The survey method was 

adopted for the main empirical study. Exploratory qualitative interviews were held with a 

sample of 15 companies prior to design and administration of the survey.

For the main survey, the target population was SMEs in the Jordanian manufacturing sectors. 

SMEs were defined in this study based on the definition of small and medium-sized firms 

used by the Department of Statistics "1-249 employees". The sampling frame was obtained 

from Jordanian ministry of industry, chamber of commerce, and general statistic department. 

All companies in the sampling frame were surveyed. The survey instrument, delivery and 

collection questionnaires, was piloted and pre-tested. The response rate to the survey was 

51.2 percent (289 returned of which 256 were usable). The advantages of using the research 

instrument are evaluated and the rationale for selecting this research instrument is justified.

The questionnaire employed closed-ended questions. With closed-ended questions, we forced 

the respondent to agree or disagree with specific export issues. For analysis purposes, the 

respondent firms have been grouped according to their internationalisation stage. This will 

facilitate comparisons among exporters, non-exporters, and firms with vast experience and 

commitment to international business.

Key issues relating to validity and reliability were reviewed. The chapter concluded with a 

detailed overview of factor analysis and multiple regression analysis, which were used in the 

data analysis stage of the study.

This research evaluates the influence of external and internal exporting barriers on the 

business performance of small and medium-sized enterprises in Jordan. Other factors such as 

company characteristics and the firm's characteristics have also been taken into account. 

There are 4 proposed research questions; these intend to bring light to the issues that impact 

on SME exporting barriers and general business performance. They fall into the following 

areas:

• The firm's characteristics.
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• Managerial Characteristics.

• Internal exporting barriers.

• External exporting barriers.

The data obtained from the questionnaire were reduced using factor analysis. The research 
models will be constructed using multiple regression analysis techniques. The software to be 

used for all the statistical analysis is SPSS version 15. The data analysis in Chapter 7 on 
multiple regression analysis will be carried out with dependent variables measuring SME 
export performance, and 44 independent variables, measuring company characteristics, 
managerial, internal exporting barriers, and external exporting barriers.
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Chapter 7: Data Analysis and Interpretation

7.1 Introduction

The main aim of this chapter is to examine the relationship between export performance and 

perceived exporting barriers, firm and managerial characteristics using both bivariate and 

multivariate analysis techniques.

The chapter includes factor analysis solutions in relation to export performance and perceived 

exporting barriers. A multiple regression model using export performance as the dependent 

variable is presented. In order to do that, a multiple regression equation has been shaped, and 

this equation will measure the export performance of SMEs.

This chapter aims to evaluate the relationships between the dependent variables and 

independent variables discussed in previous chapters, and whose definition is discussed in 

chapter 5. The variables being used in this research have been identified from the literature 

and can be hypothesised to influence export performance.

Section 7.2 presents the descriptive results for the sample of companies, export performance, 

and perceived exporting barriers. Section 7.3 presents the factor analysis solution for the 

internal and external perceived export barriers and for export performance. In section 7.4 the 

hypotheses are tested using bivariate analysis techniques and in section 7.5 multiple 

regression analysis is used to examine the overall predictive power of the model.

In order to present the data clearly, as discussed in the methodology chapter, the sample will 

be segmented according to their internationalisation stage to facilitate the comparison among 

different groups of companies within the sample. This additional measure will improve the 

comprehension of the data.
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7.2 Descriptive Results

Descriptive statistics are used to describe the basic features of the data in a study. They 

enable the researcher to describe and compare variables numerically and provide simple 

summaries about the sample and the measures. It is also useful for summarising and 

presenting the data in tables, charts, graphs and other diagrammatic forms, which enable 

patterns and relationships to be discerned. Descriptive statistics are used to present 

quantitative descriptions in a manageable form, helping in this way to simplify large amounts 

of data in a sensible manner. This section provides a profile of the sample of companies, 

which participated in the main empirical study.

7.2.1 Response Rate

A total of 289 questionnaires were returned from 500 questionnaires, 256 of which were 

useable. This translates into an overall response rate of 57.8 per cent, and usable response rate 

of 51.2 per cent. Of 256 respondents, 242 were top and middle management (94.5 per cent of 

the sample) and 14 were low management (5.5 per cent of the sample). This is consistent with 

the fact that most SMEs are managed by the owner as illustrated in Figure 7.1. Consequently, 

it can be assumed that the questionnaires completed from a reliable sources of information 

about each of the firms.

Figure 7.1: Title of Respondents

B Low management 
• Mid management 
D Top management
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In relation to the respondents' age, 31.2 per cent of the respondents were under 40 years of 
age, 58.2 per cent were between 41 and 60 years of age and 10.5 percent were over 60 years 
of age. Moreover, 59 per cent of the respondents had at least a bachelor's degree as shown in 
Table 7.1.

Table 7.1: Profile of Respondents
Age

(20-30) years

(31-40) years

(41-50) years

(51-60) years

more than 60 years

Total

Frequency

20

60

83

66

27

256

Valid 
Percent

7.8

23.4

32.4

25.8

10.5

100.0

Highest education

Primary school

Secondary school

Institute

Under graduated

post graduated

Total

Frequency

9

62

34

110

41

256

Valid 

Percent

3.5

24.2

13.3

43.0

16.0

100.0

7.2.2 Stage of Exporting

There are many studies that have investigated the exporting process of a firm and proposed 
export development models (e.g., Andersen 1993; Bilkey & Tesar, 1985; Johanson & Vahlne 
1977). The different models proposed different stages that a firm has to pass through during 
its exporting process. Theoretical development has been based mainly on the stage models 
signifying that firms move through stages as they expand from being non-exporters to 
becoming dynamically involved in export markets (Leonidou & Katsikeas, 1996; Leonidou, 
2004; Wilkinson & Brouthers, 2006), and can be recognised widely among three groups of 
firms:

• Nonexporters: companies currently not exporting;
• Present exporters: companies currently engaged in export activities who experience 

problems during their day-to-day participation in abroad markets;
• Ex-exporters: companies that used to export in the past but no longer do so who see 

export barriers from their perceptual and experimental point of view.

The segmentation of firms into their stages of exporting does facilitate the analysis of the data. 
The stage theory of internationalisation is used as a categorisation tool between exporters and
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non-exporters. Firms that had no international involvement were considered important in this 
study, 25.8 per cent of the firms reported that they had no international activity or exported in 
the past but not currently engaged at all. These firms represent the initial and second stages in 
the internationalisation process and will allow us to compare the variables between exporters 
and non-exporters. Table 7.2 presents the results about each exporting stage: number of firms 
per stage, export intensity. One could observe the natural relationship between the stage of 
exporting and the export intensity variable since the percentage of sales abroad increasing 
according to their current stage of exporting as shown in Table 7.2.

Table 7.2: The relationship between Exporting stages and (export intensity/Number of Firms)

Exporting stage

Our company has not exported

Our company has exported in the past 

but not currently engaged

Our company does export in small 

amounts

Our company does export in large 

amounts

Total

Number of 
firms

22

44

123

67

256

Valid

%

8.6

17.2

48.0

26.2

100.0

% Export 
Intensity

0

0

.01-.20

.21-.99

Frequency

22

44

99

91

256

Valid

%

8.6

17.2

38.7

35.5

100.0

Table 7.3 shows the mean number of employees within each exporting stage. As for the 
composition of the labour force, exporters tend to employ a higher education proportion of 
mangers than non-exporters. To this effect, this result is consist with the literature that there 
is a positive relationship between firm size and the propensity to export and export stages 
since the larger the firm, the greater the size advantage over the smaller firms and this will 
usually have a positive impact on the export activity (Alvarez, 2004; Tesfom & Lutz, 2006).
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Table 7.3: Firm size/ Education and Firm's Exporting Stage

Exporting stage

Our company has not exported

Our company has exported in the past but 

not currently engaged

Our company does export in small 

amounts

Our company does export in large amounts

Number of 

Firms

22

44

123

67

Number of 

Employees(mean)

1.68

1.89

2.11

2.37

Highest 

Education(mean)

2.64

2.70

3.72

3.66

Valid N: 25 6 Cases

7.2.3 Profile of the Firms

The vast majority of the firms in this study are private limited companies (95.3 per cent). A 

further 2.3 per cent are public ownership, and 2.3 are part of an international group. Figure 

7.2 shows the age profile of the firms. The year of establishment the respondent firms ranges 

from 1976 to 2006.

Figure 7.2: Year Firm Established

• (1-5) years
• (6-10) years 
0(11-15) years 
D (16-20) years
• More than 21 years
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Firm size, the most researched independent variable, influences on export performance. There 
is no universally accepted measure for capturing firm size and several indicators have been 
employed in the literature to measure it. The most popular techniques are the number of full- 
time employees and sales volume. Some researchers have included total assets and domestic 
market sales. Since the majority of these size measures are likely to be highly correlated, the 
present used the number of employees as an indicator of firm size.

In term of firm size, Figure 7.3 shows that approximately 70 per cent of the firms employ 49 
workers or fewer. The number of employees in the sample ranges from 1 to 249 employees. It 
is illustrated that 100 percent of the respondents are within the Jordanian government 
definition of SMEs (see chapter 6). This confirms that the aimed target audience of SMEs 
completed the questionnaires.

Figure 7.3: Number of Employees

• (1-9) Employees
• (10-49) Employees 
D (50-249) Employees

7.2.4 Export Activities

The sample of companies investigated in this research covered the whole spectrum of export 
intensity i.e. (export as percentage of total sales). Thus, the sample of companies includes 
those non-exporting firms to those exporting a very high proportion of their total sales. Table 

7.4 shows the direct exports percent to total sales (export intensity) for the sample.
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Table 7.4: Direct Exports Percent to Total Sales (Export Intensity)
Export Intensity

0

.01-.20

.21 -.40

.41-.60

.61-.80

.81 -.99

Total

Frequency

66

99

69

7

8

7

256

Valid %

25.8

38.7

27.0

2.7

3.1

2.7

100.0

Cumulative %

25.8

64.5

91.4

94.1

97.3

100.0

Figure 7.4 below shows how long the companies have been engaged in exporting. On average, 
the sampled companies have been exporting for approximately 9 years. Nearly 37.1 percent 
of the sample has more than 11 years' export experience.

Figure 7.4: Firm Export Experience (years)

• (1-5) years
• (6-10) years 
D (11-15) years 
n (16-20) years
• More than 21 years

The sampled companies vary in the number of countries they export to. Figure 7.5 below 
shows the frequency distribution of the number of export countries for the sample. 
Approximately, 55 percent of the sampled firms distribute their products in less than 3 

countries.
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Figure 7.5: Number of Export Countries per Company

• (0) Countries
• (1-3) Countries 
D (4-6) Countries 
Q (7-9) Countries
• (10-12) Countries

As far as export activity is concerned. Figure 7.4 and Figure 7.5 and Table 7.4 shows that 
approximately 75 per cent of firms were engaged in export with 59.4 per cent of these firms 
being involved in international business for the past 10 years. However, only 18.0 per cent of 
these companies export to more than four countries. 27 per cent of the exporting firms 
exported between 21-40 per cent of their total sales.

As dedicated in Figure 7.6 below. SMEs exporters in Jordan use the classical distribution 
channel: selling direct to customers using the internet, an agent, or a distributor. 15 firms (6.4 
per cent) sell direct to customers. 182 firms (77.8 per cent) use agents inside Jordan and in 
overseas markets and 37 firms (15.8 per cent) use distributors in overseas markets.

For most firms, finding new agents or distributors was the most significant and important 
characteristic of export market development. The distinguishing feature of distributors was 
that they take title to the goods and then sell on, thus handling their own invoicing and debt 
collection. Agents worked on a commission basis and did not take title to goods. These are 
the most popular distribution channels among SMEs because they take the marketing 
activities away from the firm and represent a low risk way of entering new markets.
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Figure 7.6: Channel of distribution

• Sell direct to customers using 
internet

• Local agent inside Jordan 

D Agents in Overseas 

D Distributors in overseas

7.2.5 Management Perceptions

Research has shown that the decision of an owner-manager to move into a foreign market is 
conditioned basically by his or her personal attitude to exporting (Shoobridge, 2004). It is 
recognised that perspectives and experiences lead to new stages in the perception of export 
risks, profits, and cost. The less uncertainty demonstrated by mangers, the higher the 
probabilities of experiencing high overall business performance. Classical economic theory 
suggests that a firm's probability of exporting is directly related to the profit its management 
expects from such activity (Bilkey, 1978). A large number of studies have found differences 
between exporting and non-exporting firms in this respect. For instance, Cavusgil (1984) and 
Morgan (1997) found that decision makers in exporting firms perceived higher potential 

profits from exporting than those in non-exporting firms.

Figure 7.7 and Figure 7.8 show that non-exporters generally perceived higher risk of export 
while exporters perceived less risk in exporting, but that was compensated by higher level of 
expected profit. Moreover, non-exporters were inclined to perceive the profit of exporting to 
be less important than did exporters. Finally, non-exporters generally perceived higher costs 
of exporting while exporters indicated that such cost were either the same or moderately 

higher compared on the domestic market.
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One can conclude that the export behaviour of firms is associated with decision makers' 

perception of the costs and benefits associated with the exporting process. Research on 

decision makers' perception of risk and costs abound in the general field of international 

business (Morgan, 1997; Sonia et al., 2005).

Figure 7.7: Exporters Perception towards Export (risk, profit, and cost)

80i

Risk Profit Cost

Figure 7.8: Non-Exporters Perception towards Export (risk, profit, and cost)

• Not important
• Medium
D Very important

Risk Profit Cost
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7.2.6 Export Performance

A major problem in comparing empirical studies of exporting is that different performance 

measures have been used by different researchers (Zou & Stan, 1998; Katsikeas et al., 2000; 

Sousa, 2004; Larimo, 2007). Export performance was measured in a number of different 

ways using both objective and subjective measures. An overview of these variables is 

provided in this section. A detailed discussion on export performance measures is provided in 

Chapter 4 and 5 (Export performance, Theoretical framework).

Export performance was assessed using two approaches: an objective measure in the form of 

export intensity and subjective measures, where respondents evaluated firm performance on 

export sales, overall sales, and profitability.

As shown in Table 7.5 below. Export intensity is the proportion of export sales to a firm's 

total sales. It is also referred to as export sales ratio. In the literature, export intensity is one of 

the most widely used measures of export performance (Katsikeas et al., 2000; Sousa, 2004).

Table 7.5: Export intensity for the sample of companies.

Export intensity

0

.01-.20

.21-.40

.41-.60

.61-.80

.81-.99

Total

Frequency

66

99

69

7

8

7

256

Valid %

25.8

38.7

27.0

2.7

3.1

2.7

100.0

Cumulative %

25.8

64.5

91.4

94.1

97.3

100.0

Table 7.6 below shows the subjective measures of company's development over the last 3 

years in the following area: export sales, overall sales and profitability. The firms were asked 

to describe how the company's development in overall sales, export sales and overall profit 

over the last three years. These variables were measured on a 1 to 5 scale (l=Significant 

Decline, 5= Significant increase). The frequency distribution for these variables is presented 

in table 7.6 below.
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Table 7.6: Overall Performance over last three years

Overall sales over the last 3 

years

Export sales over the last 3 

years
Overall profit over the last 3 

years

Significant 
decline

21.1

24.6

20.3

Decline

31.2

21.1

32.8

Remained 

the same

19.1

20.7

19.1

Increase

19.9

13.3

16.8

Significant 

increase

8.6

11.7

10.9

Valid N: 256 cases

Also this research used a combined measure for export performance. The overall 
performance of SMEs will be measured through the "overall subjective export performance" 
factor. This factor is composed of the variables measuring overall sales, export sales, and 
profitability, all over the last 3 years.

7.2.7 Perceived Exporting Barriers

Exporting barriers can be encountered by the firm at any phase of the export development 
process, from pre-export and other initial stages to extensive levels of international 
involvement. However, the aggregate nature of these barriers tends to differ systematically 
from one stage to another (Leonidou & Katsikeas, 1996). Although these differences in 
barriers were encountered, the literature tended traditionally to put emphasis on two forms of 
export barriers. These are barriers, which discourage firms from engaging in export activities, 
and barriers experienced by firms, which already have initiated export operations (Morgan, 
1997).

Despite increasing overseas opportunities, some businesses are not interested in exporting 
because they are comfortable in the domestic economy. To this effect, they prefer to sell their 
products in the domestic market. The occurrence of these barriers can largely clarify why 
current exporters are not exploiting their full potential in the international marketplace and 

why non-exporters are not engaged in exporting at all.

To bring together barriers characteristics as discussed in chapter 3 and 5, authors have 
proposed different classificatory techniques. Based on the literature review and discussion
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with practitioners in Jordan, a modified model of Leonidou (2004) had been developed into 

(internal that correlated with organisational capabilities / resources and company approach to 

export business), for analytical purposes, internal barriers can be broken up into informational, 

functional, financial and marketing barriers. External barriers which classified into (external, 

which related to the home and host environment within which the firm operates), for 

analytical purposes, external barriers can be broken up into procedural, governmental, task 

and environmental.

Thirty- six exporting barriers items were selected for the study. As it has been advocated in 

the export barriers literature that one issue may be a frequent problem but not too important, 

while another may be of importance but rarely a problem, each barrier was measured for its 

obstructing impact on a five-point scale, ranging from not important at all (1) to very 

important (5).

7.2.7. 1 Perceived Internal Exporting Barriers

The samples of companies were asked to what extent various internal factors act as a barrier 

to developing their exports. 21 internal export barriers were measured on a five-point scale, 

ranging from not important at all (1) to very important (5). The frequency data and 

descriptive statistics for the perceived internal export barriers are presented in Table 7.7.
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Table 7.7: Perceived Internal Exporting Barriers-Mean
Variables

Lack of competitive price to customers in 
foreign markets

Lack of ability to locate reliable agent

High transportation costs

Difficulties in meeting importers' product 
quality

Insufficient information about overseas 
markets

Complexity of foreign distribution channels

Lack of financial resources to finance 

exports

High cost of capital to finance exports

Difficulties in setting up adequate after-sales 
services

Difficulties in adapting export product 
design

Difficulty in making customer contacts

High insurance cost

Lack of managerial time to deal with exports

Lack of export skills

Difficulties in gaining access to some data 
sources

Lack of new technology

Lack of excess production capacity for 
export

Lack of personal trained to deal with 

exporting operations

Actual product unsuitable for overseas 
markets

Unavailability of warehousing facilities 
abroad

Difficulties in meeting export packaging

Mean(Non- 
Exporters)

4.35

4.26

4.24

4.24

4.20

4.18

4.17

4.15

4.12

4.05

4.02

3.92

3.91

3.91

3.89

3.88

3.85

3.83

3.82

3.20

3.15

High transportation costs

Lack of competitive price to customers in 
foreign markets

Lack of ability to locate reliable agent

Complexity of foreign distribution channels

High cost of capital to finance exports

Lack of financial resources to finance 
exports

Insufficient information about overseas 
markets

High insurance cost

Difficulties in adapting export product 
design

Lack of new technology

Difficulties in setting up adequate after-sales 
services
Difficulties in meeting importers' product 
quality
Lack of personal trained to deal with 

exporting operations
Lack of excess production capacity for 

export
Difficulty in making customer contacts

Lack of managerial time to deal with exports

Actual product unsuitable for overseas 

markets
Lack of export skills

Difficulties in gaining access to some data 

sources
Unavailability of warehousing facilities 

abroad
Difficulties in meeting export packaging

Mean 

Exporters

3.76

3.74

3.71

3.62

3.53

3.47

3.46

3.45

3.41

3.33

3.32

3.31

3.29

3.27

3.27

3.26

3.21

3.17

3.14

2.92

2.87

Note: Variables have been ranked on a five-point scale, ranging from not important at all (1) to very important (5). 

Valid N: 256 Cases
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According to the mean value of the importance distribution of Jordanian SMEs' exporters 

and non-exporters perception towards internal exporting barriers considered by way of their 

level of export activities. Table 7.7 shows that the main reasons for not exporting are as 

follows: Lack of competitive price to customers in foreign markets and lack of ability to 

locate reliable agent ranked very high. High transportation costs and difficulties in meeting 

importers' product quality is another area of concern. Main justifications for the high 

weighted mean values attached to the high transportation/insurance cost is related to the 

political instability of the region particularly in Iraq and Palestine

SMEs exporters consider their main barriers for selling abroad to be high transportation costs 

and lack of competitive price to customers in foreign markets as shows in Table 7.7, this 

result is consistent with Tesfom & Lutz (2006) and Kaleka & Katsikeas (1995) who found 

that the difficulty in matching competitors' prices in international markets was a barrier for 

most exporters and non-exporters. Muhtaseb (1998) found that Jordan's export prices were 

affected by the economic crisis that faced Jordan and the lower increases in Jordan's 

competitors' prices owing to the recessionary conditions in world economy and sluggishness 

in world trade.

As dedicated in Table 7.7, one could conclude that exporters and non-exporters largely agree 

in their views of these barriers to export. Moreover, this result is consistent to what one 

would expect since lack of competitive price to customers and high transportation costs and 
difficulties in meeting importers' product quality are often cited in the literature as barriers or 

constraints to exporting for both exporters and non-exporters (Leonidou, 2004; Tesfom & 

Lutz, 2006; Arinaitwe, 2006; Kaleka & Katsikeas, 1995).

7.2.7.2 Perceived External Exporting Barriers

15 external barriers were measured on a 1 to 5 rating scale with 1 representing "not important 

at all" and 5 representing "very important". The descriptive results for the perceived external 

export barriers are presented in table 7.8.
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Table 7.8: Perceived External Exporting Barriers-Mean

Political instability in foreign markets

International Competition in export 

markets

poor or deteriorating in economic 
situation in the region

Strict foreign rules and regulations

Lack of Jordanian government incentives

Inadequate Government regulations and 

rules
Complex government bureaucracy

Unconvertible foreign currencies

Foreign exchange restrictions

Slow collection of payments from abroad

Currency fluctuations

Language differences overseas

Cultural differences overseas

Complexity of export documentations 
requirements

Inadequate communications with 
overseas customers

Mean(Non- 
Exporters)

4.42

4.36

4.35

4.32

4.17

4.06

3.95

3.83

3.82

3.79

3.70

3.24

3.14

2.98

2.94

Political instability in foreign markets

Strict foreign rules and regulations

poor or deteriorating in economic 
situation in the region

International Competition in export 
markets

Lack of Jordanian government incentives

Unconvertible foreign currencies

Complex government bureaucracy

Inadequate Government regulations and 
rules

Currency fluctuations

Foreign exchange restrictions

Slow collection of payments from abroad

Complexity of export documentations 
requirements

Inadequate communications with 
overseas customers

Language differences overseas

Cultural differences overseas

Mean 

(Exporters)

3.85

3.81

3.70

3.53

3.44

3.39

3.35

3.34

3.32

3.29
3.27

3.01

2.83

2.78

2.71

Note: Variables have been ranked on a five-point scale, ranging from not important at all (1) to very important (5). 
Valid N: 256 Cases

According to the mean value of the importance distribution of Jordanian SMEs' exporters 
and non-exporters perception towards external exporting barriers considered by way of their 
level of export activities. Table 7.8 shows the reasons for not exporting as follows: Political 
instability in foreign markets and international competition in export markets ranked very 
high. Keen competition in overseas markets was one of the most influential problems 
encountered by participants, supporting the postulation that accelerating market globalisation 
has intensified competition on an international scale. This finding confirms earlier research 
(e.g., Leonidou, 1995, 2000; Kaleka & Katsikeas, 1995). Poor or deteriorating in economic 
situation in the region and strict foreign rules and regulations is another area of concern. In 
addition, SMEs exporters consider their maj- barriers for selling abroad to be the political 
instability in foreign markets and strict foreign rules and regulations as shown in Table 7.8.
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It can be concluded from the results above that exporter and non-exporter largely agree in 

their views of these barriers to export. In addition, these results are consistent with Leonidou 

(1995, 2000) and Ahmed et al (2004) and Kaleka & Katsikeas (1995) who found that political 

instability in foreign markets and international competition in export markets are one of the 

major barriers to export.

As can been seen in table 7.8 it is especially interesting to note that the most highly ranked 

perceived external exporting barriers are: political instability in foreign markets, international 

competition in export markets, and poor or deteriorating in economic situation in the region. 

The exploratory research conducted prior to the main survey indicated that political 

instability and economic conditions were considered by many respondents to be a particular 

problem (see chapter 6-Qualitative analysis). The political/economic conditions and the level 

of competition in export markets are likely to affect the firm's ability to enter specific 

markets and develop their exports. The high ranking of these factors is to be expected since 

they reflect the viability of export involvement in overseas markets and to the political 
instability of the region particularly in Iraq and Palestine, and the high competition is due to 

the newly signed free trade agreements (FTA).

The study shows that there is high similarity between the export problems faced by 
manufacturing firms in developed and developing countries. Almost all export problems 

identified in developing countries exist in the developed world, especially for small and 

medium-sized companies.

From a simple inspection of table 7.7 and 7.8 it is apparent that the internal exporting barriers 

are viewed as being greater than the external barriers, with the mean values for internal 

barriers generally at a high level. The average score for each respondent for internal and 

external barriers was calculated. The mean value of the internal barriers average scores was 

3.514 and the equivalent figure for the external barriers was 3.435 thus indicating that 

internal barriers were viewed as more of a problem than external barriers overall. The 

findings in this section agree with previous research done in the field (Jaffe & Pasternak, 

1994; Korez-Vide, 2007).
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Furthermore, it is interesting to note from a simple inspection of table 7.7 and 7.8 that that 
the majority of the items have a mean value above the mid-point of the scale which implies 
that the sample of firms do regard both internal and external exporting barriers as presenting 
a serious barriers in relation to export development.

7.3 Data Reduction

This section presents the factor analysis solution for the internal and external perceived 
export barriers and for export performance. The purpose of factor analysis in the present 
study is to summaries the data set and explains the observed correlation using as few factors 
as possible, since that, in this thesis, exploratory factor analysis is used and the techniques for 
this approach are discussed below.

Factor analysis is a data reduction statistical technique that allows simplifying the 
correlational relationship between a numbers of continuous variables (Miller et al., 2002). 
Exploratory factor analysis was used to reduce the number of variables measuring 
'performance' and 'internal and external exporting barriers' into a meaningful and smaller 
number of subsets or factor groups. Factor analysis was conducted on the internal and 
external exporting barriers independently. This approach gave a better result than the other 
approach where the two scales were combined and factor analysed.

In carrying out exploratory factor analysis, it is recommended to perform a principal 
components analysis (PCA) for factor extraction, since the objective is to summarise most of 
the original information (variance) in a minimum number of factors for prediction purposes. 
In addition, the varimax rotation method is used in the study to make the factor structure 
more interpretable, since it reduces the number of complex variables and enhances 
interpretation (Thompson, 2004; Harlow, 2005). The factor analysis of the internal exporting 

barriers is presented first. The factor loading was set at (0.50).

7.3.1 Data Redaction of Perceived Internal Exporting Barriers

From the 21 variables measuring internal exporting barriers, four variables were discarded, 
'meeting export packing' and 'unavailability of warehousing facilities abroad' did not
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correlate with performance variables, while 'developing new products for foreign markets' 
and 'offering technical/after sales service' had low factor extraction (< 0.50).

According to analysis results shown in Table 7.9, the internal exporting barriers are grouped 

under three headings: Factor 1 relates to the issues of finding information and lack of 

financial resource to finance exports and is labeled the information and financial barriers 

factor. Items in the second factor are concerned with managerial and administrative aspects of 

engaging in export markets and labeled the functional barriers factor. The third factor is 

labeled the marketing barriers. The three factors were used in the hypotheses testing in 
section 7.5.

Table 7.9: Rotated Component Matrix for internal exporting barriers

Factor groups 1 2 3
Informational barrier

Insufficient information about overseas markets

Difficulty in making customer contact

Difficulties in gaining access to data sources

.655

.775

.709

Functional barriers
Lack of managerial time to deal with exports

Inadequate/untrained personal for exporting

Lack of export skills
Lack of new technology
Lack of excess production capacity

.557

.790

.675

.716

.569

Financial barriers
High cost of capital to finance export

Lack of financial resource to finance exports

.738

.757

Marketing barriers

Difficulties in adapting export product design

Meeting export product quality/standards
Lack of competitive price to customers in foreign markets

Complexity of foreign distribution channels

Obtaining reliable foreign representation

High transportation costs
High insurance costs

Explained variations 
Cumulative variations

27.356 

27.356

.628

.677

.505

.682

.694

.657

.571

19.709 

47.065

19.066 

66.131

Extraction method: Principal Component Analysis.
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• Rotation Method: Variraax.
• Rotated converged in 7 iterations.
• All Eigenvalue superior to 1.
• Sample size: 19 variables out of 256 valid observations (1 to 13.5).
• All factor loading superior to (0.50).
• 82% of variables have correlations greater than (0.30).
• Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy: 0.935 (minimum required: 0.6). 

Bartlett's Test of Sphericity (BTS) (Sig): 0.000 (Very significant correlation).
• Anti-image correlation: all variables above 0.70
• Total variance explained (3 factors): 66.13 %
• Cronbach's alpha (must be superior to 0.70): 

Fl: Alpha=0.950/ Inter-item correlation: 100% above 0.550 
F2: Alpha=0.860/ Inter-item correlation: 100% above 0.442 
F3: Alpha=0.843/ Inter-item correlation: 100% above 0.479

Two further tests were used to determine the appropriateness of factor analysis. These are the 
Bartlett test of Sphericity and the Kaiser-Meyer-Olkin (KMO) test. Bartlett's test of 

Sphericity tests whether the correlation matrix is an identity matrix, which would indicate 
that the factor model is inappropriate. The test provides the statistical probability that the 

correlation matrix has significant correlations among at least some of the variables. The value 

of the test for sphericity should be large and the associated significance level small. Table 7.9 
shows that the result was significant with an approximate chi-square of 3566 (DF=210) 
which is satisfactory. The measures of sampling adequacy (MSA) on the diagonals of anti- 

image correlation matrix all variables above 0.70, which is satisfactory.

To decide on the number of factors to be selected, it is necessary to examine the percentage 

of total variance explained by each of them. Traditionally, factors with Eigenvalues above 1 
are seen as significant factors and SPSS extract that number of factors (Miller et al., 2002). 

The factor solution produced three factors with Eigenvalues greater than 1 which explains 

66.13 per cent of the total changes in variations.

7.3.2 Data Redaction of Perceived External Exporting Barriers

From the 15 variables measuring external exporting barriers, two variables were discarded. 

Both 'cultural differences overseas' and 'language differences overseas' did not correlate 

with performance variables and the factor loading lower than minimum required (0.50).
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Table 7.10: Rotated Component Matrix for internal exporting barriers
Factor groups 1 2

Economic and Political-Legal and Governmental barriers
Political instability in foreign markets
poor or deteriorating in economic situation in the region
International Competition in export markets
Inadequate Government regulations and rules
Strict foreign rules and regulations
Lack of Jordanian government incentives
Complex government bureaucracy

.886

.875

.838

.824

.815

.792

.762

Procedural and Currency barriers
Inadequate communications with overseas customers
Complexity of export documentations requirements
Foreign exchange restrictions
Slow collection of payments from abroad
Unconvertible foreign currencies
Currency fluctuations

Explained variations 

Cumulative variations

43,462 

25,643

.865

.841

.668

.654

.560

.541

43,462 

69,105
Extraction method: Principal Component Analysis.

• Rotation Method: Varimax.

• Rotated converged in 3 iterations.

• All Eigenvalue superior to 1.
• Sample size: 13 variables out of 256 valid observations (1 to 19.6).

• All factor loading superior to (0.50).
• 90% of variables have correlations grater than (0.30).
• Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy: 0.908 (minimum required: 0.6). 

Bartlett's Test of Sphericity (BTS) (Sig): 0.000 (Very significant correlation).

• Anti-image correlation: all variables above 0.70

• Total variance explained (2 factors): 69.10 %

• Cronbach's alpha (must be superior to 0.70): 
Fl: Alpha=0.954/ Inter-item correlation: 100% above 0.50 
F2: Alpha=0.893/ Inter-item correlation: 100% above 0.30, and 61% above 0.50

The Bartlett's Test of Sphericity was significant with an approximate chi-square of 2547 
(DF=78) which is satisfactory while the measures of sampling adequacy (MSA) on the 
diagonals of anti-image correlation matrix all variables above 0.70 which is satisfactory. The 
factor solution produced two factors with Eigenvalues greater than 1 which explains 69.10 

per cent of the total changes in variations.

202



The results of the varimax rotation principal component analysis are given above in Table. 
7.10. According to analysis results, the external exporting barriers are grouped under two 
headings: Factor 1 relates to the issues of economic/political-legal and governmental barriers. 
The second factor was heavily loaded with two variables exemplifying procedural and 
currency barriers. The two factors were used in the hypotheses testing in section 7.5.

7.3.3 Data Reduction of Export Performance

Drawing upon the literature, one objective and three subjective measures of export 
performance have been used (Kazem & Heijden, 2006; Lages & Montgomery, 2004; 
Shamsuddoha & Ali, 2006; Belso-Martinez, 2006; Ibeh, 2004; Altintas, 2007; Sousa, 2004). 
The objective measure is export intensity, while the subjective measures are growth of sales, 
growth of profitability, and growth of exports. The subjective measures were factor analysed 
generating one factor as illustrated in table 7.11 and 7.12.

The export performance of SMEs will be measured through the "overall subjective export 
performance" factor. This factor is composed of the variables measuring overall sales, export 
sales, and profitability, all over the last 3 years.

Table 7.11: Factor analysis for the subjective performance variables

Component matrix

OVEPROF Overall profit over the last 3 years

OTS Overall sales over the last 3 years

SIGEXPOR Export sales over the last 3 years

Coefficient

.977

.971

.959

Table 7.12: Total Variance Explained for the Subjective Performance Factor

Component

1

2

3

Initial Eigenvalues

Total

2.815

.122

.063

% of 

Variance

93.842

4.066

2.092

Cumulative%

93.842

97.908

100.000

Extraction Sums of Squared 

Loadings

Total

2.815

% of 

Variance

93.842

Cumulative

%

93.842

Extraction Method: Principal Component Analysis.
Extraction method: Principal Component Analysis.
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• Rotation Method: Variraax.
• Sample size: 3 variables out of 256 valid observations (1 to 85).
• All factor loading superior to (0.50).
• All variables have correlations grater than (0.60).
• Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy: 0.769 (minimum required: 0.6). 

	Bartlett's Test of Sphericity (BTS) (Sig): 0.000 (Very significant correlation).
• Anti-image correlation: all variables above 0.70
• Total variance explained (1 factor): 93,84 %

7.4 Test of Hypotheses

To test the association between independent variables with export performance, bivariate 
analysis techniques will be used in the first phase by using the correlation since the idea of 
correlation is one of the most important and basic in the elaboration of bivariate relationships 
(Bryman & Cramer, 2009). Export performance was operationalised using different measures 
of export performance, namely, objective measure of export intensity; subjective measures of 
overall subjective export performance factor. Correlations can be very useful research tool 
but they tell us nothing about the predictive power of variables, consequently in the second 
phase a regression analysis will be used. In regression analysis, we fit a predictive model to 
our data and use that model to predict values of the dependent variable from one or more 
independent variables (Field, 2006).

7.4.1 Company Characteristics

The variables that evaluate the characteristics of the firm to be used in the research are as 

follow:

• Firm size

• Company Export experience
1. Year company established

2. Number of years exporting
3. Number of export countries per company

7.4.1.1 Firm Size

The hypotheses tested in this section are as follows:
Hypothesis 1: Firm size is positively related to export performance.
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Hypothesis 2: Firm size is positively related to degree of exporting stage.

Table (7.13) below shows that the number of employees (indicating the size of the firm) has a 
significant relationship with export performance, this is demonstrated by a positive 

correlation between firm size and export intensity variable (r=0.326, a= 0.00), and between 

firm size and overall subjective export performance factor (r=0.423, a= 0.00). This test 

provides evidence of support for Hypothesis (HI). The finding in this section agrees with 

previous research done in the field. Chetty & Hamilton (1993, cited in Boodai, 2001) in their 

study about firm export performance found that out of 29 studies that addressed firm size, 17 

found a positive relation, 6 found no relation and 6 found a negative relation. Alvarez E. 

(2004) suggests many reasons why larger firms have an advantage entering, staying, and 
performing more efficiently in international markets. Better access to financial resources in 

capital markets, advantages associated with scale economies and specialisation and improved 

capabilities to take risks are amongst these reasons. One could also hypothesise that an 

organisation's size is a key determinant of its propensity to export. That is the larger the firm, 

the greater the differential size advantage over smaller firms and this will usually have a 
positive impact on export activity.

Table 7.13: Correlations between Firm Size and Export Performance

Firm Characteristics

Firm size

Export Intensity
326**

Overall subjective export performance factor
423**

**Correlation Significant at 0.001 levels (2-tailed) - Valid N: 256 Cases

Table 7.14 below shows that there is a significant relationship between number of employees 

(indicating the size of the firm) with the exporting stage of the firm. This is demonstrated by 

a positive correlation between the firm size and exporting stage (r=0.296, o= 0.00). This test 
provides evidence of support for Hypothesis (H2). The relationship between firm size and 

the ability to be an exporter has attracted considerable research attention. This finding agrees 
with previous research done in the field. The Stage theory of internationalisation assumes 

that small firms internationalise stepwise (Bilkey & Tesar, 1977). The majority of small firms 

face severe resource constraints, be it financial, technological or personnel (Karadeniz & 

Gocer, 2007). By growing larger, firms are able to commit greater resources to international 

activities and gradually increase their international sales.
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Table 7.14: Correlation between Firm Size and Exporting Stage of Firm
Company Characteristics
Firm size

Exporting stage of firm
.296**

""Correlation Significant at 0.001 levels (2-tailed) - Valid N: 256 Cases

7.4. 1.2 Export Experience

The hypotheses tested in this section are as follows:

Hypothesis 3: Company export experience is positively related to export performance. 
Hypothesis 4: Company export experience is positively related to degree of exporting

Company export experience was measured by three fundamental dimensions refer to the 
length of time company has been involved in exporting, the number of countries that the 
company involved in through regular exporting operations, and with the year company 
established variable.

Tables (7.15) and Table (7.16) below show that those firms with advanced export experience, 
recognised by the number of years in exporting, have the premier percentage of sales abroad. 
There is a clear significant relationship between number of years in exporting and between 
export performance, this is demonstrated by a positive correlation with export intensity 
variable (r=0. 560, a= 0.00) and with overall subjective export performance factor (r=0.501, 
a= 0.00). This means that export experience does translate into a higher ratio of sales abroad 
and better export performance. Also, Table (7.15) and Table (7.16) below show that older 
firms have the highest percentage of sales abroad. There is a clear significant relationship 
between number of years in business and exports, elucidated by a positive correlation 
between the number of years in business and the percentage of sales abroad (r=0.356, a= 0.00) 
and with overall subjective export performance factor (r=0.461, a= 0.00). Export experience 
(years in business/ length of time company has been involved in exporting) seems to have a 
significant positive effect on export performance (export intensity, overall subjective export 
performance factor), since it helps a firm to perceive less uncertainty in their exporting 
activities, have a better understanding of foreign market mechanisms. Therefore, design and 

implement effective export marketing prograius.
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Likewise the variables measuring export experience, the number of export countries has a 

significant positive effect on export intensity abroad (r=0.206, a= 0.00) and with overall 

subjective export performance factor (r=0.338, a= 0.00).). The findings in this section agree 
with previous research done in the field. These tests provide evidence of support for 
Hypothesis (H3).

Table 7.15: % of Exports and Export Experience

Export 

intensity

0

.01-.20

.21-.40

.41-.60

.61-.80

.81-.99

Year of 

Established 

(mean)

2.20

2.65

2.94

3.57

3.00

3.71

Number of years exporting 

(mean)

1.57

2.31

2.78

3.71

2.62

3.43

Number of export countries 

(mean)

1.38

2.12

2.85

3.12

3.01

3.43
Valid N: 256 cases

Table 7.16: Correlations between Company Export Experience and Export Performance

Company Export Experience

Year Company Established

Number of years exporting

Number of export countries

Export Intensity
.365**

.560**

.206**

Overall subjective export performance factor
.461**

.501**

.338**

**Correlation Significant at 0.001 levels (2-tailed) - Valid N: 256 cases

There is a strong relationship between the company export experience and the exporting stage 
of the firm. Table 7.17 show that there is a clear significant relationship between the number 
of years in business and length of time company has been involved in exporting with the 
exporting stage of the firm. This is demonstrated by a positive correlation between the 
number of years in business, length of time company has been involved in exporting, and 
number of export countries with exporting stage as shown in Table 7.17 below. The findings 

in this section agree with previous research done in the field. Also, these tests provide 

evidence of support for Hypothesis (H4).
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Table 7.17: Correlations between Company Experience and Export Stage of Firm
Company Experience

Year Company Established

Number of years exporting

Number of export countries

Exporting stage of firm
.339**

.540**

.423**

"Correlation Significant at 0.001 levels (2-tailed)- Valid N: 256 cases

7.4.2 Managerial Characteristics

The hypotheses tested in this section are as follows:

Hypothesis 5-A: Management experience is positively related to export performance.
Hypothesis 5-B: Better educated decision maker is positively related to export performance.
Hypothesis 5-C Decision-maker with language talent is positively related to export
performance.
Hypothesis 5-D: Manager's age is negatively related to export performance.

Table 7.18 below shows that there is a clear significant relationship between management 
experience and exports, elucidated by a positive correlation between the time managers spent 
overseas and the percentage of sales abroad (r=0. 273, a= 0.00) and with overall subjective 
export performance factor (r=0.253, a= 0.00). The time managers spent overseas has been 
considered an important factor, which could clarify the export performance, since it involves 
managers' exposure to foreign cultures, which allows gathering of greater experiential 
knowledge about international markets (Leonidou et al., 1998; Sonia et al., 2005).

Table 7.18 shows that manager educational level increases with the level of export intensity. 
This is demonstrated by a positive correlation between the level of education and export 
intensity as an indicator of export performance (r=0.308, a= 0.00) as well as with overall 
subjective export performance factor (r=0.326, a= 0.00). Better educated decision makers are 
likely to be more active and interested in foreign dealings, thus being more willing to 
objectively evaluate the advantages and disadvantages of exporting, as well as to desire 
possess more managerial knowledge and capabilities, which could enhance export 

performance.
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In addition, the ability of managers to speak a foreign language and possess professional or 

academic experience abroad increases as the firm is more involved in exporting, the former 

being positively associated with export intensity (r=0.281, a= 0.00) as well as with overall 

subjective export performance factor (r=0.206, a= 0.00) as shown in Table 7.18. The greater 

the number of foreign languages understood, the higher the level of export intensity. This is 

because the ability to communicate in a foreign language enables the decision maker to 

converse beyond language and interpret the subtle nuances of communication. Therefore, 

cultural gaps and psychics-distance can be minimised with knowledge of foreign languages.

Finally, Table 7.18 shows a negative significant relationship between manager's age with 

export intensity and overall subjective export performance factor, elucidated by a negative 

correlation between manager's age and export performance as shown in Table 7.18 below. 

Managers' age has been proposed in the literature as a predictor of export behaviour, where 

younger managers tend to be more internationally minded and cosmopolitan than older ones 

Thus, it will be negatively associated with export performance (Sonia et al., 2005).

In summary, export performance is influenced by the managerial characteristics, indicating 

the key role played by management in the accomplishment of a superior export performance. 

These results provide support for Hypotheses (H5.A-D) with positive correlation in relation 

to the level of education, knowledge of foreign language and international experience of 

respondents and negative correlation to manager's age.

Table 7.18: Correlations between Managerial Characteristics and Export Performance

Managerial Characteristics

Level of education

Age

Knowledge of foreign languages

International experience

Export Intensity
.308**

-.382**

.281**

.273**

Overall subjective export performance factor
.326**

-.264**

.206**

.253**

*Correlation Significant at 0.001 levels (2-tailed) - Valid N: 256cases

7.4.3 Exporting Barriers

The hypotheses tested in this section are as follows:
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Hypothesis 6: Perceived export barriers are negatively related to degree of Exporting. 

Hypothesis 7: SMEs' managers perceive exporting barriers as influential to exporting. 

Hypothesis 8: The perception of SMEs managers towards exporting barriers considered by 

way of their level of exporting activities that ranges from non exporter to experienced 

exporter are similar.

Table (7.19) below shows that there is a strong negative relationship between internal and 

external exporting barriers factors with the exporting stage of the firm. As for the exporting 

stage of the firm, the more developed the stage of exporting, the better the SMEs' 

performance. This relationship is well documented in the literature (see Chapters 2, 3). As 

discussed in chapter 2, in each successive exporting stage, commitments to international 

activities increase as entrepreneurs learn more from the international market.

Most researchers recognise that attitudes and experience are believed to lead to new stages in 

the perception of export costs, risks, and profits improving the overall performance of the 

firm. Calof & Viviers (1995) demonstrate that the more progressive the company's stage in 

export intensity, the lower its costs and risks of exporting and the better its advantages.

Shoobridge (2004) explained that firms enter more advanced stages of exporting after 

learning from experience, their managers begin to view exporting as less risky, and their 

attitudes toward international activities become dramatically more favourable. The findings 

in this section agree with previous research done in the field. These tests provide evidence of 

support for Hypotheses (H6).

Table 7.19: Correlations between Exporting Barriers Factors and Exporting Stage of Firm

Exporting Barriers Factors

Information/Financial barriers factor

Functional barriers factor

Marketing barriers factor
Economic/Political-legal and governmental barriers factor

Procedural and Currency barriers factor

Exporting stage
-.570**
-.194**
-.327**
-.325**
-.440**

Valid N: 256cases
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To test hypothesis (7): SMEs' managers perceive exporting barriers as influential to 
exporting. A one-sample t-test was conducted using 95 percent confidence interval to test this 
hypothesis (HO: n < 3), which corresponds to the medium point in the scale that ranges from 
Ito5.

Table 7.20 shows a p-value > 0.05 with five variables which are: complexity of export 
documentations requirements; difficulties in meeting export packing; unavailability of 
warehousing facilities abroad; Language differences overseas and cultural differences 
overseas. This means that the mean of the ratings attributed by our sample respondents to 
these barriers is significantly higher than the scale mean (3) excepting the five variables 
above. This can be seen as lending some support to Hypothesis (H7) that SMEs' managers 
perceive exporting barriers as influential to exporting. This finding supports the results in the 
descriptive statistics about exporting barriers in the previous sections and it's in line with the 
existing literature.

A number of researchers have directed their attention to managers ' perceptions of export 
constraints and barriers over the past two decades (Morgan & Katsikeas, 1997; Leonidou, 
1995, 2004; Leonidou & Katsikeas, 1996; Ghauri et al., 2003; Neupert et al., 2006; Altintas 
et al., 2007). Actually, the occurrence of these barriers can largely clarify why current 
exporters are not exploiting their full potential in the international marketplace and why non- 
exporters are not engaged in exporting at all (Leonidou, 1995).
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Table 7.20: Managers' attitudes toward different barriers to exporting (a =0.05)
Barriers to exporting

Insufficient information about overseas markets
Difficulty in making customer contacts
Difficulties in gaining access to some data sources
Lack of managerial time to deal with exports
Lack of personal trained to deal with exporting operations
Lack of export skills
Lack of financial resources to finance exports
High cost of capital to finance exports
Lack of excess production capacity for export
Actual product unsuitable for overseas markets
Lack of new technology
Difficulties in meeting export packaging
Difficulties in meeting importers' product quality
Difficulties in adapting export product design
Difficulties in setting up adequate after-sales services
Lack of ability to locate reliable agent

Complexity of foreign distribution channels
High transportation costs
High insurance cost
Unavailability of warehousing facilities abroad
Lack of competitive price to customers in foreign markets
Lack of Jordanian government incentives
Inadequate Government regulations and rules
Complex government bureaucracy
Keen Competition in export markets
Complexity of export documentations requirements
Inadequate communications with overseas customers
Slow collection of payments from abroad
poor or deteriorating in economic situation in the region
Currency fluctuations
High tariff and non-tariff barriers
Unconvertible foreign currencies
Political instability in foreign markets
Strict foreign rules and regulations
Language differences overseas
Cultural differences overseas

Mean

3.65
3.46
3.33
3.43
3.43
3.36
3.65
3.69
3.42
3.16
3.47
2.94
3.55
3.57
3.13
3.85
3.77
3.89
3.57
2.99
3.89
3.63
3.52
3.50
3.57
2.86
3.00
3.41
3.87
3.42
3.43
3.50
4.00
3.94
2.90
2.82

t-value

7.348
5.877
4.176
6.747
7.105
5.773
8.024
8.513
6.671
-.810
8.043
-.858
7.850
9.620
5.898
11.124
9.121
10.035
6.927
-.174
10.820
8.617
6.844
6.374
6.370
.053
-1.992
6.140
10.716
6.520
6.791
7.722
12.098
12.145
-1.439
-2.765

P-value

.000

.000

.000

.000

.000

.000

.000

.000

.000

.026

.000

.391

.000

.000

.015

.000

.000

.000

.000

.862

.000

.000

.000

.000

.000

.958

.047

.000

.000

.000

.000

.000

.000

.000

.151

.146
Valid N: 256 cases

To test hypothesis (8): The perception of SMEs managers towards exporting barriers 
considered by way of their level of exporting activities that ranges from non exporter to 
experienced exporter are similar. In other words, does the share of exports over total sales 
affect the attitudes towards the importance of the different barriers to export? To answer this 
question, thirty six-way ANOVA tests were conducted to analyse the effect of share of 
exports over total sales (independent variable) on the thirty six exporting barriers to export 
(dependent variables). The objective being to determine whether the attitudes towards these
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36 barriers to export differ according to the share of exports over total sales. The results are 
reported in Table 7.21. From Table 7.21, it is evident that the p-value is greater than a (0.05) 
in 7 of the 36 variables which are: difficulties in meeting export packaging; high insurance 
cost; unavailability of warehousing facilities abroad; complexity of export documentations 
requirements; inadequate communications with overseas customers; currency fluctuations; 
cultural differences overseas. Therefore, we reject Hypothesis (H8), but it can be concluded 
that exporters and non-exporters largely agree in their views of these barriers to export.

Table 7.21: Effect of "share of exports over total sales" on attitudes towards exporting barriers

Exporting barriers

Insufficient information about overseas markets
Difficulty in making customer contacts
Difficulties in gaining access to some data sources
Lack of managerial time to deal with exports
Lack of personal trained to deal with exporting operations
Lack of export skills
Lack of financial resources to finance exports
High cost of capital to finance exports
Lack of excess production capacity for export
Actual product unsuitable for overseas markets
Lack of new technology

Difficulties in meeting export packaging
Difficulties in meeting importers' product quality
Difficulties in adapting export product design
Difficulties in setting up adequate after-sales services
Lack of ability to locate reliable agent
Complexity of foreign distribution channels
High transportation costs
High insurance cost
Unavailability of warehousing facilities abroad
Lack of competitive price to customers in foreign markets
Lack of Jordanian government incentives
Inadequate Government regulations and rules
Complex government bureaucracy
Keen Competition in export markets
Complexity of export documentations requirements
Inadequate communications with overseas customers
Slow collection of payments from abroad
poor or deteriorating in economic situation in the region
Currency fluctuations
High tariff and non-tariff barriers
Unconvertible foreign currencies
Political instability in foreign markets
Strict foreign rules and regulations
Language differences overseas
Cultural differences overseas

F- value

3.418
6.310
5.770
5.167
3.606
6.922
4.648
3.457
6.373
4.001
3.986
1.401
8.287
5.217
5.944
4.853
3.845
2.303
2.177
1.807
2.931
5.688
6.297
4.560
3.425
2.145
.593
3.036
4.127
1.554
3.099
2.591
3.213
2.913
2.269
1.713

P-value

.005

.000

.000

.000

.004

.000

.000

.005

.000

.002

.002

.225

.000

.000

.000

.000

.002

.045

.057

.112

.014

.000

.000

.001

.005

.061

.706

.011

.001

.174

.010

.026

.008

.014

.048

.132

N

256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
256
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7.5 Multiple regression analysis

Multiple regression analysis has become one of the most widely used techniques in the 
analysis of data in the social science (Hair et al., 2005). Regression is a powerful tool for 
summarising the nature of the relationship between variables and making predictions of likely 
values of the dependent variable (Bryman & Cramer, 2009:230). The present study intends to 
determine which are the variables that have the highest explanation power over the chosen 
dependent variables.

The descriptive statistics in the previous sections simply described the characteristics of the 
research data. Also, correlation is not the same as cause, we cannot determine from an 
estimate of correlation that one variable cause the other, since correlation provides estimates 
of covariance (Bryman & Cramer, 2009). The idea of developing the model for this research 
is concerned with two research objectives, prediction, and explanation. In this research, the 
model is used to examine the relative importance of each of the independent variables/factors 
in prediction of the dependent variable/factor; to examine the direction (positive or negative) 
of the independent variable and to examine the overall predictive power of the variate. 
Therefore, it was considered that multiple regression analysis was an appropriate technique.

The aim of this section is to examine the relationship between export performance and 
perceived exporting barriers, firm and managerial characteristics whose definition is 
discussed in Chapter 5 using multivariate analysis techniques. The variables being used in 
this research have been identified from the literature and can be hypothesised to influence 
export performance. The export barriers factors were issued to develop multiple regression 
models along with other variables. The model presented in this section use a composite 
measure of export performance as the dependent variable. This is the factor score of the 
subjective export performance variables. Thus, the four groups of independent variables will 
be regressed against the dependent variable, thus offering new views on the factors that affect 

or influence the export performance of SMEs in Jordan.

The selection of independent variable should be based on their theoretical relationship to the 
dependent variable. The dependent variable chosen was the factor score of the 3 export 
performance variables. The 3 variables were all measured on a 1 to 5 scale and when
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subjected to factor analysis produced only one factor accounting for 93 per cent of the 
variance. It was considered more appropriate to use this factor as the dependent variable.

The independent variables/factors were chosen in order to ensure that each conceptual group 
shown in the conceptual framework is represented in the model. This ensures that the 
theoretical relationships contained in the framework are all represented in the model. The 
variables/factors chosen are shown in table 7.22.

Table 7.22: Independent variables/factors for multiple regression analysis

Factor/Variable

Education

Age

Knowledge of foreign languages

Management experience

Year Company established

Number of years exporting

Firm size

Number of foreign markets

Economic and Political-Legal barriers and 
Governmental Factor

Procedural and Currency factor

Informational factor

Functional factor

Marketing factor

Concept Group

Managerial

Managerial

Managerial

Managerial

Firm

Firm

Firm

Firm

External exporting barriers

External exporting barriers

Internal exporting barriers

Internal exporting barriers

Internal exporting barriers

Having evaluated all the regression methods: Enter, Stepwise, Forward, Backward and 
Remove, we decided to work with the Stepwise. This is one of a number of approaches that 
can be used in deciding how and whether independent variables should be entered in the 
equation and is probably the most commonly used approach (Bryman & Cramer, 2009). 
Table 7.23 and Table 7.24 show the results of the regression analysis. The model will display 
a variety of indicators that will demonstrate the overall fit of the equation (R, R2 and 

Adjusted R2).
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Table 7.23: Multiple regression analysis results

7

Model

(Constant)

REGR factor score 
1 for analysis 3

REGR factor score 
1 for analysis 2
REGR factor score 
2 for analysis 2
Number of years 
exporting
REGR factor score 
3 for analysis 2
Firm size

Age of respondents

Unstandardized 
Coefficients

B

-.541

-.438

-.582

-.299

.568

-.304

.491

-,398

Std. 
Error
.141

.067

.061

.048

.036

.037

.040

.036

Standardized 
Coefficients

Beta

-.137

-.590

-.302

.076

-.105

.096

-.321

t

-3.847

-2.065

-9.622

-6.266

1.906

-2.821

2.291

-5.321

Sig.

.000

.004

.000

.000

.005

.005

.007

.002

Collinearity 
Statistics

Tolerance

.292

.340

.552

.808

.932

.722

.630

VIF

1.421

1.042

1.113

1.237

1.073

1.385

1.254
a Dependent Variable: REGR factor score of overall subjective export performance 
Economic/political-legal and governmental barriers factor 
Information/financial barriers factor 
Functional barriers factor 
Marketing barriers factor 
Valid N: 256cases

Table 7.24: Model Summary

Model

1
2
3
4
5
6
7
a. Predictors

R

.733a

.788b

.824c

.833d

.838e

.842f
•845g

R Square

.537

.622

.679

.694

.703

.710

.716

Adjusted 
R Square
.535
.618
.675
.689
.696
.702
.701

Std. Error of 
the Estimate
.68168975
.61770650
.57004993
.55786692
.55101499
.54595396
.55453845

F

231.673
149.837
125.388
111.475
94.083
87.057
79.056

Sig.

.000

.000

.000

.000

.000

.000

.000

Durbin-Watson

1.677
(Constant). REGR factor score 1 for analysis 3

b. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2
c. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for 
analysis 2
d. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for 
analysis 2, Number of years exporting
e. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for 
analysis 2, Number of years exporting, REGR factor score 3 for analysis 2
f. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for 
analysis 2, Number of years exporting, REGR factor score 3 for analysis 2, Firm size
g. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for 
analysis 2, Number of years exporting, REGR factor score 3 for analysis 2, Firm size, Age of respondents
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There are a number of assumptions underlying the use of regression (Hair et al., 2005). The 

assumptions underlying multiple regression analysis concern both to the individual variables 

(dependent and independent) and to the relationship as a whole. When assumptions are 

broken, we stop being able to draw accurate conclusions about reality, when the assumptions 

are met, the model that we get from the sample can be accurately applied to the population of 

interest (Field, 2006). To draw conclusions about a population based on a regression analysis 

done on a sample, several assumptions must be true. The assumption, which should be tested 
are:

(1) Multicollinearity: Collinearity refers to the situation when a high correlation is detected 

between two or more predictor variables. There should be no perfect linear relationship, the 

predictor variables should not correlate highly (Field, 2006; Bryman & Cramer, 2009). Such 

high correlation causes problems when trying to draw inferences about relative contribution 

of each predictor variable to the success of the model. The ideal situation for the researcher is 
to have a number of independent variables highly correlated with the dependent variable but 

not with each other. The following procedures are used to assess the degree of 
multicollinearity:

Firstly, the simplest method is to scan a correlation matrix of all of the predictor variables and 

see if any correlate very highly (0.80-0.90). The correlation matrix for all the independent 

variables used in this analysis shows that none of the variables have a correlation of .8 and 
above. This initial examination suggests that multicollinearity may not be a problem.

Secondly, two common measures used for assessing Collinearity are (1) the tolerance value 

and (2) its inverse-the variance inflation factor (VIF). The Tolerance statistic is derived from 

1 minus the multiple R for each independent variable. The multiple R for each independent 

variable is made up of its correlation with all of the other independent variables. When the 

tolerance is low, the multiple correlation is high and there is the possibility of 

Multicollinearity. Values below 0.1 indicate serious problems, although other authors 

indicate that values below 0.2 are worthy of concern (Bryman & Cramer, 2009). The variance 

inflation factor (VIF) is calculated as 1 divided by the tolerance level for that independent 

variable. If the average of VIF is greater than 2, then multicollinearity may be biasing the 

regression model. The Tolerance, VIF statistics were examined. None of the variables in the
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model matched these criteria. The highest VIF value was 1.421 and the lowest tolerance 
was .292. Thus, it was apparent that Multicollinearity is not a serious problem in relation to 
our model.

(2) Linearity and Normality: The linearity of the relationship between dependent and 
independent variables symbolizes the degree to which the change in the dependent variable is 
associated with the independent variable. Linearity is a crucial issue in regression analysis 
and is easily inspected through residual plots (Hair et al., 2005). It is assumed that the 
residuals in the model are random, normally distributed, variables with a mean of zero. This 
assumption simply means that the differences between the model and the observed data are 
most frequently zero or very close to zero, and that differences much greater than zero 
happen only occasionally (Hair et al., 2005). Histogram of the standardised residuals 
(scatterplot) is useful for checking the assumption of normality of errors. Plots should look 
like a random array of dots evenly dispersed around zero. If this graph looks out (like a 
tornado), then the chances are that there is heteroscedasticity in the data has broken the 
assumption of linearity (Field, 2006).

The assumptions of linearity and normality were tested in the first instance by using the 
explore facility in SPSS and scatterplot. The residual plots for the model closely resembled a 
null plot and no curvilinear pattern was observed. Also, the histogram was examined and it 
looks like a normal distribution with a bell shaped curve. Also, the straight line in this plot 
represents a normal distribution, and the points represent the observed residuals (See Figure 
7.9).

(3) Independent errors: For any two observations, the residual terms should be uncorrelated 
(or independent). This assumption can be tested with the Durbin-Watson test. Durbin-Watson 
test is a commonly used for checking the assumption of no multicollinearity and 
independence of errors. This test is important for testing whether the assumption of 
independent errors is tenable. The closer to 2 that the value is, the better. Values less than 1 
and greater than 3 are definitely a cause for concern (Field, 2006). Durban-Watson test for 
the model was 1.677 Thus, it was apparent that residual terms were uncorrelated in our model.
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(4) Ratio of observations to independent variables (predictors): In the design of multiple 

regression analysis, the researcher must consider issues such as sample size and 

generalisability of the results. The size of the sample has a direct impact on the 

appropriateness and the statistical power of multiple regressions. The maximum number of 

variables used in this model was 13 variables with a sample size of 256 respondents. Thus the 
ratio of cases to variables is 19.6 to 1. This ratio was considered to be well above the 

minimum level of 5 to 1 and thus considered appropriate for achieving generalisability of the 
results.

Figure 7.9: Graphical Assessment of the Model

1 sto o r a

Dependent Variable:

fxiormal F^-F* F"lot of Regression Standardized Residual

Scatter plot

Dependent Variable: RECSFZ factor score 1 Tor an
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7.5.1 Statistical Significance of the Model

The R2 value for the equation as a whole is 0.716, implying that only 28 per cent of the 
variance in dependent variable (i.e. 100- 71.6) is not explained by the seven variables in the 
equation. In addition, SPSS will produce an adjusted R2. Adjusted R square is an estimate of 
R square for the population rather than the sample from which the data was obtained. The 
adjusted R2 as a whole is 0.701, which is just a little smaller than the non-adjusted value. The 
final column gives us the standard error of the estimate (See Table 7.24).

The value of the regression B represent the change in the outcome resulting from a unit 
change in the predictor and that if a predictor is having a significant impact on our ability to 
predict the outcome then this B should be different from 0 (Field, 2006). Beta values indicate 
the contribution of each predictor to the model. The Beta value tells us about the relationship 
between the dependent variable and each predictor. If the beta value is positive, it can be said 
that there is a positive relationship between the predictor and the outcome whereas a negative 
coefficient represents a negative relationship. The smaller the value of "sig." and the larger 
the value of "t", the greater the contribution of that predictor (See Table 7.23 above).

To test the hypothesis that the amount of variation explained by the regression model is more 
than the variation explained by the average (R2 is greater than zero), the F ratio is used. The F 
ratio test generated by SPSS is based on the multiple correlation (R) for the analysis. The 
multiple correlation is the square root of the coefficient of determination, express the 
correlation between the dependent variable (export performance) and all of the independent 
variables collectively. For the model, which is explained in Table 7.24, the F ratio was 
significant at the level 1%. Because the F ratio is greater than the tabled value of F at the .01 
significance level, this means that the model can reject the hypothesis that the reduction in 
error obtained by using the independent variables to predict the dependent variable was a 

chance occurrence (Bryman & Bell, 2003).
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7.5.2 Interpretation of the Model

It is indispensable to interpret the regression variate by evaluating the estimated regression 
coefficient for their explanation of the dependent variable. This research intends to assess the 
impact of each independent variable in the prediction of the dependent variable. This 
equation is composed by 13 variables and demonstrates a significant relationship between 
company characteristics, export barriers, managerial characteristics, with the dependent 
variable measuring export performance. Each group will be discussed in the following sub 
sections.

7.5.2.1 Finn and Managerial Characteristics

The general equation as shown in Table 7.23 and Table 7.24 show that three variables of firm 
and managerial characteristics have a significant impact on export performance. These are:

1. Numbers of employee (indicating the size of the firm) have a significant positive 
relationship between the number of employees and overall subject export performance 
factor. That is the larger the firm, the greater the differential size advantage over 
smaller firms and this will usually have a positive impact on export activity. This can 
be explained by the concept that larger firms possess more managerial and financial 
resources as well as production capacity, thus enabling them to direct greater efforts 
to exporting than smaller firms. The present research simply confirms some previous 
findings presented in the existing literature on export performance and lend support 
for Hypothesis (HI). As seen in chapter 4, the relationship between the firm size and 
export performance has been thoroughly examined in the export literature, with some 
mixed results. The present research simply confirms some previous findings presented 
in the existing literature on export performance (see chapter 4), in which the size of 
the firm is very much related to the export performance of the firm (Baldauf et al., 
2000; Katsikeas & Morgan, 1994). Our research supports the stage theory of 
internationalisation, growing larger firms will be able to commit greater resources to 
international activities and gradually increase their share of sales derived from the 
international markets. Larger firms could, therefore, have more resources available for 

developing firms' international activities.
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2. Export experience (number of years exporting) is significant in model 7. This result 
confirms a significant positive relationship between the length of time "number of 
years" that firm has been exporting and overall subject export performance factor. 
This result lends supports for Hypothesis (H3) and is consistent with the finding of 
other researchers on export performance (Katsikeas et al., 1996; Zou & Stan, 1998). 
Firms with a higher dependency on international markets normally having a very 
positive relationship with the export performance of the firm. As seen in chapter 2, in 
each successive exporting stage, commitments to international activities increase as 
firms learn more from the international market. The principles of internationalisation 
theory intimate that knowledge obtained through experience from business activities 
in a specific overseas market is the primary means of reducing foreign market 
uncertainty (Katsikeas & Morgan, 1994). Most researchers recognise that attitudes 
and experience are believed to lead to new stages in the perception of export costs, 
risks, and profits improving the overall performance of the firm. This hypothesis are 
supported by our data and these results are in line with the Uppsala model which 
argues that international activity will create learning and more knowledge on 
internationalisation.

3. Age of respondents have a significant negative relationship with overall subject 
export performance. This result confirms some previous findings presented in the 
existing literature on export performance. Extensive empirical research confirmed that 
younger managers are more successful in exporting (Miesenbock, 1988; Shoobridge, 
2004). Since younger owner-managers are more interested in growth and are more 
likely to engage in business development activities designed to foster this growth. 
This result lends supports for Hypothesis (H5-D) and is consistent with the finding of 
other researchers on export performance (Sonia et al., 2005).

Other variables representing firm and managerial characteristics do not present any 
significant relationship to the export performance of the firm, and do not form part of this 

research model for various reasons:

1. Year Company established: The number of years in business is not an adequate 
variable to measure trends in SMEs performance since this variable is very much 
related to number of years exporting or export experience. Nevertheless, many well
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established companies, with several years in business, only started exporting in the 

last few years, mainly due to external factors, local competition, and decline of 

domestic market. Therefore, the number of years in the business does not need to be 

linked to export performance, but as seen before, number of years exporting is 

significantly linked to export performance. This is in line with the theory of born- 

global SMEs that the number of years in business offers no good explanation for 

export success since these firms have an international outlook from their inception 

and typically go international within a short time after establishment. This finding 

supports the existing literature on the subject (see chapter 2).

2. Number of foreign markets: This variable is very much related to number of years 

exporting or export experience. Furthermore, the market coverage of the firm is not 

very much related to export performance, due to the fact that some SMEs are over- 

dependent on a few customers abroad.

3. Education and language. As opposed to what was hypothesised (H5-A, B, C), both 

Education and language appeared not to be significant determinants of export 

performance. Also management experience did not represent any significant relation 

with export performance.

7.5.2.2 Perceived Exporting Barriers

This concept group is composed of 5 factors. In the equation presented in Table 7.23 and 

Table 7.24, four of the perceived export barriers factors, come out to be strongly linked to 

overall subject export performance in model 7. These are: economic/political-legal and 

governmental barriers; information/financial barriers; functional barriers; marketing barriers 

which has a significant negative relationship with export performance. These results provide 

support for Hypothesis (H9) in relation to these specific factors but not in relation to 

procedural and currency barriers. Table 7.23 shows further analysis on export barriers. This 

equation focuses exclusively on the links of export barriers with export performance. This 

equation confirms that the following variables have significant explanation power for the 

firm's export performance:
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Economic/Political-legal and Governmental barriers: this factor is composed of the 
variables political instability in foreign markets, poor or deteriorating in economic situation 
in the region, international competition in export markets, inadequate government regulations 
and rules, strict foreign rules and regulations, lack of Jordanian government incentives, and 
complex government bureaucracy. Table 7.23 shows a negative relationship with export 
performance. This result confirms some previous findings presented in the existing literature 
on export performance (Cicic et al, 2002; Morgan, 1997; Wilkinson & Brouthers, 2006; 
Tesfom & Lutz, 2006; Leonidou, 1995; Leonidou, 2004; Alvarez E., 2004).

The assistance offered by government may not provide the specific needs for the small firms 
because often it does not take into account their stage of export development. Exporters often 
suffer due to the insufficiency of government export promotion policies, which contain lack 
of gathering and provision of information on available export possibilities, and worthless 
promotion of the country's exports overseas. Small-scale businesses lack of competitiveness 
is due to their high relative unit cost and lack of human skills and knowledge, which prevent 
them from being competitive. Small companies generally face unique obstacles in the arena 
of international competition owing to their limited resources and capabilities, less formal 
centralised planning, control systems, and insufficiently developed administrative procedures 
and methods. While a firm may enjoy a competitive advantage in the domestic market, they 
may lose this advantage and may encounter more complicated and intense competitive 
situations when transcending national boundaries. Again, this finding agrees with the 
literature (see chapter 3).

Information/financial barriers: this factor is composed of the variables insufficient 
information about overseas markets, difficulty in making customer contact, difficulties in 
gaining access to data sources, high cost of capital to finance export, and lack of financial 
resource to finance exports .Table 7.23 shows a negative relationship with export 
performance. This result confirms some previous findings presented in the existing literature 
on export performance (Walters, 1983; O"Rourke, 1985; Leonidou, 1995, 1997; Kaleka & 
Katsikeas, 1995; Chaudhry & Crick, 1998; Silva & Rocha, 2001; Shoobridge, 2004; Tagoe et 

al., 2005; Tesfom & Lutz, 2006; Arinaitwe, 2006).
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Table 7.23 shows a negative relationship between lack of information and export 
performance. SMEs that consider lack of information an import export barriers show high 
probabilities of having a poor export performance. Thus, firms that perceives a high level of 
knowledge constraints become less internationalised. This result is consistent with the 
Johanson and Vahlne study (1977) and is an important empirical result. These implications 
are that some firms are limited in the degree to which they can become internationalised 
because of knowledge barriers. SMEs that consider lack of information an important export 
barrier, show high probabilities of having a poor export performance since the quick access to 
new technical information on foreign markets can play a strong role in the export 
performance of innovative firms. The explanation of the negative relationship between 
knowledge barriers and export performance is perhaps the more simple to explain and it is 
suggested that if a firm has a high level of knowledge barriers then they are likely to export 
less due to feelings of uncertainty about engaging in exports. This finding supports the 
existing literature on this subject (see chapter 3). Also, lack of financial resource has a 
negative impact on the export performance of the firm. Finance is one of certain common 
problems facing all SMEs in Jordan. This can be observed in the firms' need for funds to 
start-up and grow. The banking sector (as the main source of finance) is reluctant to lend to 
SMEs since they are unable to pledge enough collateral and sometimes their newness 
translates as an insufficient track record. The variable "lack of financial resource" has a 
negative relationship to export performance, mainly because it represents constraints to 
international expansion, which considerably limit the activities of SMEs, and have a negative 
impact on the SMEs' ability and probabilities to sell abroad. Again, this finding agrees with 
the literature (see chapter 3).

Functional barriers: this factor is composed of the variables lack of managerial time to deal 
with exports, inadequate/untrained personal for exporting, lack of export skills, lack of new 
technology, and lack of excess production capacity. Table 7.23 shows a negative relationship 
with export performance. This result confirms some previous findings presented in the 
existing literature on export performance (Kaleka & Katsikeas, 1995; Leonidou et al., 1998; 
Cicic et al., 2002; Ibeh, 2003; Shoobridge, 2004; Leonidou, 2004; Al-Madhoun & Analoui, 
2004; Wilkinson & Brouthers, 2006; Koksal, 2006; Korez-Vide, 2007; Freeman & Reid, 

2006).
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In terms of internationalisation, the most frequently mentioned SMEs weakness is everyday 
management, which leaves managers with very little time to think about and plan major 
strategic shifts such as foreign trade. A negative managerial attitude toward exporting also 
constrains SMEs activities within international markets. In small firms, the decisions are 
commonly taken via a single decision-maker, who lacks the time to deal with activities other 
than those taking place in the home market, this circumstance is more obvious in the firms 
with managers who relate exporting with higher risks, lower profits, and greater costs 
compared to domestic business. Because smaller firms may have limited resources, 
experienced personnel may not be ready to work for them for reasons such as salary, prestige 
and other such factors, which make recruitment of staff with experience in exporting difficult. 
This implies that smaller firms are likely to lack managers with experience in export issues. 
Problems related to human resources may arise because of lack of particular knowledge and 
know-how to deal with such export business tasks. This can be attributed to insufficient 
training and improvement of company workers in export business issues. In developed 
countries, technology is an important source of competitive advance over local producers but 
in less developed countries other sources of competitive advantage, for example low costs 
could be more important. Again, this finding agrees with the literature (see chapter 3).

Marketing barriers: this factor is composed of the variables difficulties in adapting export 
product design, meeting export product quality/standards, and lack of competitive price to 
customers in foreign markets, complexity of foreign distribution channels, obtaining reliable 
foreign representation, high transportation costs, and high insurance costs. Table 7.23 shows 
a negative relationship with export performance. This result confirms some previous findings 
presented in the existing literature on export performance (Barrett & Wilkinson, 1985; 
Kaleka & Katsikeas, 1995; Chaudhry, 1996; Morgan & Katsikeas, 1997; Burgess & 
Oldenboom, 1997; Osman, 2002; Shi, 2003; Leonidou, 2004; Tesfom & Lutz, 2006; 

Arinaitwe, 2006).

Export marketing strategy is a major contributory factor to the success or failure of small 
firms. The main important barriers that firms perceive are meeting export product design, 
style, quality, packaging and labeling requirements. Also, quality is generally designated as 
one of the essential conditions for entering and remaining in foreign markets. Manufacturers 
and operations managers have to pay more serious attention to the higher value of producing
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new products instead of only concentrating on existing products. Distribution is a major 
problem area in exporting for many SMEs since they lack information about marketing 
channels. Inadequate advertising and promotion programs are also mentioned as other factors 
that constrain export activities. Furthermore, it is not easy to find reliable representation 
overseas due to the difficulty in finding foreign representatives who would meet the product 
variety, logistical arrangements, warehouse facilities, market reputation, relationships, and 
cooperation with government requirements of the exporter. Excessive transportation and 
insurance costs arise from long distances between foreign markets, and the political 
instability of the region particularly in Iraq and Palestine, which usually lead to delays in 
product delivery and increasing transportation and insurance cost. Again, this finding agrees 
with the literature (see chapter 3).

Other variables representing procedural and currency barriers (inadequate communications 
with overseas customers, complexity of export documentations requirements, foreign 
exchange restrictions, slow collection of payments from abroad, unconvertible foreign 
currencies, and currency fluctuations) do not form part of the model (See Table 7.23). Poor 
commercial infrastructure has no important impact on export performance. There is no 
significant relationship between these variables and the export performance since firms 
started to seek payment terms that provide more guarantees for the exporter, and they have 
many alternatives to deal with foreign currency exchange risks include buying forward 
currency, using spot prices on the day of receiving the order, and agreeing with the foreign 
buyer to use a currency basket that is more stable. Again, these variables are to specific and 
much linked to exports. Therefore, they have a low impact on the overall firms' export 
performance. Only the barriers related to wider firm issues proved to be significant. 
Respondents answered these questions based on their general knowledge and work 
experience, they did not relate their answers to the firm they worked for.

The model also confirms a number of hypotheses, which were tested in section 7.4 using 

bivariate analysis techniques. These are discussed below.

1. The size of the firms demonstrated a significant and positive relationship with export 
intensity in the correlation analysis. The size of the firms entered into the regression 
models. It also showed a significant positive relationship to the export performance of 
the firms. Thus, we found strong support for the hypothesis (HI). Our research
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supports the stage theory of Intel-nationalisation, growing larger firms will be able to 
commit greater resources to international activities and gradually increase their share 
of sales derived from the international markets. Larger firms could, therefore, have 
more resources available for developing firms' international activities.

2. Company experience depends on the length of time company has been involved in 
exporting was positively correlated with export intensity too. The company 
experience entered into the regression model and also showed a significant positive 
relationship to the export performance of the firms. Thus, we found strong support for 
the hypothesis (H3).

To summarise, from an examination of the model it apparent that perceived export barriers, 
firm, and managerial characteristics clearly have an effect on export performance.

7.5.3 Validation of the results

The final stage in the procedure is validation of the results. The researcher needs to test the 
hypotheses that the predicative model can represent the population as a whole rather than just 
one sample of the population. Assessing the accuracy of a model across different samples is 
known as cross-validation. If a model can be generalised, then it must be capable of 
accurately predicting the same outcome variable from the same set of predictors in a different 
group of people. There are two main methods of cross-validation (Field, 2006):

• Adjusted R2 : in SPSS, this adjusted value indicates the loss of predictive power or 
shrinkage. Whereas R2 tells us how much of the variance in Y is accounted for by the 
regression model from our sample, it indicates the proportion of the variability in the 
dependent variable, which is accounted for by the multiple regression equation. The 
adjusted value tells us how much variance in Y would be accounted for if the model 
had been derived from the population from which the sample was taken. The 
probability that the correlation has arisen by chance is measured by probability 
(Significance: Sis.) level. Correlations are statistically significant when the 
probability-value (Sig,) is less than 0.05 (5%). When the significance (Sig.) is smaller 
than 5%, than one can assume that there is a linear relationship between the predictor
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and the dependent variables and that the regression equation allows you to predict the 

dependent variable at greater than chance level.

Data splitting: the data splitting approach involves randomly splitting the data set in 
half, computing a regression equation on both halves of the data and then comparing 
the resulting models. However, researchers rarely have large enough data sets to 

perform this kind of analysis.
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Chapter Summary

The role of SMEs is becoming ever more important today. Therefore, it is important to 

understand the factors that relate to the internationalisation of SMEs. The aim of this research 

was to test a number of independent variables that were found through research of the 

literature to have a relationship with the export performance of SMEs. These variables were 

tested individually through use of a bivariate analysis to find out if there was a relationship 

with the measurement of the export performance of SMEs. The variables were also tested 

through use of a multiple regression to discover if a model could be developed by using these 
variables in a combination.

This chapter has provided a profile of the sample of 256 companies and their managers, 

which responded to the survey questionnaire. Frequency and data covers company profile, 

export activities, export barriers, export channel and export performance.

This chapter has addressed the important issue of factors influencing export performance. 

Much debate is contained within the export literature about the nature of the phenomena 

known as performance. This debate centers on how performance should be measured and 
wheatear it is a unidimensional or multidimensional construct. Export performance was 

operationalised using different measures of export performance, namely, objective measure 

of export intensity; subjective measures of export sales, market share and profitability.

This research has examined the perceived internal and external export barriers of the sample 

of 256 firms. Frequency data revealed that high transportation costs and lack of competitive 

price to customers in foreign markets were the highest ranked internal berries. The highest 

ranked external export barriers were political instability in foreign markets, strict foreign 

rules, and regulations and international competition in export market. Overall, internal 

barriers were viewed as being greater than external barriers.

The study shows that there is high similarity between the export barriers faced by 

manufacturing firms in developed and developing countries. Almost all exporting barriers 

recognised in developing countries exist in the developed world, particularly for small- and 

medium-sized companies. Although the degree of difficulty and the importance of export
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barriers differ, there is similarity among the major issues. Accordingly, it is not the type of 
barrier that differs but only the environment in which the SME is operating.

Factors analysis of the perceived export barriers variables generated five factors which were 
labeled: information/financial; functional, marketing, economic and political-legal and 
governmental, and procedural and currency barriers. This research examined the relationship 
of all these variables/factors to the export performance of SMEs through use of correlation 
analysis. Then variables were tested in a combination where multiple regression analysis was 
used to ascertain if a significant amount of the variation in the export performance of SMEs 
could be explained by these variables. Using bivariate data analysis technique it was found 
that firm size and company export experience were positively related to the export 
performance, and to the degree of exporting.

Multiple regression models were developed using the factor score of export performance as 
the dependent variable. The following variables/factors were significant:

• Economic/political-legal and governmental barriers; Information/financial barriers; 
Functional barriers; Marketing barriers which has a significant negative relationship 
with export performance.

• Firm export experience (number of years exporting) with a positive relationship with 
export performance. Our research supports the stage theory of internationalisation, 
growing larger firms will be able to commit greater resources to international 
activities and gradually increase their share of sales derived from the international 

markets.
• Numbers of employee (indicating the size of the firm) have a significant positive 

relationship with export.
• Age of respondents have a significant negative relationship with export performance.

We can conclude this chapter by mentioning that the concept groups related to the sample's 
firm and managerial characteristics and the perception of exporting barriers are very much 
linked in different ways to export performance of SMEs in Jordan, and these finding are in 

agreement with the literature review presented in chapter 2 and 3.
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The next and final chapter of this research will present the conclusions and the main 

implications of the research findings. The detailed conclusions of this analysis and overall 

literature presented in chapter 2 and 3, and the links to chapter 6 on methodology will be 

considered in this chapter as well.
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Chapter 8: Discussion and Conclusions

8.1 Introduction

The ever-increasing globalisation of the business world, along with the importance of small 
and medium-sized enterprises, drives many researchers to seek for ways how to improve the 
international performance of these firms. This study reveals various and significant issues 

regarding SMEs exporting in Jordan, particularly in the manufacturing sector. The study 
looked at the type and the reasons for SMEs' exporting barriers in Jordan, particularly the 
internal and external exporting barriers, focusing on several variables that can influence SME 
export performance. More specifically, it concentrates on how the firms and managerial 
characteristics, exporting barriers, impact on the export performance of SMEs in Jordan.

The importance of the SME contribution to the Jordanian economy, and particularly export 
earnings, is very obvious from the literature review. Growth is clearly an important element 
and exporting is one of the most important forms of such growth. Hence, the need for SMEs 
to overcome export barriers is a key factor in their existence. To this effect, the main focal 
point of this research is to investigate the exporting barriers that Jordanian's manufacturers 
face when engaging in international business, and the relationship between the perceived 

export barriers, and export performance of Jordanian SMEs.

The thesis has been divided into eight chapters, starting with essential concepts of SMEs and 
internationalisation and end up some specific findings. These chapters have systematically 
explained the importance of exporting since it is being the main mode of internationalisation 

for SMEs.

The first chapter aims to provide a preamble on the context of the research and a brief 

introduction about Jordan was also presented. The chapter also gave a general overview of 
the Jordanian economy and the role of SMEs in Jordanian economy and overall the world.

The second chapter provided a review of main areas of internationalisation literature, namely: 

the Uppsala internationalisation model, the closely related Stage models of
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internationalisation, relationship and network perspective to internationalisation, international 
new ventures (born global), economic school of foreign direct investment (FBI) theory, 
Dunning's eclectic paradigm and internalisation theory. The main features of each theory 
have been outlined and supported with empirical evidence where it is available. Criticisms of 
the Uppsala model and the Stage models have also been outlined.

The third chapter presented a broad picture of the existing literature related to export and 
exporting barriers. This chapter also explained that the overwhelming majority of studies 
examining exporting barriers facing SMEs, especially studies that classified the export 
barriers of small and medium-sized manufacturing firms have been conducted in America 
and Europe. Based on additional information gathered from discussion with practitioners in 
Jordan a modified model of Leonidou (2004) had been developed into internal, which 
correlated with organizational capabilities and resources and company approach to export 
business, and external, which related to the home and host environment within which the firm 
operates. For analytical purposes, the internal barriers were further divided into informational, 
functional, financial, and marketing barriers, while external barriers were classified as 
procedural, governmental, task and environmental barriers.

The forth chapter provided a broad picture of the existing literature related to export 
performance. These bodies of literature help to identify what factors were associated with 
export performance and should be included in the conceptual model of this study. The review 
of the export performance literature outlined in the chapter highlight the importance of the 
following variables in the literature to export performance: perceived internal and external 
barriers to exporting, managerial characteristics, and firm characteristics variables.

The fifth chapter has presented the conceptual framework for the research study. The 
framework incorporates four concepts groups. Based on the review of literature about 
internationalisation, export, exporting barriers, and export performance. Important company 
characteristics, managerial characteristics and exporting barriers (internal and external) 
variables were integrated and viewed as potentially significant factors influencing export 
performance. Each research question and hypotheses associated with it were explained in this 

chapter.
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The sixth chapter explained the methodology used in this research. The present study has 
followed the postpositivist research paradigm. The survey method was adopted for the main 

empirical study. Exploratory qualitative interviews were held with a sample of 15 companies 

prior to design and administration of the survey. Its main research method was delivery and 

collection questionnaires. The response rate to the questionnaire was 51.2 percent (289 

returned of which 256 were usable). The data obtained from the questionnaire were reduced 

using factor analysis. The research model was estimated using multiple regression analysis. 

There are 4 proposed research questions which intended to shed light on the issues that 

impact on SME exporting barriers and general business performance. They fall into the 
following areas:

• Firm characteristics.

• Managerial Characteristics.

• Internal exporting barriers.

• External exporting barriers

The seventh chapter described the basic features of the data obtained in the field research. It 
provided descriptive summaries about the sample and the different variables created for the 
purposes of this research. The aim of the chapter was to test a number of independent 

variables that were found through research of the literature to have a relationship with the 

export performance of SMEs. These variables were tested through use of a bivariate analysis 
to find out if there was a relationship with the measurement of the export performance of 

SMEs. The variables were also tested through use of a multiple regression to discover if a 

model could be developed using these variables in a combination.

The following section in this chapter provides a summary and discussion of the key findings 

of this research. The theoretical, managerial and policy implications are discussed in Section 

8.3. Contributions to the literature are discussed in section 8.4. The chapter ends with 

comments on directions for future research and recommendations (Section 8.5) and a note on 

the limitations of the study (Sections 8.6).

These findings, which are presented in more detail in the next section, are generally in 

agreement with, and support the existing literature presented in Chapters 2, 3 and 4. They
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have been the foundation for the development of the research methodology and the analysis 

of the data obtained in this research.

8.2 Summary and Discussion of the Main Findings

The aim of this research was not to test existing theory but rather to use existing theory to 

help structure and guide the empirical research offered in this thesis. However, the results do 

make a contribution to these under-researched areas through its pioneering attempt to 

investigating exporting barriers facing SMEs in Jordan and how widespread they are. The 

research findings provide an additional piece to the growing body of literature comprising the 

internationalisation processes literature; the Stages of exporting literature, the export 

constraints literature, and the export performance literature. The key findings in relation to 

the factors influencing export performance are summarised and discussed in this section.

This research specifically addresses the role and importance of exporting barriers in relation 

to the firm's degree of exporting and export performance. The main theoretical contribution is 

a detailed investigation of the connections between export barriers, firms and managerial 

characteristics and the exporting processes of the firm. The results of this investigation 

support and concur with the existing literature on this specific area of research.

While export growth and SME performance have received some attention in the literature, 

many studies focused on more simple measures of export performance, and a few studies in 

developing countries relate export barriers to these output variables, especially the relation 

between export barriers and the export performance. Following the research questions 

presented in Chapter 6, the findings of this research will be divided into four categories: 

company characteristic, firm characteristics, internal and external exporting barriers.

A summary of all findings obtained by this research is offered in Table 8.1, and it will help to 

answer the research questions presented in chapter 6. The possibilities of comparing results 

with literature view are explained below.
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The legend within Table 8.1 is explained as follows:

A: Current study's findings agree with literature. 

B: Current study's findings disagree with literature. 

C: Literature findings on specific topic are mixed. 

D: (1) findings inconclusive.

(2) Not enough responses.
(3) Deficiencies in formulation of questions.

(4) Variable not suitable.

  +: Positive relationship with dependent variable.

• -: Negative relationship with dependent variable.

• *: No relation with dependent variable.

Table 8.1: Summary of Findings

Export Performances Indicators 

(Dependent Variables) ^

Company Characteristics (Independent Variables)

Firm size

Year company established

Number of years exporting

Number of foreign markets

Managerial Characteristics (Independent Variables)

Level of education

Knowledge of foreign languages

International experience

Age

Export Barriers Factors (Independent Variables)

Economic/Political-Legal and Governmental Factor- External 

exporting barriers

Procedural/Currency factor- External exporting barriers

Informational factor- Internal exporting barriers

Functional factor- Internal exporting barriers

Marketing factor- Internal exporting barriers

Export Intensity

C/A+

C/A+

C/A+

C/A+

C/A+

C/A+

C/A+

C/A-

A-

34/D*

A-

A-

A-

Overall Subjective 

Export 

Performance

C/ A+

C/A+

34/D*

34/D*

34/D*

34/D*

34/D*

C/A-

A-

4/D*

A-

A-

A-
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Table 8.1 clearly shows that the concept groups related to the sample's firm and managerial 
characteristics and the perception of exporting barriers are very much linked in different ways 
to export performance of SMEs in Jordan, and these finding are in agreement with the 
literature review presented in chapters 2,3 and 4.

These findings will be discussed more in detail in the following sub-sections. Each sub 
section will cover one of the research questions presented in the conceptual framework 
chapter. The implications of these findings will be discussed in Sections 8.3.

8.2.1 Company Characteristics

There was a strong positive relationship between firm size and export intensity. To this effect, 
the results of the research show that the larger the firm, the greater the differential size 
advantage over smaller firms and this has a positive effect on export activity. Larger firms 
will be more likely to perceive exporting problems as less difficult to manage in comparison 
with smaller firms. This can be explained by the fact that larger firms acquire more 
managerial and financial resources in addition to production capacity, enabling them to direct 
greater efforts to exporting than smaller firms. The relationship between firm size and the 
overall subjective export performance factor was confirmed by the multiple regression 
analysis presented in Chapter 7.

As discussed in chapter 4, the relationship between firm size and export performance has 
been thoroughly examined in the export literature, with some mixed results. Chetty & 
Hamilton (1993, cited in Boodai, 2001) in their study about firm export performance found 
that out of 29 studies that addressed firm size, 17 found a positive relation, 6 found no 
relation and 6 found a negative relation. This research also confirms pervious findings in the 
field where SME performance was found to be positively related with firm's size, as 

explained by total, number of employees.

Research results lend support the stage theory of internationalisation. Growing larger firms 
will be able to commit greater resources to international activities and gradually increase their 
share of sales derived from the international markets. Larger firms could, therefore, have 
more resources obtainable for developing firms' international activities. Katsikeas et al.
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(1996) and Alvarez (2004) and Mellahi et al. (2005) offer many interpretations as to why 
larger firms have an advantage entering, staying, and performing better in international 
markets since they have better access to financial resources in capital markets, advantages 
associated with scale economies and specialisation, have greater production capacity, and 
tend to be associated with lower levels of perceived risks in international operations. Eusebio 
et al. (2007) suggest that companies of greater size can, in principle, count on better resources 
and management ability superior to those of smaller companies.

The relationship between firm size and the ability to be an exporter has attracted considerable 
research attention. There was a clear significant positive relationship between firms size with 
the exporting stage. This research finding agrees with previous research done in the field. 
The Stage theory of internationalisation assumes that small firms internationalise stepwise 
(Bilkey & Tesar, 1977). The majority of small firms face resource constraints, be it financial, 
technological or personnel. So, by growing larger, firms are able to commit greater resources 
to international activities and gradually increase their international sales. According to 
Mittelstaedt et al. (2003), larger companies can afford more easily to assign resources to 
address the nontariff barriers related with trade. Moreover, larger companies move through 
the export development process more rapidly than smaller firms.

There was a clear significant positive relationship between numbers of years in exporting and 
export intensity. This means that export experience does translate into a higher ratio of sales 
abroad. Also, there was a clear relationship between number of years in business and 
exporting and the percentage of sales abroad. Export experience (years in business/ length of 
tune company has been involved in exporting) seems to have positive effect on export 
intensity, since it helps a firm to perceive less uncertainty in their exporting activities and 
have a better understanding of foreign market mechanisms. Therefore, design and implement 
effective export marketing programs. This research results consistent with the finding of 
other researchers on export performance (Katsikeas et al., 1996; Zou & Stan, 1998). 
Majocchi et al. (2005) confirms that for manufacturing firms, experience is an important 

variable and the relationship with export performance is positive.

The psychic distance concept, which was an essential element of the Johanson and Vahlne 
(1977) study, is generally supported by our research findings. The psychic distance concept
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was defined by Johanson and Wiedersheim-Paul (1975: 308) as "Factors preventing or 

disturbing the flows of information between firm and market. Examples of such factors are 

differences in language, culture, political system, level of education, level of industrial 

development, etc". The Uppsala School argue that firms start exporting to the countries that 
are more psychologically close and then they expand to the countries that are more distant 
(Johanson & Wiedersheim-Paul, 1975). The concept of psychic distance was not measured 

directly but can be inferred by the measurement of the number of culturally different and 
geographically distant export countries in the sample of firms. Likewise, the variables 
measuring export experience, the number of export countries has positive effect on export 
intensity abroad. In addition, there is a strong relationship between the number of years in 
business and length of time company has been involved in exporting with the 
internationalisation stage of the firm. The findings in this section agree with previous 
research done in the field.

As discussed in chapter 2, in each successive exporting stage, commitments to international 
activities increase as firms learn more from the international market. The principles of 
internationalisation theory intimate that knowledge obtained through experience from 
business activities in a specific overseas market is the primary means of reducing foreign 
market uncertainty (Katsikeas & Morgan, 1994). Most researchers recognise that attitudes 
and experience lead to new stages in the perception of export costs, risks and profits 
improving the overall performance of the firm. The current research findings are in line with 
the Uppsala model, which argues that international activity will create learning and more 
knowledge on internationalisation. The Uppsala model suggests that firms will gradually 
increase their foreign market commitments as they gain knowledge and experience in the 

foreign markets (Johanson & Vahlne, 1990).

The theoretical explanation for the relationship between exporting experience and export 
performance and the exporting stages lies in the issue of uncertainty and the way firms cope 

with it (Katsikeas et al., 1996; Karadeniz & Gocer, 2007). Calof & Viviers (1995) 

demonstrate that the more progressive the company stage in export intensity, the lower its 

cost and risk of exporting and the better its advantages. It is recognised that perspectives and 

experiences are believed to lead to new stages in perception of export risk, profit, and cost. 

Firms exporting to a greater number of countries acquired more export experience and used
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various export information sources more frequently. Similarly, the frequency of exporting to 
different regions was positively correlated with the export intensity.

The relationship between company export experience and the overall subjective export 
performance factor was confirmed by the multiple regression analysis presented in Chapter 7. 
In the "overall subjective export performance" model, two independent variables of the 
company characteristics concept group showed a significant impact on the overall subjective 
export performance of the firm over the last 3 years. Both variables showed a positive 
relationship with the dependent variable, demonstrating in this way their importance in 
explaining the long-term firm's overall performance.

To summarise, the findings show that certain company characteristics have a positive 
relationship with the firm's export performance, especially those variables related to firm size 
and company export experience. Both variables, dependent and independent, are strongly 
linked, and have important implications for policy makers and business support agencies, as 
shown in section 8.3.

This sub-section has answered the first research questions, which states: In what way do 
specific firm characteristics influence the export performance and the degree of exporting 
level of the firm?

Having demonstrated linkages between various variables affecting export performance and 
the stage of exporting variable, it is clear that the ability of many firms to achieve their 
economic goals through exporting depends on learning from exporting experience that build 
organisational capacity in a progressive way as explained by the stage theory of 

internationalisation and the Uppsala School.

8.2.2 Managerial Characteristics

There was a clear significant positive relationship between management experience and 
exports. The time managers spent overseas has been considered an important factor, which 
could explains the level of export intensity, since it involves managers' exposure to foreign 
cultures, which allows in turn gathering greater experiential knowledge about international
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markets (Leonidou et al., 1998; Sonia et al., 2005). Furthermore, top management 
commitment allows a firm to aggressively chase after the export market opportunities and 
pursue effective export marketing strategies that improve export performance. Mellahi et al. 
(2005:185) offer many explanations as to why managers who travel extensively are more 
open-minded, interest in foreign affairs, and performing better in international markets since 
they are able to attract and negotiate with mangers from different cultures and they have more 
opportunities to observe the advantages that foreign partnerships and foreign countries may 
offer. In addition, there was a positive relationship between the level of education and export 
intensity. Better educated decision makers seem to be more proactive and interested in 
foreign dealings thus more willing to objectively evaluate the advantages and disadvantages 
of exporting, as well as to possess more managerial knowledge and capabilities, which could 
enhance export performance.

The possibility that managers speak a foreign language and possess professional or academic 
experience overseas increases as the firm is more concerned in exporting, the former being 
positively related with export intensity. The greater the number of foreign languages spoken, 
the higher the level of export intensity. This is because the ability to communicate in a 
foreign language enables the decision maker to converse beyond language and interpret the 
subtle nuances of communication. Therefore, cultural gaps and psychics-distance can be 
minimised with an understanding and knowledge of foreign languages. According to Mellahi 
et al. (2005:185), managers who speak several languages have a tendency to travel more to 
overseas and therefore are more able to establish social and business contacts, understand 
foreign business practices better, and are better placed to negotiate a good deal for the 
company.

Finally, there was a significant negative relationship between manager's age and export 
intensity. Manager age has been proposed as a predictor of export behaviour, on the 
assumption that younger managers are likely to be more globally minded and cosmopolitan 
than older ones. Therefore, it will be negatively related with export intensity as Sonia et al. 
(2005) asserts.

For further elaboration, the multivariate relationship between managerial characteristics and 
the overall subjective export performance factor was tested by means of multiple regression
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analysis presented in Chapter 7. In the "overall subjective export performance" model, one 

independent variable of the managerial characteristics concept group demonstrated a 

significant impact on the overall subjective export performance of the firm over the last 3 

years. Age of respondents has a significant negative relationship with export performance. 

This result confirms some previous findings presented in the existing literature on export 

performance.

Based on the analysis of survey data from 78 Nigerian-based manufacturing firms, Ibeh 

(2003) found that such demographic characteristics as decision maker's level of education do 

not appear to influence the export performance of the firms. Baldauf et al. (2000), however, 

found significant negative relationship between the decision maker age and export intensity 

and export sales "higher performance companies are younger ones", in addition, Zou & Stan 

(1998) based on a review of the export performance literature concluded that the firm's age 

appears to have either a negative effect or an insignificant effect on export performance, this 

may suggest according to them that younger firms are more likely to be successful exporters. 

Also according to Barkham et al. (1996) the older the owner-manger the slower the growth 

performance of the firm. This result indicates that there is a link between age and motivation 

to grow. Younger owner managers are more interested in growth and are more likely to 

engage in business development activities designed to foster this growth. Extensive 

empirical research confirmed that younger managers are more successful in exporting 

(Miesenbock, 1988; Shoobridge, 2004).

This sub-section has answered the second research questions (see Chapter 5, Section 4.3): In 

what way do the managerial characteristics influence the export performance of the firm?

8.2.3 Export Barriers

There was a strong negative relationship between internal and external exporting barriers 

factors with the exporting stage of the firm. It appears that, the more developed the stage of 

exporting, the better the SMEs 1 performance. This relationship is well documented in the 

literature. As seen in chapter 2, in each successive exporting stage, commitments to exporting 

activities increase as entrepreneurs learn more from the export market and hence their 

perception, attitudes and behaviours toward exporting barriers change in a positive way.

243



Most researchers recognise that attitudes and experience are believed to lead to changes in the 
perception of export costs, risks, and profits improving the overall performance of the firm. 
Calof & Viviers (1995) demonstrate that the more progressive the company stage in export 
intensity, the lower its costs and risks of exporting and the better its advantage.

It was found also that SMEs' managers perceive exporting barriers as influential to exporting. 
This finding is in line with the existing literature. A number of researchers have directed their 
attention to managers perceptions of export constraints and barriers over the past two decades 
(Leonidou, 2004; Neupert et al., 2006; Altintas et al., 2007). Previous research shows that 
exporters and non-exporters largely agree in their views of these barriers to export. Actually, 
the occurrence of these barriers can largely clarify why current exporters are not exploiting 
their full potential in the international marketplace and why non-exporters are not engaged in 
exporting at all.

There was a clear significant negative relationship between internal and external exporting 
barriers factors with export intensity. The relationship between internal and external 
exporting barriers factors and the overall subjective export performance factor was tested by 
the multiple regression analysis presented in Chapter 7. In the overall subjective export 
performance model, four of the perceived export barriers factors demonstrated a significant 
impact on the overall sales performance of the firm over the last 3 years. These are: 
economic/political-legal and governmental barriers; information/financial barriers; functional 
barriers; marketing barriers which has a significant negative relationship with export 
performance. The research reported in this study shows a significant negative relationship 
using both bivariate and multivariate analysis techniques. These results confirm previous 
findings presented in the existing literature on export performance (Walters, 1983; Kaleka & 
Katsikeas, 1995; Morgan & Katsikeas, 1997; Morgan, 1997; Crick, 1998; Cicic et al., 2002; 
Ibeh, 2003; Shoobridge, 2004; Alvarez, 2004; Tagoe et al., 2005; Wilkinson & Brouthers, 
2006; Tesfom & Lutz, 2006; Koksal, 2006; Arinaitwe, 2006; Korez-Vide, 2007).

The findings show that the vast majority of the manufacturing SMEs in Jordan that see 
certain political and economic uncertainly in foreign markers tend to have a low export 
performance. This could be interpreted, as firms that do not take marketing risks tend to have 
a low export performance. Moreover, the managerial belief of political and economic
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uncertainty in the potential target market is a result of the lack of expertise in export activities, 
which is a result of lack of information. Mellahi et al. (205) found that the major risk of 
export is when countries experience major political instability.

In addition, the assistance offered by government do not provide the specific needs for the 
small firms because often it does not take into account their stage of export development. 
According to qualitative interviews carried out during the field study, Jordanian exporting 
manufacturers attach a high degree of importance to a set of government-related barriers. 
This is indicated by the responses with respect to government assistance in conquering export 
barriers, the attractiveness of export motivations offered by the government and export 
promotion programmes supported by the government.

SMEs lack of competitiveness is due to their high relative unit cost and lack of human skills 
and knowledge, which prevent them from being competitive. Domestic markets are no longer 
the preserve of indigenous firms as the latter are under attack from overseas markets (Lioyd- 
Reason & Mughan, 2002). Ajlouni (2006) found that 80% of the SMEs had show a negative 
attitude towards the free trade agreement (FTA), because they believe that in Jordan, the cost 
of production is high and raw materials are rare, which makes many SMEs unable to have a 
fair competition. Small companies generally face unique obstacles in the arena of 
international competition owing to their limited resources and capabilities, less formal 
centralised planning, control systems, and insufficiently developed administrative procedures 
and methods. It is evidently the case that the prospects for future growth in Jordan's 
manufacturing depend on competitive exports that can face the challenges in the rapidly 
changing external environment and can succeed in penetrating new export markets and in 
increasing market shares.

SMEs that consider lack of information an important export barrier, show high probabilities 
of having a poor export performance since the quick access to new technical information on 
foreign markets can play a strong role in the export performance. The negative relationship 
between knowledge barriers and export intensity could be explained by the fact that if a firm 
has a high level of knowledge barriers then they are likely to export less due to feelings of 
uncertainty about how to engage in exports. Thus, firms that perceives a high level of 
knowledge constraints become less internationalised. This result is consistent with the
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Johanson and Vahlne model (1977) that international market development is an incremental 
process, characterised by the firm's acquisition, integration and use of knowledge about 
foreign markets and operation and on its successively increasing commitment to foreign 
markets. This model of gradual incremental steps to international business enlargement was 
established on a sequence of incremental decisions whose successive steps of increasingly 
higher commitments were based on knowledge acquisition and learning about the foreign 
market, whereas firms will gradually increase their foreign market commitments as they gain 
knowledge and experience in the foreign markets. These implications are that some firms are 
limited in the degree to which they can become internationalised because of knowledge 
barriers. Also, the greater the importance given by the responses with respect to the difficulty 
in making contacts in foreign markets might be explained by the fact that these firms lack 
adequate managerial commitment to export marketing activities as discussed in chapter 3.

The financial barriers variables has a negative relationship to export performance, mainly 
because it represents constraints to international expansion which considerably limit the 
activities of SMEs, and have a negative impact on the SMEs' ability and probabilities to sell 
abroad. Again, this finding agrees with the literature (see chapter 3). Finance is one of the 
common problems facing all SMEs in Jordan. This can be observed in the firms need for 
funds to start-up and grow. The banking sector is reluctant to lend to SMEs since they are 
unable to pledge enough collateral and sometimes their newness translates as an insufficient 
track record. Ajlouni (2006) found in his study that many banks in Jordan do prefer not to 
deal with SMEs, because it is more time consuming and difficult to manage a relationship 
with an SME due to the lack of transparency, and the end it is not so rewarding, in addition to 
the banks belief that SMEs are very risky.

Negative managerial attitudes toward exporting also constrain SMEs activities within 
international markets. In small firms, the decisions are commonly made by a single person 
(usually the owner), who lacks the time to deal with activities other than those taking place in 
the home. This circumstance is more obvious in firms with managers who relate exporting 
with higher risks, lower profits, and greater costs compared to domestic business. Problems 
related to human resources may arise because of lack of particular knowledge and know-how 
to deal with such export business tasks. This can be attributed to insufficient training of 
company workers in export business issues. In developed countries, technology is an
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important source of competitive advance over local producers but in less developed countries 
other sources of competitive advantage, for example low costs could be more important. 
According to Austin (1994), the exploitation of new manufacturing technologies by large 
firms is putting more pressures on the ability of SMEs to compete, because they enable large 
firms to compete through advantages traditionally associated with SMEs (e.g. flexibility, 
small production runs and specialised products). Aaby and Slater (1989) in their review of 
export performance studies concluded that technology intensiveness is consistently found to 
be related to propensity to export. Again, this finding agrees with the literature (see chapter 3).

Export marketing strategy is a major contributory factor to the success or failure of small 
firms. Quality of the product is generally designated as one of the essential conditions for 
entering and remaining in foreign markets. Manufacturers and operations managers have to 
pay more serious attention to the higher value of producing new products instead of only 
concentrating on existing products (Bonner & Mcguinness, 2007). According to Mellahi et al. 
(2005), production of a unique product or service with an international appeal could act, as a 
motivation for international expansion. Distribution is a major problem area in exporting for 
many SMEs since they lack information about marketing channels. Inadequate advertising 
and promotion programs are also mentioned as other factors that constrain export activities. 
Exporters often suffer due to the insufficiency of government export promotion policies 
which contain lack of gathering and provision of information on available export possibilities, 
and worthless promotion of the countries export overseas ( Tesfom & Lutz, 2006). 
Furthermore, it is not easy to find reliable representation overseas due to the difficulty in 
finding foreign representatives who would meet the product variety, logistical arrangements, 
warehouse facilities, market reputation, relationships, and cooperation with government 
requirements of the exporter.

Excessive transportation and insurance costs arise from long distances between foreign 
markets, and the political instability of the region particularly in Iraq and Palestine, which 
usually lead to delays in product delivery and increasing transportation and insurance cost. 
Mellahi et al. (2005) found that costs of land transport to the port, transfer, shipping costs, 
and insurance costs are the main risks of exporting. The lack of ability to control prices 
owing to lack of market power, and a dependency upon a relatively small customer's base 
increases the degree of uncertainty in the external environment, especially in comparison to
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MNCs (Kalantaridis, 2004). Government programmes administrators may consider the 
adoption of lower interest rates for export credits, thus reducing concerns about the high cost 
of capital by exporters. Such a measure may also ease the pressures from the lack of 
competitive prices amongst exporters. Again, this finding agrees with the literature (see 
chapter 3).

Out of the five export barrier factors, only one factor has no significant impact on the overall 
subjective export performance factor. As seen before, these are: inadequate communications 
with overseas customers, complexity of export documentations requirements, foreign 
exchange restrictions, slow collection of payments from abroad, unconvertible foreign 
currencies, and currency fluctuations. There is no significant relationship between these 
variables and the export performance since firms started to seek payment terms that provide 
more guarantees for the exporter, and they have many alternatives to deal with foreign 
currency exchange risks include buying forward currency, using spot prices on the day of 
receiving the order, and agreeing with the foreign buyer to use a currency basket that is more 
stable.

The research findings show that the export barrier variables/factors have a strong negative 
relationship with the dependent variables of this study. It seems that local SMEs agree that 
export performance is a result of the influence of internal/ external barriers to the firm, and 
these obstacles do hinder the international business activities of the samples firms.

This sub-section has answered the third and fourth research questions: Are perceived 
exporting barriers "internal and external" directly related to export performance and degree of 
exporting of the firm? and: Is there a possible difference in the perception of SMEs managers 
towards exporting barriers "internal and external" considered by way of their level of 
exporting activities that ranges from non exporter to experienced exporter?

Before concluding this section, it is worthwhile to reassert the fact that the four sub-concepts 
group presented in this thesis offer support to the internationalisation stage theory. The 

sample was categorised according to the different stages of export development proposed by 
Leonidou & Katsikeas (1996) and Leonidou (2004). The sampled firms show an incremental
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exporting path in terms of the firm size, export experience, perceived internal and external 
exporting barriers.

8.3 Implications of Findings

This study has demonstrated the important link between firm and managerial characteristics 
on one side and exporting barriers with export performance on the other side. In the previous 
section (and chapter 7), it was shown how export performance is very much linked to certain 
firm and managerial characteristics. Also the research shows the impact of managerial 
commitment and beliefs on perceived exporting barriers that are very much linked to export 
performance.

The results of the current study as shown by hypotheses 7 and 8 show that there is high 
similarity between the exporting barriers faced by manufacturing firms in developed and 
developing countries. Almost all export barriers identified in developing countries exist in the 
developed world. Although the degree of difficulty and the significance of exporting barriers 
differ, there is similarity among the major issues. Therefore, it is not the type of barrier that 
differs but only the environment in which the SME is operating. This means that 
manufacturing firms in developing countries can learn some remarkable lessons from the 
experience of the developed world in solving export barriers. In addition, the literature that 
has been produced on internal and external export barriers of firms in developed countries 
can be helpful to develop a methodological of research in developing countries.

The findings of this thesis have functional implications at the national and regional SME 
business community level. In this section, the implications of these finding will be presented 
in two sub sections: implications for policy makers and implications for general management 
practice.

8.3.1 Implications for policy maker

Based on the local literature review related to Jordan in chapter one, SMEs play an important 
role in the development and industrial upgrading of the Jordanian economy. Certain 
manufacturing industries in developed countries are dominated by SMEs and it is, therefore,
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obvious that, if less developed countries are to obtain the needed resources to develop these 
industries, the only way (at least at the firm-level) is SMEs.

The results of research imply that public policy makers and export assistance organisations in 
Jordan should play a more active role in enhancing exporting amongst local firms. There is 
clearly a need for well designed national policies inducing specific incentives to stimulate 
exporting activity, assisting measures enabling firms to cope with export barriers, and 
government-sponsored export promotion programmes.

To understand these export barriers and undertake efficient export assistance, a close 
cooperation between the government, its promotional institutions, the business community, 
and the private sector at large is essential. Consequently, administrations in Jordan need to be 
trained in the skills of their counterparts in developed countries. It is recommended that 
export firms and government relevant institutions should think about all the potential barriers 
before an export venture is undertaken.

Since there was a negative relationship between international competitions in export markets 
with export performance as found by hypothesis 9, there is an urgent need to develop the 
competitiveness of indigenous exporters, especially in view of the fact that competition in 
global markets is ever growing. One way to accomplish this is by steadily building up a 
competitive edge on capabilities, skills, and resources on which the exporter country can 
draw. Furthermore, there is a need to reduce costs, and to this end, it is recommended that 
existing production and operation methods be changed by more contemporary techniques. 
Additionally, since developing countries exporters are small by international standards, they 
should specialise in serving particular niches in foreign markets that are not under the direct 

threat of large competitors from developed countries.

From the results that have been discussed in the previous section and chapters about the 
negative relationship between exporting barriers with export performance as found by 
hypothesis 9. Public policymakers should assist companies in reducing the inhibiting 
consequence of exporting barriers, as exporting can improve trade balances and help to deal 
with the problems of poverty and unemployment. This can be attained by arranging unique 

programmes for exporters, namely: educational events, seminars, workshops, lectures aiming
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to develop exporting skills; operational, supplying firms with information about foreign 
markets, and promotional, helping firms to improve their exports using particular tools 
(export subsidies, financial assistance, and expert consultation). These programmes should 
take into account the managerial, organisational, and environmental peculiarities of small 
firms, in addition to their degree of export involvement. In conclusion, these findings will 
help policymakers in taking the correct and appropriate decisions with respect to the 
measures affecting export prices, and the preferred distribution of exports that are 
concentrated in commodities and markets for which demand is growing relatively quickly.

To assuage the negative relationship between lack of information and export performance as 
shown by hypothesis number 9, the government can play a significant role in facilitating 
information circulations on export markers and export technicalities by motivating regular 
export activity at the collective and individual firm level. Government should try to maintain 
and enhance information networks on a national basis, such as the institution of trade fairs, 
exhibitions, and trade missions, as they appear to be popular sources of export information 
and have an immediate impact on enhancing export sales.

With respect to the negative relationship between export price competitiveness with export 
performance as the result related to hypothesis 9 show, competitors export prices are outside 
the control of government and their favourable trend (to Jordan) of either increases or 
stabilisation in recent years may not continue in the future. Hence, Jordan may have to 
intervene in its own prices through reducing the relatively high structure of costs of 
productions. For years, some support was offered in this regard for the consumption of fuel. 
As this proved to be inadequate, the government introduce other measures to reduce interest 
rate and to exempt profit from income tax for certain exports. In addition, the government 
intervention should be in the provision of the infrastructure by providing water, land, and 
energy at lower rates for the manufacturing sector. In other words, lowering the cost of 

production particularly for the manufacturing sector.

Ajlouni (2006) found that small businesses in Jordan are facing competition from the larger 
enterprises and even from the micro business that are smaller than them. The government 
support should extend to reducing the cost of financing to the SMEs by lowering the interest
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rates charged to SMEs. However, this is debatable because it depends on the government 

financial situation.

8.3.2 Implications for Management Practice

Exporting activity may be very attractive from the point of view of managers and public 

policy makers. From the point of view of managers, exporting to foreign markets can be very 

rewarding and exporting activities for SMEs have become more consequential for survival. 

Through exporting activity, SMEs can generate more funds for reinvestment and growth, 

extend the life cycle of their products, diversify business risks by operating in multiple 

markets and use the foreign market to absorb their excess capacity.

To pledge continuing viability and success in the global marketplace as literature review 

show in particularly in chapter three, exporters in developing countries need to be more 

innovative when selling their goods overseas and internalise all export marketing tasks 

currently carried out by their import customers. This would steadily ease both the nature and 

intensity of export obstacles and permit indigenous firms to develop their financial, 

marketing and other business competences. This could be attained, for instance, throughout 

closer cooperation with overseas customers, creating strategic alliances with other exporters. 

As well, to assuage the negative relation between lack of managerial experience with export 

performance as shown in hypothesis 9, more visits overseas would give exporters useful 

experience in international markets and more self assurance for independent action. Better 

targeting of foreign markets could reduce troubles with deteriorating economic situation, high 

political unsteadiness.

At the small and medium-size level, there are a number of managerial implications, which 

can be drawn from this study. For instants, there is an obvious problem in 

information/communication with the export market as the result related to hypothesis nine 

shows. This should be valued by managers, in particular in light of the broadly accepted view 

that improvements in the quality and specificity of information gathered can help them in 

refining export markets.
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8.4 Contributions to the literature

Increasingly, small and medium size enterprises play an important role in the global economy 
and an understanding of the contribution of exporting to their success is important. Research 
on exporting barriers is a new area of study, not only in Jordan but also in all of the 
developing countries, whereas there is a much experience of such research in developed 
countries. This research is therefore a pioneering study in the context of developing countries.

The study contributes to existing knowledge in a number of ways. Firstly, from an empirical 
perspective, it has examined the characteristics and importance of those elements inhibiting 
exporting activity of indigenous manufacturing firms in a small, non-highly industrialised 
country. Since most studies on export barriers dealt with firms in developed countries, these 
findings can help understand whether firms in developing countries and in particular in the 
Middle East or Jordan behave in a similar manner.

This study has provided a contribution to the literature by discussing the empirical findings 
and formulation conclusions from a Jordanian perspective and therefore has laid the 
foundations for researchers to replicate the research, with respect to export and exporting 
barriers in other countries in addition to advancing particular aspects of this study in Jordan. 
Therefore, it is an initial step for future research and needs more research for validation.

The lack of readily available data on Jordan's manufactured exports by geographic 
distribution requires considerable effort to be devoted to collecting the appropriate 
information from different sources. These data will be valuable for other researchers 
undertaking future studies which require such data. Secondly, from a theoretical viewpoint, 
an attempt has been made to relate perceptions of exporting barriers to degree of export 
development. This issue is of major significance, considering the fragmented empirical 

knowledge in the export barrier literature.

An attempt was made in the empirical research to categories the sample according to different 
stages of export development. This was primarily because the sample contains both exporters 
and non-exporters and because such categorisation was considered to be useful than other 
measures of export performance. This study provides empirical support for the learning and
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innovation adoption models of internationalisation. SMEs in Jordan seem to match a 

predicted pattern of international development, going thorough the different 

internationalisation stages proposed by Leonidou and Katsikeas (1996). These findings will 

help policy makers to target the needs of SMEs more efficiently, and it will help SMEs to 

plan their growth in a more structured manner.

Based on the importance attached in the exporting literature to internal and external barriers 

as determinants of export performance, a comprehensive model of export performance has 

been proposed in this work. The model integrates key firm and managerial characteristics. 

The factor analysis of the perceived export constraints generated five factors, namely: 

information/financial barriers; functional barriers, marketing barriers; economic/political- 

legal and governmental barriers, and procedural and currency barriers. These underlying 

dimensions to the concept are an interesting finding in themselves and represent a 

contribution to the theory on export constraints.

The relational connections of these factors with export performance have been examined 

collectively and individually. This recognition of clarifying variables of firm performance in 

export markets provides helpful guidelines on the formulation and implementation of 

management export marketing plans, and national programmes for export promotion.

the classification used shares many similarities with other attempts to categorise barriers to 

exporting This, in turn, could prove useful for policy-making purposes, in that it can both 

identifies the most important problems areas for exporting firms and suggest corrective 

actions. In addition, the research results found support for Leonidou (2004) classification 

scheme of "internal" and "external" exporting barriers. These findings provide an earlier base 

for additional research. Through further analysis and comparisons with findings from other 

countries, it is expected a rich and in-depth understanding of the barriers faced by SME 

exporters and non-exporters in various countries can be developed further.

8.5 Research limitations

The evidence reported in this thesis should be interpreted in the light of several limitations. 

Notably, this study effort was limited to manufacturing companies of a certain industrial
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sector within a specific small country context, thus caution is to be exercised when 

generalising the present findings.

Not all the barriers may affect export performance were examined, and there might be other 

factors influencing the export performance. Therefore, it is beneficial for future research to 

explore other factors. Another limitation is that, the data obtained related to a very specific 

period and therefore, longitudinal studies are recommended.

This research has some methodological limitations. The quantitative study was national, but 

still essentially manufacturing oriented. Whilst these samples are indicative of SME industrial 

marketing, they are unlikely to be entirely representative.

8.6 General Recommendations

Based on this thesis analysis and results, the following recommendations may contribute to 

increasing the role of development of SMEs sector in Jordan, and enhance exporting by 

SMEs. These recommendations are as follows:

1. Establish government advice centers in all districts of Jordan to offer needed facilities 

and services to SMEs in order to enhance their role in the economic development of 

the Jordanian economy and offer training programmes on how to establish a project 

and how to maintain the continuity of that project;

2. Establish more centers that increase the awareness in SMEs in the manufacturing 

sector to be more trained about how to deal with exporting and addressing the 

shortage of people with the skills to advise SMEs on accessing international markets;

3. Establish local Upgrading programs for industry like: JUMP program;

4. Have more sources of finance available for SMEs other than banks. Develop equity 

market for SMEs in Jordan, where necessary, develop or create additional financial 

instruments, such as innovation funds, for financing the internationalisation of SMEs;

5. Establish programmes to assist SMEs to access the finance needed to fund potentially 

successful entries into new markets. Financial incentives might include low-interest 

loans, transport subsidies, and tax relief;
6. The government should activate its role through enhancing the loan guarantee scheme 

and regulations, in addition to, activating the values of SMEs;
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7. Establish strong relations between small and large firms to provide reliable 

information and how to participate in the international market;

8. The use of e-commerce as a tool for overcoming distance to markets at minimal costs, 

to present the products or services that they wish to offer to international markets;

9. Implement the comprehensive program for exemption industrial inputs from custom 

duties;

10. General support for international trade and investment concluding outstanding trade 

negotiations leading to open markets, reduced trade barriers, removing non-tariff 

barriers to international trade;

11. Promoting clear and accessible public consultation mechanisms to facilitate SME 

participation in the trade policy process;

12. Educational assistance could come from the organisation of export-specific seminars 

and conferences, the provision of counselling on export business procedures, as well 

as the running of workshops aiming to highlight the practical aspects of exporting;

13. Marketing support could take the form of advice on how to select foreign 

representatives, how to adapt the company's products to overseas customer 

requirements, and how to offer attractive export prices;

14. Encourage technology development through either technology transfer or 

technological innovations.

8.7 Recommendations for Future research

The previous sections highlighted the major implications derived from this study for 

managers and policy makers with respect to considering ways of targeting export and 

exporting barriers. It is necessary to take this issue further by discussing recommendations for 

further research as a result of the findings in this study. Related future studies that can build 

on the research findings are important and can be undertaken in a number of ways to 

overcome the limitations outlined throughout the thesis. Basically, the research believes that 

the limitation of this work is the bases for future research.

For future research in this area, the following points should be of interested and borne in 

minds, as potentially fruitful avenues of research:
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There is a need to focus on different countries and different sectors and extension of 

the model to additional areas or to other sectors would be welcome. Moreover, 

application of the model in other countries would provide a further test of its 

assumptions.

There is a need for further research to be conducted on a longitudinal basis since this 

study, as with the majority of studies, took place in a limited time frame. This is both 

expensive and time consuming insofar as the responsers of most projects ideally 

require the results as soon as possible, whereas the recommended research approach 

would be over a period of years.

Other techniques such as interviews may be implemented. Combining questionnaire 

technique with other techniques such as interviews or focus group, offer some useful 

insights.

Interestingly, the question, which may be raised at this point, is to what extent 

Jordanian exporting manufacturers can cope with the difficulties arising from the 

fierce competitive forces in the domain globalisation. It would be particularly 

worthwhile from both managerial and public policy perspectives if future research 

studies address this important question. Also, there are many points and questions that 

crossed the mind during the research investigation, which can be of interest for future 

research, such as: the effect of the WTO on the SME sector in Jordan.

There might be other factors influencing the export performance. Therefore, it is 

beneficial for future research to explore the other factors.
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Exporting Barriers and the Internationalisation of Manufacturing

Activities of SMEs in Jordan

Firm code Number D

Thank you for agreeing to answer this questionnaire. I can confirm that any information you divulge to 

us will be held on an anonymous basis and treated in strictest confidence. This questionnaire survey 

is a part of a PhD research project looking to find the main barriers facing SMEs in Jordan with 

special referring to exporting. If you think that you are unable to respond, I will be glad if you forward 

the questionnaire to one of your senior level managers, who would have full knowledge of the issues.

Section A; Personal detail

Title of respondent: ______________ Your age: ____________years

• highest educational qualification achieved: 

I_I Primary School

I_| Secondary School

Institute

Under graduated 

I_I Post graduated

If you have a University Degree, what is your major?

How long have you worked for this company? _________ years 

How long has you work involved exporting? ___________ years

Do you speak any foreign languages? |_| YES NO



• On a scale of 1 to 5, please score how important each of the following points are for your 
perception towards export

Significant decline

1

Decline

2

Remained the 
same

3

Increase

4

Significant 
increase

5

1. Export risks

2. Export costs

3. Export profits

12345

12345

12345

Section B; Background of the firm

Year Company Established Number of Employees (including yourself).

What is the legal status of your firm?

|_I Sole-trader _ Partnership |_| Private Ownership _ Public ownership

Other (specify please)

Describe the nature your business

Do you currently export overseas? Yes No

For how long has your firm been exporting?.

To how many countries is your firm currently exporting?

_years

countries

Roughly, what percent of your sales go to the following market?

• Local ————————— Percent

• I nternational——————percent



• Please tick one box only against the statement, which best describes your company. 

Our company has not exported

Our company has exported in the past but not currently engaged in exporting 

I_I Our company does export in small amounts 

I_I Our company does export in large amounts

• What is your main channel of distribution in overseas markets? (please tick one only) 

|_I Sell direct to customers using internet/direct mail

I_] Local agent inside Jordan 

1_I Agents in overseas markets 

I_I Distributors in overseas markets

Section C: Export performance

On a scale of 1 to 5, how would you describe your company's development over the last 3 

years in the following area?

Significant decline

1

Decline

2

Remained the 

same

3

Increase

4

Significant 
increase

5

1. Export sales

2. Total sales

3. Overall profit

12345

12345

12345



Section D; Export barriers (Internal barriers)

On a scale of 1 to 5, please score how relevant each of the following internal export barriers are to 
your company? (Exporter / Non- Exporter)

Not important at 
all

1

Not Important

2

Medium

3

important

4

Very Important

5

1. Insufficient information about overseas markets (e.g. customers' needs, 
Tariff in foreign markets)

2. Difficulty in making customer contacts / communication with client overseas 
due to the large geographic distance

3. Difficulties in gaining access to some data sources (e.g. paying high prices 
to obtain certain data, not available)

4. Lack of managerial time to deal with exports

5. Lack of personal trained to deal with exporting operations

6. Lack of export skills

7. Lack of financial resources to finance exports

8. High cost of capital to finance exports(e.g. collateral)

9. Lack of excess production capacity for export

10. Actual product unsuitable for overseas markets

11. Lack of new technology

12. Difficulties in meeting export packaging/labeling requirements

13. Difficulties in meeting importers' product quality /standards

14. Difficulties in adapting export product design/style due to dissimilar consumer 

Tastes

15. Difficulties in setting up adequate after-sales services

16. Lack of ability to locate reliable agent / distributor in foreign markets

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345

12345



17. Problem of gaining access to distribution channels in certain overseas markets 

(e.g. may be already occupied by the competition)

18. High transportation costs

12345

12345

19. The higher risks associated with selling goods abroad require additional insurance 12345 

coverage, which can increase the cost of the product and its price to the end user

20. Unavailability of warehousing facilities abroad

21. Lack of competitive price to customers in foreign markets

12345

12345

Section E; Export barriers (External barriers)

On a scale of 1 to 5, please score how relevant each of the following external export barriers are to 

your company? (Exporter/ Non-Exporter)

Not important at 

all

1

Important

2

Medium

3

Not important

4

Very Important

5

1. Lack of Jordanian government incentives/ assistances policies to export

2. Inadequate Government regulations and rules(Jordan)

3. Complex government bureaucracy (Jordan)

4. Foreign exchange restrictions

5. International Competition in export markets

6. Complexity of export documentations requirements { shipping arrangements, 

and financial documentations)

7. Inadequate communications with overseas customers due to poor 

communications infrastructure prevailing in many foreign countries

8. Slow collection of payments from abroad or late payments (e.g. centrals 

banks imposes strict currency restrictions)

9. Foreign markets may not be attractive to exporters due to poor or deteriorating 

economic indicators (high inflation rates, high levels of unemployment and serious

12345

12345

12345

12345

12345

12345

12345

12345

12345



foreign debts)

10. Currency fluctuations 12345

11. Unconvertible foreign currencies, making the repatriation of sales/profits from 12345 
abroad difficult

12. Political instability in foreign markets caused by (high degree of corruption, 12345 
ethnic tension, conflict with neighbours, military control)

13. Strict foreign rules and regulations (entry restrictions, price controls, special 12345 
tax rates, tariff barriers, quotas, and embargoes) which increase the export price 
of the product in the foreign markets

14. Language differences overseas 12345

15. Cultural differences overseas( Habits, Preferences) 12345



• General remarks

Please mention any comments, enquires and proposal related to the subject 

mater

If you would like to receive a summary of the results, please tick the box below, 

and give the address which you want the results to be posted.

I I I would like to receive a summary of the results.

Address:

Thank you for your cooperation with us 

Sincerely,

Khalil AI-Hyari
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Abstract

Objectives: The aim of the reported research is to investigate the internal exporting barriers
that Jordanian's manufacturers face when engaging in international business.
Prior Work: There is a wealth of research carried out examining exporting barriers facing SMEs
(Morgan, 1997; Leonidou, 1995). However, the overwhelming majority of studies especially
studies that classified the exporting barriers of small and medium sized manufacturing firms
have been conducted in America and Europe as emphasised by many researchers including
Altintas et al. (2007), Neupert et al. (2006). Hence, this research makes a valuable contribution
to fill this knowledge gap.
Approach: This study was based on an empirical investigation of the internal exporting barriers
that Jordanian manufacturers face when they carry out international business. Based on the aim
of this study, a Face-to-face questionnaire method was conducted among 500 Jordanians
manufacturing SMEs using random sampling with usable response rate of 51.2 per cent. Data
were analyzed using relevant statistical tests ranging from t test to factor analysis.
Results: All of the internal exporting barriers tested were identified as being significantly
important. The results show that exporters and non exporters largely agree in their views of the
various barriers. Moreover, it was found that SMEs' performance strongly related to the internal
exporting barriers with negative relationship considered by way of their level of export
activities.
Implications: The study was carried out on companies operating in Jordan. Hence, caution
should be taken when generalisation across cultures is considered. However, the findings of the
study provide public and company policy makers with valuable guidelines for the formulation of
suitable export marketing strategies and national export assistance programs.
Value: Given the structural differences between developed and developing countries, it is quite
normal that SMEs in developing countries face challenges that are different to those faced by its
counterparts in the developed world. Therefore, as many authors stressed (e.g. Kazem, 2006;
Leonidou, 2004), understanding the scope and importance of different barriers may be
broadened by extending such studies outside of the developed countries arena. To this effect,
this study provides an exploratory step in extending these works to developing countries.

Key Words: Jordan, SMEs, exporting barriers
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1 Introduction

Exporting is one of the most important and constantly growing economic activities. It is 
consistently exceeding the rate of growth in the world economic output for the last two decades 
(Leonidou and Katsikeas, 1996).

In general terms, the progress of a nation's exports has positive impact on the growth of the 
economy in total as well as on individual firms (Cavusgil and Nevin, 1981; Tesform and Lutz, 
2006). Exporting activities increase profitability, create new jobs, improve capacity utilization, 
and improve trade balances (Ahmad and Julian, 2006; Barker and Kaynak, 1992; Morgan, 
1997). In line with other trends of globalization, SMEs are increasingly involved in international 
business (OECD, 2006a). However, there are still many SMEs in developing countries that do 
not export or contemplating doing so, despite the fact that export does not require but a small 
amount of capital investment and has lesser financial and commercial risk as a mode of a 
foreign market entry mode compared to some form of direct investment (Jaffe and Pasternak, 
1994).

Most, if not all countries around the world recognises the importance of small and medium-sized 
enterprises (SMEs) and their increasing role in exporting activities. The importance of SMEs is 
demonstrated by their share of firms, gross domestic products, and in helping to deal with the 
problems of poverty and unemployment (Abor and Biekpe, 2007; Arinitwe, 2006; Wenngel and 
Rodriguez, 2006; Bolton, 1971). SMEs are significant contributors to the global economy 
accounting for approximately 50% of local and national GDP, 30% of export (OECD, 2006b). 
Leonidou and Katsikeas (1996) reported that SMEs contributed around 80% to total world 
export trade. Policy makers in both developed and developing countries often perceive the 
manufacturing sector as their best tool in economic development (Arinaitwe, 2006; Antonio, 
2006; Bagchi-Sen, 1999: Gumede and Rasmussen, 2002; Kazem and Van der Heijden, 2006).

In Jordan, the total share of SMEs in all employment is reported to be around 80 percent of the 
total labour force, and while the SMEs share of output represented 30 percent of the total 
output, about 80 percent of enterprises in the Jordanian economy are SMEs (AI-Mahrouq, 
2003). SMEs are considered as the engine of growth in the national economy. In Jordan, the 
industry is a main contributor to the national economy, accounting for 21.5% of Gross Domestic 
Product (GDP) in 2006, about 90% of national exports and employing 15 of the country's labour 
force (Jordan Chamber of Industry, 2007).

An overview of the broad bodies of literature addressing exporting barriers facing SMEs in 
developing countries reveals that there has been lack of extensive research on this subject 
(Tesform and Lutz, 2006; Altintas et al., 2007). The overwhelming majority of studies 
examining exporting barriers facing SMEs especially studies that classified the export barriers of 
small and medium-sized manufacturing firms have been conducted in America and Europe 
(Ibeh, 2003; Leonidou, 2004; IMeupert et al., 2006). To this effect, this research will make a 
contribution to these under-researched areas, through its pioneering attempt to exploring 
problems facing SMEs in Jordan and how widespread they are.

Given the structural differences between developed and developing countries, it is quite normal 
that SMEs in developing countries face challenges that are different to those faced by its 
counterparts in the developed world. Therefore, as many authors stressed (e.g. Kazem and Van 
der Heijden, 2006; Tesform and Lutz, 2006; Neupert et al., 2006), understanding the scope and 
importance of different barriers may be broadened by extending such studies outside of the 
developed countries arena. According to Leonidou (2004:282), "The fact that the vast majority 
of studies investigated the barriers hindering the export possibilities of small firms within a 
developed-country context imposes some limitations on the generalizability of the findings of 
this review to the total universe of small firms. Hence, to have a more complete picture on the 
subject, it is essential to redirect future research on the barriers encountered by developing 
country-based exporters".

To this effect, the primary interest of this research centres upon internal barriers that hinder the 
export market entry of SMEs in Jordan, and for those barriers that hinder domestic firms that 
are currently not involved in exporting from engaging in export activity. Consequently, two
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objectives were set. The first is to investigate possible differences in the perception of SMEs 
managers towards internal exporting barriers considered by way of their level of exporting 
activities that ranges from non exporter to experienced exporter. The second objective is to 
examine the relationship between internal exporting barriers and export performance of 
Jordanian SMEs.

The paper, first, presents a review of the literature pertaining exporting and exporting barriers. 
Thereafter, explained the methodology employed for this research. The study results are then 
analysed and interpreted in the light of theoretical evidence reported in extant literature. 
Finally, a number of conclusions drawn from this investigation were discussed, along with 
limitations of the study and avenues of future research.

2 Literature review

Exporting

Exporting which is one of the most important steps towards the internationalisation process, 
defined by many authors as the transfer of goods or services across national borders using 
indirect or direct methods (Leonidou and Katsikeas, 1996; Neupert et al., 2005). Export 
operations are vital to the firm's progress to other forms of international business, for example 
joint ownership, or licensing, also exporting is considered generally as the main common foreign 
market entry mode, particularly amongst small-to-medium-sized enterprises( Leonidou and 
Katsikeas, 1996; Neupert et al., 2006; Korez-Vide, 2007).

From an economic development perspective, many researchers highlight the positive effects of 
exports on levels of employment, foreign exchange revenues, industrial development, and 
societal prosperity and its indispensable part of the overall economic development process 
(Andersson et al, 2004; Arinaitwe, 2006; Calof and Viviers, 1995; Flectcher, 2004; Morgan and 
Katsikeas, 1997ab; Shoobridge, 2004). Ahmad and Julian (2006) explained that the general 
objective in most countries these days is who to find ways to raise exports, through 
encouraging exporting firms to export more or by instigate non-exporters to start on exporting. 
Demick and O'Reilly (2000) indicate that smaller firms currently account for over 90 of 
companies in the European Union, therefore the government assistance is geared to addressing 
the specific export support needs of SMEs.

As the world spins into the first decade of the twenty-first century, and the intention into 
international business has been highlighted the appearance of a "global market" (Karagozoglu 
and Lindell, 1998; Levitt, 1983), the "reality of global competition" and the "new era of 
globalisation" (Shi, 2003). Spectacular and rapid transformations are happening in international 
trade: increasing liberalization of trading systems; extension of regional economic merging; and 
the ability to be connected with customers and marketing partners have been growing. All of 
these caused by major advances in information, transportation, and communication 
technologies. (Chaudhry, 1996; Leonidou, 2004). However, a big number of smaller-sized 
manufacturers still do not attempt to cross national borders to sell their products and services 
in spite of these transformations in the international marketplace (Leonidou, 2004).

SMEs in Jordan are motivated for export by sales growth, market enlargement, strengthening of 
competitiveness and diminishing dependence on the home market. This importance of export 
for Jordanian firms can be explained partly from the small size of the country (the smaller the 
country, the smaller the domestic market, and the sooner firms look abroad), and partly from 
general trends, such as globalization. After all, exporting firms are at the heart of most 
countries. Hence, there is a real need for Jordanian entrepreneurs to target export markets by 
adopting a global outward-oriented vision of business development that help them face the 
challenges of globalization. In this vein, Ahmad and Julian (2006:662) argue that "in order to 
increase Lebanese exports to neighbouring countries ... the Lebanese have to understand these 
markets in a better way. We have to enhance the export culture which currently isn't part of our 
daily life."

Export performance
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To assessment the relevant export performance literature is a difficult task given its 
multidimensional and dynamic nature (Leonidou and Katsikeas 1996). The interest in firms' 
export performance started in the early 1960s and since then a considerable literature has 
accumulated on the subject. Such interest was precipitated by the low export performance of 
many countries that have the potential to be successful exporters, and the inability of macro- 
economic studies to explain the different export performance of firms within the same industry 
and same country Boukersi (1991, cited in Boodai, 2001). There were serious efforts to 
consolidate and integrate empirical export research into a consisted conceptual structure. 
However no common or widely accepted theory has yet appeared that integrated the literature 
findings and explains firms export performance (Leonidou and Katsikeas, 1996). As well, there 
is no agreement on either a definition or a measure of export performance (Boodai, 2001).

There is little agreement on a uniform definition of export performance in the literature (Kazem 
and Van der Heijden, 2006; Lages and Montgomery, 2004; Shamsuddoha and AN, 2006; 
Antonio Belso-Martinez, 2006; Ibeh, 2004; Altintas, 2007). Ross (1982, cited in Boodai, 2001) 
defines export performance as how good a firm performs in the export market compared to 
other firms. Whereas Shoham (1998, cited in Shoobridge, 2004) define export performance as 
the composite outcome of a firm's international sales. Cavusgil and Zou (1994, cited in Boodai, 
2001) define export performance as the degree to which a firm achieves it's economic and 
strategic objective and subjective measures for export performance.

The existence of different performance measures used by different researchers represents a 
major problem when comparing different empirical studies related to the internationalisation of 
firms (Shoobridge, 2004). The researchers used either objective or subjective measures for 
export performance (Kazem and Van der Heijden, 2006; Lages and Montgomery, 2004; 
Shamsuddoha and Ali, 2006; Ibeh, 2004; Sousa, 2004). Objective measures use actual data 
whereas subjective measures use managers' perceptions and evaluation of export performance 
(Zou & Stan, 1998). The most widely used performance measures are export intensity, export 
sales growth and export profitability. Some researches have used multidimensional measures, 
combining two or more export performance measures (Antonio Belso-Martinez, 2006; Altintas, 
2007). Objective measures found in the literature are export volume, export sales' growth, 
export intensity (export as percentage of total sales). However, other researchers argue that 
export performance is not an objectives Louter, Ouwerkerk & Bakker (1991, cited in Boodai, 
2001). Therefore, some researchers used subjective measures such as executives' and export 
managers' perceptions of export performance Bilkey (1985, cited in Shoobridge, 2004).

According to Boodai (2001:49) the literature in export performance has been classified in many 
different ways. "Some compared exporters with non-exporters (e.g., AI-Aali, 1989; Burton & 
Schlegelmilch, 1987; Cavusgil & Naor, 1987), others contrasted aggressive with passive 
exporters (e.g., Da Rocha, Christensen & Da Cunha, 1990) or proactive with reactive exporters 
(e.g., Cambell, 1996; Piercy, 1981 b). These studies explored the variables that differentiate the 
two groups of firms and identify the ones associated with better performance. From another 
perspective, some researchers attempted to investigate the motives and barriers to exporting 
(e.g., Karafakioglu, 1986; Leonidou, 1995; Sharkey, Lim & Kirn 1989; Shoham, Rose & Albaum, 
1995). These studies were directed to determine which variables motivate the firm to involve 
and expand its exports and to highlight the variables that hinder and discourage the firm's 
export involvement and expansion in exporting".

Drawing upon the literature, one objective and three subjective measures of performance have 
been used (Kazem and Van der Heijden, 2006; Lages and Montgomery, 2004; Shamsuddoha 
and Ali, 2006; Antonio Belso-Martinez, 2006; Ibeh, 2004; Altintas, 2007; Sousa, 2004). The 
objective measure is export intensity, while the subjective measures are growth of sales, 
growth of profitability, and growth of exports.

Exporting barriers

SMEs report a range of barriers, which they h ^rceive to be detrimental as they seek to access 
international markets (OECD, 2006ab). The research and understanding of barriers to firms' 
export entry and expansion has long been considered very important (Korez-Vide, 2007). 
Exporting barriers are treated within the literature as the restrictions that disturb the firm's
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capability to start, to develop, or to uphold business operations in overseas markets (Morgan 
and Katsikeas, 1997a). In addition, Wilkinson and Brouthers (2006) explained that 
understanding how barriers hinder the exporting process is of vital importance in the effort to 
understand issues relating to barriers, obstacles, and encouraging factors to developing 
business in how and why firms become concerned in abroad markets. Many researchers have 
investigated issues relating to barriers, obstacles, and encouraging factors to developing 
business in foreign markets (Bell, 1997; Katsikeas, 1996; Leonidou, 1995; Shoobridge, 2004; 
Wengel and Rodriguez, 2006). Management's noticed export barrier's result in low export sales, 
slow export growth, and low perceived export success, or fail to be significant predictors of 
export performance (Zou and Stan, 1998).

To aggregate barrier characteristics authors have proposed different classificatory techniques. 
For instance, numerous literatures distinguished between initiating problems and on-going 
problems, initiating problems relating to a lack of experience or knowledge and on-going issues 
relating to greater participation with foreign markets (Bilkey and Tesar, 1977; Cavusgil and 
Nevin, 1981; Czinkota and Johnson, 1983). Neupert et al. (2006) distinguished between start 
up export problems and problems associated with on-going export operations, the first one 
involved identifying overseas opportunities, export documentation, and start-up costs, while on 
going issues involved representation, servicing foreign markets, variations between consumers 
and standards, securing payment, and costs. Katsikeas and Morgan (1994) categorised the 
relevant literature into several areas, and they suggested that these barriers could be classified 
under four key areas: external, internal, informational, and operational problems. Leonidou 
(2004) classified the export barriers into internal, which correlated with organizational 
capabilities / resources and company approach to export business, and external, which related 
to the home and host environment within which the firm operates.

Export barriers can be encountered by the firm at any stage of internationalization, from pre- 
export, and other initial stages, to extensive levels of international involvement (Morgan, 1997). 
In addition, several studies have shown that Barriers to exporting can be recognized widely 
among three groups of firms (Leonidou, 2004; Leonidou and Katsikeas 1996; Keng and Jiuan, 
1989):

• Nonexporters, explicitly companies currently not exporting, who express a subjective 
view on barriers;

• Present exporters, explicitly companies currently engaged in export activities, who 
experience problems during their day-to-day participation in abroad markets;

• Ex-exporters, explicitly companies that used to export in the past but no longer do so, 
who see export barriers from their perceptual and experimental point of view.

Internal Barriers

OECD (2006a) defines internal barriers to the internationalisation of SMEs as obstacles 
associated with organisational resources/ capabilities and company approach to 
internationalisation. They are divided into informational barriers, functional barriers, marketing 
and distribution barriers, and product and price barriers. In addition, according to Tesform and 
Lutz, (2006:270) they explained that "internal export barriers are intrinsic to the firm and are 
usually associated with insufficient organisational resources for export marketing, for instance: 
problems pertaining to meeting importer quality standards and establishing the suitable design 
for the export market; problems related to the poor organisation of export departments and the 
firm's lack of competent personnel to administer exporting activities; the inability to finance 
exports; insufficient information about overseas markets; the inability to identification of 
appropriate overseas distributors and communications with overseas customers.

A key conclusion in the OECD/APEC survey suggested that member economies consider the 
main barriers facing SMEs to be internal to the firms and are not connected to barriers created 
by government policies or related to business environment (OECD, 2006ab). However, 
according to Wilkinson, and Brouthers (2006.P235) "There seems to be no general agreement 
on the relative importance of the barriers in explaining export entry or expansion behaviour of 
firms," internal exporting barriers will be examined. Furthermore, Export barriers are also 
referred to in the export literature as constraints, problems, obstacles, impediments, and 
disincentives (Leonidou, 1995; Shoobridge, 2004). Based on a modified model of Leonidou
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(2004), internal exporting barriers classified into, internal barriers that correlated with 
organizational capabilities / resources and company approach to export business. For analytical 
purposes, internal barriers can be broken up into informational, functional, financial, and 
marketing barriers.

Internal Barriers

Table 1: Classification of Export Barriers (Based on Leonidou. 2004^

Informational

Functional

Financial

Marketing

Product

Price
Distribution

Logistics

Insufficient information about overseas markets
Difficulty in gaining access to some data sources
Difficulties in making customer contacts
Lack of managerial time to deal with exports
Inadequate/untrained personal for exporting
Lack of excess production capacity for exports
Lack of new technology
Shortage of working capital to finance exports
Lack of financial resource to finance exports
Developing new products for foreign markets
Adapting export product design/style
Meeting export product guality/standards/specs
Meeting export packing/labelling reguirements
Offering technical/after sales service
Difficulty in matching competitors' prices
Complexity of foreign distribution/advertising 
channels
Accessing export distribution/advertising channels
Obtaining reliable foreign representation
High insurance cost
Unavailability of warehousing facilities abroad
High transportation costs

Informational Barriers: Information for export development is recognised as important in the 
internationalisation and export performance literature (Johanson and Vahlne, 1977; Walters, 
1983; Hart and Tzokas, 1999; Leonidou, 1995&1997; Morgan and Katsikeas 1997ab). 
Information about exporting and more specifically market information were mentioned as the 
most serious problem of manufacturing firms in developing countries (Tesfom and Lutz, 2006). 
It can be recognized widely among four points be classed as: locating/analyzing foreign 
markets, finding and identifying foreign business opportunities, availability of the international 
market data, identifying and contacting overseas customers ( Leonidou, 2004). In spite of the 
importance of the information in decreasing the high level of uncertainty encircling the 
heterogeneous, and rebellious foreign business environment (Welch and Wiedersheim- Paul 
1980; Leonidou, 2004), numerous small firms are not well-known with national and 
international sources of information, and have incomprehensible information requisite, 
specifically in regard to the verification and analysis of and entry into overseas markets (Tesfom 
and Lutz, 2006). Consequently, the progression of the companies in exporting becomes unsafe, 
because it is established upon personal experience and managerial instinct instead of persistent 
research and organized efforts (Leonidou, 2004). In addition, distinguishing customers in 
abroad markets comprise severe obstacles, Leonidou (2004) classified these obstacles into 
three points: (1) the long distance between sellers and buyers in foreign markets 'psychic 
distance' (Fletcher, 2004; Neupert et al., 2006); (2) obstacles in communication between the 
two parties (Tesfom and Lutz, 2006); (3) the limited exposure to sources listing potential 
customers. Shoobridge (2004) argued that in sequence for small firms to penetrate foreign 
markets, they must develop effective information management capabilities, through obtain the 
following information: How the local firms collect, sort out, analyse, use, store, and internally 
distribute all the export information obtained from external sources. In addition, problems 
related to the source (authentic, manipulative, and characteristic data collection methods), 
quality (inaccurate, and incomplete data), and comparability (different base years, and 
measurement units) of the information needed ( Leonidou, 2004), these led to problems in 
attainment permission to some data sources, obtaining opportune delivery of the information, 
and paying high prices to achieve these data. Palpably, these problems hamper the 
effectiveness of the international marketing research, therefore deforming the genuine picture 
of foreign markets and this lead to mistakes in the management decisions (Leonidou, 2004).
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Functional Barriers: Functional barriers classified into four barriers regarding to limitations in 
managerial time, inadequacies in export personnel, unavailable production capacity, lack of new 
technology. Numerous studies focus on these barriers (Vozikis and Mescon, 1985; Leonidou, 
2004; Morgan and Katsikeas 1997ab). Numerous literatures suggested that the behaviour 
demonstrated by managers toward exporting play an important role in whether or not firms 
become involved in exporting. As stated by this, the major reason that most firms do not export 
is because their managers are not encouraged or determined to export (Cavusgil and Nevin, 
1981; Czinkota and Johnson, 1983; Neupert et al., 2006). Time is probably the most limited 
resource available to any SME owner (OECD, 2006ab), in small firms, the decisions commonly 
taken via a single decision-maker, who lacks the time to deal with activities other than those 
taking place in the home market, this circumstance is more obvious in the firms with managers 
who relate exporting with higher risks, lower profits, and greater costs compared to domestic 
business ( Leonidou, 2004; Leonidou, Katsikeas, and Piercy 1998; Wilkinson, T. and Brouthers, 
L.E., 2006; Ibeh, 2004). Moreover, many small firms complain that they do not have adequate 
workers to grasp the excess work demanded by export operations (Leonidou, 2004: Cassell et 
al., 2002). Problems related to Human resource may arise because of lack of particular 
knowledge and know-how to deal with such export business tasks (Shoobridge, 2004), by a 
long way, this can be credited to the insufficient training and improvement of company workers 
in export business issues (AI-Madhoun and Analoui, 2004; Naidu and Prasad, 1994; Bloodgood 
et al., 1996). In addition, the extinction of utilized production capacity prevents many firms to 
start on exporting or to enlarging export business, this explains why many small firms sights 
exporting as a slight business activity, take on if there is availability of production resources 
(Leonidou, Katsikeas, and Piercy 1998; Leonidou, 2004). Moreover, in developed countries, 
technology is an important source of competitive advance over local producers, but in less 
developed countries, other sources of competitive advantage for example; low cost could be 
more important (Cooper and Kleinschmidt, 1985; Cavusgil, 1984).

Financial Barriers: SMEs still perceive access to finance to be their most important constraint on 
meeting their business objectives to start-up and grow (Abor and Biekpe, 2007; Tesfom and 
Lutz, 2006). Commercial banks, which are the main source of finance, are unwilling to provide 
loans to small firms and have never really liked small business customers (Tagoe et al., 2005), 
since these firms are often unable to pledge enough collateral. Larger firms are seen as less 
riskier than the SMEs, and this is due to the high level of uncertainty surrounding the SMEs, and 
due to their higher rates of failure, providing loans is an activity in which implies that the cost 
per dollar lent is high for small loans, this activity entails important fixed costs associated with 
loan appraisal, supervision, administration, and collection. As a result, banks would have to 
charge higher interest rates on such loans to generate the required returns (De Gobbi, 2003). 
In addition, Credit unworthiness and transaction costs are reported as major factors that reduce 
access to credit in SMEs (Tesfom and Lutz, 2006; Collier and Gunning, 1999). According to 
(OECD , 2006a) it appears that SMEs who consider shortage of working capital to finance to be 
a series barrier , also have difficulties with granting credit facilities to foreign customers, and 
slow collection of payments from abroad.

Marketing barriers: Marketing is a major contributory factor in the success /failure of small 
firms (Chaudhry, 1996). The majority of exporting SMEs faced main problems relating to the 
marketing mix in the international field, problems in matching competitors' prices, promoting 
products, and Setting up distribution networks overseas (Keng and Jiuan, 1989; Burpitt and 
Rondinelli, 2000). Leonidou (2004) suggested that marketing barriers link fundamentally with 
the company's product, pricing, logistics, distribution, and promotional activities abroad.

Product: Small firms are in a lesser position concerning developing pioneering products for the 
international market, owing to lack of research and development capabilities, lack of managerial 
skill, and limited financial resources (Leonidou, 2004: Bell and Demick, 1996; Bagchi-Sen, 
1999; Buckley, 1989). Quality of the product is often indicated as one of the most important 
conditions for entering and remaining in foreign markets (Tesfom and Lutz, 2006), quality 
standards for certain categories of goods, which have been forced from many foreign 
governments by using particular legislation, or regulations aiming to protect the health and 
safety of the host country's population, thus making product adaptations necessary. Despite 
maybe of problems of these requirements, which make up for the small firm, the smart 
manager ought to take advantage of them to improve quality in the organization and to create
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a competitive advantage (Leonidou, 2004). A product, which sells well in a developing country, 
may not sell at all in a developed country (Lall, 1991). Numerous studies founded that the 
design and quality of products, product uniqueness, pricing, and meeting export packaging, and 
technology intensiveness to be related to propensity to export and linked to export performance 
(Cooper and Kleinschmidt, 1985; Cavusgil, 1984: Lages and Montgomery, 2004).

Price: Difficulty in matching competitors' prices in international markets was a barrier for most 
exporters (Tesfom and Lutz, 2006; Kaleka and Katsikeas, 1995; Burgess and Oldenboom, 
1997). According to Leonidou (2004), this problem can be related to a number of factors: (1) 
existence of unfavourable foreign exchange rates ;( 2) diversities between countries in the cost 
structure of production, distribution, and logistics ;( 3) in the implementation of dumping 
practices by competitors, and provide financial assistance to the local industry by government. 
According to Keng and Jiuan (1989), the majority of exporting SMEs faced main problems 
relating to the marketing mix in the international field, problems in matching competitors' 
prices, conceding credit facilities to customers in foreign markets.

Distribution & promotion: One of the greatest challenges for exporting SMEs is the 
identification, qualification, and management of overseas agents and distributors (Wilkinson, T. 
and Brouthers, L.E., 2006: OECD, 2006ab). The distribution and advertising method is different 
not only between the home and host countries but also among foreign markets. Clearly, these 
differences make severe problems for the small exporting firm, which has to change its 
distribution and advertising methods under the idiosyncrasies of each foreign market (Leonidou, 
2004; Shoobridge 2004; Keng and Jiuan, 1989). Also, the ability of SMEs to access appropriate 
distributor channels can be hampered by competitors that already control distribution, or due to 
high cost of managing these length channels (Cadogan and Siguaw, 2002; Leonidou and 
Katsikeas, 1996). Also it is not easy to find reliable representation overseas, and regarded one 
of the major challenges facing exporters, due to the difficulty to find foreign representatives 
who would meet the (product variety, logistical arrangements, warehouse facilities, market 
reputation, relationships and cooperative with government) requirements of the 
exporter(Wilkinson and Brouthers 2000; Leonidou, 2004).

Logistic: Excessively, transportation and insurance costs comes from the long distances 
between foreign markets, which lead usually to delaying product delivery and increasing 
transportation and insurance costs. Managing these cost are often a problem, although the 
intensity of this problem will differ according to the market to which the SME wants to have 
access (OECD, 2006a). According to Leonidou (2004), these circumstances are more vital in 
countries characterised with large distances, poor infrastructural facilities, and limited 
availability of transportation means, this higher the risks connected with selling goods overseas 
and need extra insurance coverage. Thus, lead to raise the cost of the product and its price to 
the end user. Moreover, this can damage the competitiveness of small firms in international 
markets (Voerman, 2003). In addition, selling goods through borders leads many difficulties 
with resupplying the overseas market adequately due to unavailability of warehousing facilities 
abroad (Leonidou, 2004; Voerman, 2003).

3 Research context

To get the whole picture on the position of Jordan regarding the SMEs internationalisation, it is 
necessary to consider some key characteristics of a country's context. Jordan is a small 
developing country located in the Middle East, and its land area is 89.3 thousand km. The 
population is around 5 million, and the size of the labour force in Jordan was 1.25 million in 
1999 (Jardaneh, 2000). The Jordanian economy consists of five sectors: agriculture, 
constructions, industry, retail, and service sector. Two-third of GDP comes from the service 
sector; the next important sector is the industrial sector. Moreover, Jordan's industrial sector is 
composed mainly of "mining, quarrying, and manufacturing". The mining and quarrying mainly 
include potash and phosphate, and accounted for 3.2 of GDP in 2006, while manufacturing 
contributed 18.3 of Jordanian GDP in 2006. In addition, Jordan has a market oriented economy 
with both government and private sector playinn an important role. In addition, the economy is 
handicapped by a sharp shortage of natural recourses. The main sources are phosphate, 
potash, and cement, and that explains why Jordan has been suffering from a continual deficit in 
its trade balance (AL-Mahrouq, 2003; Sadeq, 1997; AI-Homsi, 2001).
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Jordan is not as industrialised as the United States or the United Kingdom. However, it is 
attempting to become industrialised and is attempting to encourage small to medium-sized 
manufacturers to sell in a foreign country as a way to increase employment, expands tax bases, 
and consistent capital formation. Moreover, Jordan witnessed accelerated economic reforms 
during dynamic privatization schemes, rapid integration into the world economy as evidenced 
by Jordan's accession to the WTO, the signing of the free trade area agreement with the United 
States, the partnership agreement with the European Union, and the free trade area with the 
Arab States, all of these have had a tremendous impact on Jordan's economic growth. Jordan 
also capitalized on its strategic geographic location, its educated work force, and its free 
enterprise economy to become a regional transit point for exports and imports between Middle 
East and the Western Europe, since of these factors, it also became an attraction for foreign 
direct investment (AL-Mahrouq, 2003; Chitale, 1988 ).

4 Aim and hypotheses

The main focal point of this study is to investigate the internal exporting barriers that 
Jordanian's manufacturers face when engaging in international business, and the relationship 
between export barriers and the perceived export performance of Jordanian SMEs. The 
importance of the SME contribution to the Jordanian economy, and particularly export earnings, 
is therefore clear. Since growth is clearly an important element and exporting is one of the most 
important forms of such growth (Altintas et al, 2007). Hence, the needs for SMEs to overcome 
export barriers are a key factor in their existence. These considerations and an examination of 
the literature have led to the following major research objectives for the study with a sample of 
SMEs in Jordan:

First: To investigate possible differences in the perception of SMEs managers towards internal 
exporting barriers considered by way of their level of exporting activities that ranges from non 
exporter to experienced exporter.
Second: To examine the relationship between internal exporting barriers and export 
performance of Jordanian SMEs.

Based on the above, the following hypotheses will be tested:
Hypothesis 1: Jordanians SMEs' managers perceive internal barriers as influential to exporting.
Hypothesis 2: Jordanian SMEs' exporters and non-exporters perception of internal barriers to
export is similar.
Hypothesis 3: Jordanian SMEs' exporters and non-exporters performance is related to the
internal exporting barriers considered by way of their level of export activities.

5 Methodology

This study is based on an empirical investigation of the internal barriers to export Jordanian 
firms' face when doing international business. A questionnaire based survey was conducted 
were 500 questionnaires were distributed to Jordanians manufacturing SMEs using random 
sampling. The sample was drawn from the population of Jordanian industries firms that were 
determined by ministry of industry and trade in Jordan as small and medium in organizational 
size (employing 249 personnel or fewer). This was based on the sampling frame provided by 
the Jordanian ministry of industry, chamber of commerce, and general statistic department. The 
sample covers a wide cross section of industries including, food, clothing and textiles, paints, 
plastics, paper, metallic, furniture, electronics, pharmaceuticals, printing, health, and personal 
care products, specialty chemicals and detergent products.

The questionnaire was developed based on the modified model of Leonidou (2004) that 
classified exporting barriers into external and internal, we focused our study on the internal 
barriers, which correlated with organizational capabilities/ resources and company approach to 
export business. For analytical purposes, internal barriers can be broken up into informational, 
functional, financial, and marketing. The questionnaire was piloted with a small group of 
respondents (exporters and non-exporters) and some academic in relevant disciplines to test 
face validity for the designed questions. All items measuring barriers to export were measured 
on a five-point Likert scale ranging from 1 (not important at all) to 5 (of great importance). The
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instrument contained items identified by the literature as barriers to exporting such as inability 
to contact overseas customers, shortage of working capital to finance exports, meeting export 
product quality/standards/specs, difficulty in matching competitors' prices, obtaining reliable 
foreign representation, and excessive transportation/insurance costs (Tesfom and Lutz, 2006; 
Leonidou, 2004; Neupert et al., 2006; Ahmad and Julian, 2006). All items measuring the 
performance variables were measured on a five-point Likeft scale ranging from 1 (Significant 
decline) to 5 (Significant increase). After the pilot test, the questionnaires were sent to the 
sample of relevant respondents drawn randomly from relevant information database.

Data were gathered during summer 2007 with the extensive support of both the Jordan 
enterprise development corporation and with Jordan upgrading and modernisation programme 
(JUMP). Initially a survey was conducted an appropriate references were used to convince the 
respondents of the survey, to fill the questionnaires, the references played a very pivotal role in 
getting positive response from the respondents, otherwise responses and their rate might have 
been conservative and poor. Data collected were coded and entered into the computer using 
SPSS 15. To make sure the questions are fully understood by respondents, the original English 
version of the questionnaire was translated into Arabic and then checked by an official 
translation bureau in Jordan.

6 Data analysis

Characteristics of the sample are summarized in Table 2. According to the data, a total of 289 
questioners were returned from 500 questionnaires, 256 of which were useable. This translates 
into an overall response rate of 57.8 per cent, and usable response rate of 51.2 per cent. As far 
as export activity was concerned, of the 256 firms that responded 190 were current exporters 
and 66 were non-exporters, approximately 74.2 percent of firms were engaged in export with 
74.4 percent of these firms being involved in international business for the past 10 years. 
However, only 26.8 percent of these companies export to more than four countries. 71 of the 
exporting firms exported around 30 of their total sales.

Table 2. Profile of the sample firms
Profile of the companies
Year Company Established 
1-10 years 
11-20 years 
More than 21 year

Number of employees 
1-9 
10-49 
50-249

Export experience 
Not exporting 
1-3 countries 
4-6 countries 
7-9 countries 
More than 10 countries

Describe the company statement 
Our company has not exported 
Our company has exported in the past but not currently engaged in exporting 
Our company does export in small amounts 
Our company does export in large amounts

Title of respondent 
Top management 
Middle management 
low managempnr
Respondents' age 
(20-30)years 
(31-40)years 
(41-50)years 
(51-60)years 

J>60) years

No.

109 
126 
21

57 
127 
75

66 
139 
46 
4 
1

22 
44 
126 
64

160 
82 
14

32 
68 
79 
52 
25

Percent

42.6 
49.2 
8.2

22.3 
48.4 
29.3

25.8 
54.3 
18.0 
1.6 
0.4

8.6 
17.2 
49.2 
25.0

62.5 
32.0 
5,5

12,5 
26,6 
30,9 
20,3 
9,8
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Preliminary Analysis

Checking possible non-response bias is an important item in any research agenda. Based on an 
extrapolation procedure advanced by Armstrong and Overton (1997), groups of early and late 
respondents were compared as it was suggested that the late respondents, especially after 
follow-up, might be relatively similar to non-respondents. The conducted analysis did not show 
any significant difference between early and late respondents, and hence the sample can be 
considered sufficient for relevant data analysis.

Cronbach's Alpha was used to test the reliability of the measurement scales. The results of the 
analysis revealed a Cronbach's alpha of 0.85 for the multi-item barriers scale indicating 
satisfactory internal reliability.

Multiple regression analysis was used to summarise all the research data as well as to study the 
relations among the variables presented in this research. In multiple regression analysis one 
investigates which variables add to one's ability to predict the dependent variable, and the 
weighting they should have (Harlow, 2005; Vittinghoff et al., 2004). The objective of multiple 
regression analysis is to use the independent variables whose values are known to predict the 
single dependent value selected by the researcher (Harlow, 2005). The present research 
intends to determine which are the variables that have the highest explanation power over the 
chosen dependent variables.

Having evaluated all the regression methods: Enter, Stepwise, Forward, Backward and Remove, 
we decided to work with the Stepwise and Backward methods. The Stepwise method is a 
combination of forward (enters variables one at a time depending on whether they meet 
statistical criteria) and backward (enters all the variables and then removes them one at a time 
depending on the removal criterion) procedures, examines each variable for entry or removal, it 
is the most frequently used method. It combines the advantages of the other methods (Harlow, 
2005; Vittinghoff et al., 2004).

Exploratory factor analysis was used to reduce the number of variables measuring 
'performance' and 'internal barriers' into a meaningful and smaller number of subsets or factor 
groups. In carrying out exploratory factor analysis, it is recommended to perform a principal 
components analysis for factor extraction, since the objective is to summarise most of the 
original information (variance) in a minimum number of factors for prediction purposes. In 
addition, we used the varimax rotation method in the study to make the factor structure more 
interpretable, since it reduces the number of complex variables and enhances interpretation 
(Thompson, 2004; Jolliffe, 2002; Harlow, 2005).

Drawing upon the literature, one objective and three subjective measures of performance have 
been used (Kazem and Van der Heijden, 2006; Lages and Montgomery, 2004; Shamsuddoha 
and Ali, 2006; Antonio Belso-Martinez, 2006; Ibeh, 2004; Altintas, 2007; Sousa, 2004). The 
objective measure is export intensity, while the subjective measures are growth of sales, 
growth of profitability, and growth of exports. The subjective measures were factor analysed 
generating one factor as illustrated in table 3 a &b.

Table 3.a: Factor analysis for the performance variables
Component matrix
OVEPROF Overall profit over the last 3 years
OTS Overall sales over the last 3 years
SIGEXPOR Export sales over the last 3 years

Coefficient
.977
.971
.959

Table 3.b: Total Variance Explained
Component

1
2
3

Initial Eigenvalues
Total

2.815
.122
.063

% of Variance

93.842
4.066
2.092

Cumulative%

93.842
97.908
100.000

Extraction Sums of Squared Loadings
Total

2.815

% of Variance

93.842

Cumulative 
%

93.842

Extraction Method: Principal Component Analysis.
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From the 21 variables measuring internal exporting barriers, four variables were discarded. 
'Meeting export packing' and 'Unavailability of warehousing facilities abroad' did not correlate 
with performance variables, while 'Developing new products for foreign markets' and 'Offering 
technical/after sales service' had low factor extraction (< 0.50).

Table 4: Rotated Component Matrix for internal exporting barriers
Factor groups Mean Ranking 1 2 3

Informational barrier
Insufficient information about 
overseas markets
Difficulty in making customer 
contact
Difficulties in gaining access to 
data sources

3.65

3.46

3.33

5

9

13

.655

.775

.709

Functional barriers
Lack of managerial time to deal 
with exports
Inadequate/untrained personal 
for exporting
Lack of export skills
Lack of new technology
Lack of excess production 
capacity

3.43

3.43

3.36
3.47
3.42

10

10

12
8
11

.557

.790

.675

.716

.569

Financial barriers
High cost of capital to finance 
export
Lack of financial resource to 
finance exports

3.69

3.65

4

5

.738

.757

Marketing barriers
Difficulties in adapting export 
product design

Meeting export product 
quality/standards
Lack of competitive price to 
customers in foreign markets
Complexity of foreign 
distribution channels
Obtaining reliable foreign 
representation
High transportation costs
High insurance costs

3.57

3.55

3.89

3.77

3.85

3.89
3.57

6

7

1

3

2

1
6

Explained variations 
Cumulative variations

27.35 
6 

27.35 
6

.628

.677

.505

.682

.694

.657

.571
19.70 

9 
47.06 

5

19.06 
6 

66.13 
1

The results of the varimax rotation principal component analysis are given above in Table. 4. 
According to analysis results, the internal exporting barriers are grouped under four headings: 
They are the barriers relating to the lack of foreign market information and lack of financial 
resource to finance exports; marketing barriers; functional barriers. Factor analysis explains 
66.13 percent of the total changes in variations.

According to the mean value of the importance distribution of Jordanian decision-makers 
towards exporting barriers considered by way of their level of export activities (Table 4), high 
transportation cost and the uncompetitive price to customers in forging markets are the most 
important problem. The second most important problem is the lack of ability to locate a reliable 
agent. The third is the complexity of foreign distribution /advertising channels, followed by high 
cost of capital to finance export operations and insufficient information about overseas markets.
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The study shows that there is high similarity between the export problems faced by 
manufacturing firms in developed and developing countries. Almost all export problems 
identified in developing countries exist in the developed world, especially for small- and medium-sized companies.

Test of Hypotheses

To test hypothesis 1: Jordanians SMEs' managers perceive the internal barriers as influential to 
exporting. A one-sample t-test was conducted using 99 percent confidence interval to test this 
hypothesis (HO: u < 3), which corresponds to the medium point in the scale that ranges from 1 
to 5. Table 5 shows a p-value of 0.00 for all factor groups. This means that the mean of the 
ratings attributed by our sample respondents to these barriers is significantly higher than the 
scale mean (3), we accept hypothesis one since the Jordanian managers perceive these barriers 
as significantly important barriers to export.

Table 5: Managers' attitudes toward different barriers to ex
Barriers to exporting

Insufficient information about overseas markets
Difficulty in making customer contact
Difficulties in gaining access to data sources
Lack of managerial time to deal with exports
Inadequate/untrained personal for exporting
Lack of export skills
Lack of new technology
Lack of excess production capacity
High cost of capital to finance export
Lack of financial resource to finance exports
Difficulties in adapting export product design
Meeting export product quality/standards
Lack of competitive price to customers in foreign markets
Complexity of foreign distribution channels
Obtaining reliable foreign representation
High transportation costs
High insurance costs

Mean

3.65
3.46
3.33
3.43
3.43
3.36
3.47
3.42
3.69
3.65
3.57
3.55
3.89
3.77
3.85
3.89
3.57

DOrting (a =0.01)
t-value

7.348
5.877
4.176
6.747
7.105
5.773
8.043
6.671
8.513
8.024
9.620
7.850
10.820
9.121
11.124
10.035
6.927

P-value

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

.000

To test hypothesis 2: Jordanian SMEs' exporters and non-exporters perception of internal 
barriers to export is similar. In other words, does the share of exports over total sales affect the 
attitudes towards the importance of the different barriers to export? To answer this question, 
seventeen-way ANOVA tests were conducted to analyse the effect of share of exports over total 
sales (independent variable) on the seventeen internal barriers to export (dependent variables). 
The objective being to determine whether the attitudes towards these 17 barriers to export 
differ according to the share of exports over total sales. The results are reported in Table 5. 
From Table 6, it is evident that the p-value is greater than a (0.05) in 1 of the 17 items "High 
insurance cost". So we reject hypothesis 2, but it can be concluded that exporters and non- 
exporters largely agree in their views of these barriers to export.

Table 6: Effect of "share of exports over total sales" on attitudes towards exporting barriers
Exporting barriers

Insufficient information about overseas markets
Difficulty in making customer contact
Difficulties in gaining access to data sources
Lack of managerial time to deal with exports
Inadequate/untrained personal for exporting^
Lack of export skills
Lack of new technology
Lack of excess production capacity
High cost of capital to finance export
Lack of financial resource to finance exports
Difficulties in adapting export product design
Meeting export product quality/standards

F- value

3.418
6.310
5.770
5.167
3.606
6.922
3.986
6.373
3.457
4.648
5.217
8.287

P-value

.005

.000

.000

.000

.004

.000

.002

.000

.005

.000

.000

.000
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Lack of competitive price to customers in foreign markets
Complexity of foreign distribution channels
Obtaining reliable foreign representation
High transportation costs
High insurance costs

2.931
3.845
4.853
2.303
2.177

.014

.002

.000

.045

.057

To test hypothesis 3: Jordanian SMEs' performance is related to the internal exporting barriers 
considered by way of their level of export activities. Multiple regression analysis was used to 
ascertain if a significant amount of the variation in the export performance of small firms could 
be explained by these variables. Having evaluated all the regression methods: Enter, Stepwise, 
Forward, Backward and Remove, we decided to work with the Stepwise (Shoobridge, 2004). 
Table. 7.a,b shows the results of the regression analysis. In addition, table reports the adjusted 
R Square for the full model. Beta coefficients for the full model are also presented in the table.

Table. 7. a: Multiple reqression analysis results
Model

3

(Constant)

REGR factor 
score 1 for 
analysis 2

REGR factor 
score 2 for 
analysis 2

REGR factor 
score 3 for 
analysis 2

Unstandardized 
Coefficients
B

-.058

-.640

-.467

-.276

Std. 
Error

.037

.037

.036

036

Standardized 
Coefficients

Beta

-.651

-.478

-.272

t

-1.554

-17.436

-12.817

-7.268

Sig.

.122

.000

.000

.000

Collinearity Statistics

Tolerance

.996

.997

.995

VIF

1.004

1.003

1.005
a Dependent Variable: REGR factor score 1 for analysis 1

Table.7.b: Model Summary
Model

1
2
3

R

.624(a)

.779(b)

.825(0

R Square

.390

.607

.681

Adjusted R 
Square

.387

.604

.676

Std. Error of 
the Estimate

.783

.629

.569

Durbin-Watson

1.580
a Predictors: (Constant), REGR factor score 1 for analysis 2
b Predictors: (Constant), REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2
c Predictors: (Constant), REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2, REGR 
factor score 3 for analysis 2

From the equation presented in Table 7, the three factors that summarised the internal 
exporting barriers come out to be strongly linked to export performance, and all of them are 
negatively related to the export performance of the firm. Hence, we accept hypothesis 3 above.

7 Conclusions & Recommendations

This study is concerned with an empirical investigation about the internal exporting barriers that 
Jordanian manager's face when engaging or want to engage in international business. The data 
gathered was based on a survey of 500 Jordanian manufacturing firms. Statistical analysis was 
carried out using regression analysis, t-test, one-way ANOVA. Statistical analysis of the 
gathered data has revealed several useful insights. First, all of the internal exporting barriers 
tested in this study were identified as being significantly relevant to Jordanian managers when 
deciding to export or not to export. Secondly, from the findings presented in this study it was 
concluded that exporters and non-exporters largely agree in their views of the various barriers 
to exporting that were tested. Finally, the internal exporting barriers come out to be strongly 
linked to export performance, and all of them are negatively related to the export performance 
of the firm.
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The study shows that there is high similarity between the export problems faced by 
manufacturing firms in developed and developing countries. Almost all export problems 
identified in developing countries exist in the developed world, especially for small- and 
medium-sized companies. Although the degree of difficulty and the importance of export 
problems vary, there is similarity among the major issues. Thus, it is not the type of barrier that 
differs but only the environment in which the SME is operating. This implies that manufacturing 
firms in developing countries can learn some interesting lessons from the experience of the 
developed world in solving export problems. Furthermore, the vast literature that has been 
produced on internal and external export problems of firms in developed countries can be useful 
to develop a methodological of research in developing countries. In addition, this study provides 
an exploratory step in extending the work of Leonidou, (2004) to other countries. In particular, 
to developing countries.

Governments and policy makers can play an important role in helping SME internationalise 
because of the positive overall effects for economic growth. In order to open up greater 
opportunities for international trade and investment, they should consider the following actions:

• Addressing the shortage of people with the skills to advise SMEs on accessing 
international markets.

• The development of better data and statistical information both on international markets 
and on the population of SMEs that regularly access international markets.

• Encouraging all forms of appropriate co-operation and networking amongst SMEs, or 
between SMEs and larger firms, so that the experience of firms already engaging with 
foreign markets can be shared by SMEs seeking to access to those markets.

• The use of e-commerce as a tool for overcoming distance to markets, for reducing the 
cost of compliance with government regulations, and for encouraging the uptake of 
efficient business practices.

• Providing programmes to assist SMEs to access the finance needed to fund potentially 
successful entries into new markets and, where necessary, develop or create additional 
financial instruments, such as innovation funds, for financing the internationalisation of 
SMEs.

Future research should investigate export barriers in other sectors as well as validate these 
results cross-culturally by conducting similar studies in other countries. Furthermore, further 
research might also consider macro-economic-oriented barriers and their impact on the 
Jordanian entrepreneurs when deciding to export or not to export and their impact on 
performance.
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This study concentrates on the issue of export performance and its determinants among indigenous 
firms in Jordan. Specifically, export marketing activities are of vital importance to the survival and 
growth of Jordanian companies. This is ascribed to the relatively small local market size and to the 
country's gradual shift from heavy reliance on import substitution strategies in the last two decades 
to contemporary export orientation. Also, there is now a need for an urgent action plan to correct 
the situation "Deficit in trade balance " in Jordan economy. The action plan needs to include what 
causes or prevents Jordanian firms from exporting. Although the literature has recorded some 
discussions on internationalisation of firms in developed countries, there is a paucity of 
internationalisation efforts from manufacturing firms in developing countries. By investigating the 
exporting barriers that Jordanian 's manufacturers face when engaging in international business, 
this study can enrich the body of knowledge on internationalisation of manufacturing firms in 
developing countries. It offers guidance for future research in afield of research that is still in its 
infancy.

1.1 Introduction

In general terms, the progress of a nation's exports has positive impact on the growth of the economy in total as well as 
on individual firms (Cavusgil & Nevin, 1981; Tesfom & Lutz, 2006). Exporting activities increase profitability, improve 
trade balances, and help to deal with the problems of poverty and unemployment (Koksal, 2008; Karadeniz & Gocer, 
2007). Small firms are becoming increasingly international, and they have been reported to contribute between 25 and 35 
percent of world exports in manufacturing (Andersson & Floren, 2008). However, there are still many SMEs in 
developing countries that do not export or contemplate doing so, despite the fact that export does not require but a small 
amount of capital investment and has lesser financial and commercial risk as a mode of a foreign market entry mode 
compared to some form of direct investment (Lages & Montgomery, 2004; Agndal & Chetty, 2007).

While an extensive body of literature exists regarding the export practices of firms, arguably, much of the literature has 
concentrated on the activities of large multinational enterprises, and there is a need to further develop the knowledge of 
internationalisation in small firms (Ahmad & Julian, 2006; Rundh, 2007; Zeng et al., 2008). In addition, an overview of 
the broad bodies of literature addressing exporting barriers facing SMEs in developing countries reveals that there has 
been lack of extensive research on this subject (Leonidou, 2004; Altintas et al., 2007). The overwhelming majority of 
studies examining exporting barriers facing SMEs, especially studies that classified the export barriers of small and 
medium-sized manufacturing firms have been conducted in America and Europe (Ibeh, 2003; Neupert et al., 2006). In 
addition, the methodological limitation in much of the internationalisation school's research deserves attention. Past 
research samples have been made up of exporters who have been asked to reconstruct behaviour that may have taken 
place years ago. Moreover, most of these studies did not survey non-exporters. This study is an attempt to correct this 
limitation by surveying non-exporting as well as previously exporting firms. This observation provides scope for an 
important gap within the existing literature to be addressed concerning the need for researches to be undertaken in a
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number of geographic areas which have obtained limited consideration to date, including Jordan which represents one of 
the developing countries.

1.2 Intel-nationalisation

Intel-nationalisation is defined as business activities that cross national borders and is intended to create value in 
organisations (Welch & Luostarinen, 1988). Intel-nationalisation is found to be a significant aspect of the maximisation of 
business opportunities and over the last few decades, many SMEs started it as a requirement of business success 
(Knowles et a!., 2006; Rundh, 2007; Saixing et al., 2009). Intel-nationalisation has been widely used to describe the 
outward movement of the international operations of a firm (Zeng et al., 2008). Most internationalisation studies focus on 
the outward processes associated with exporting, licensing, franchising and foreign direct investment, with exporting 
being the main mode of internationalisation for SMEs (Westhead, 2008; Eusebio et al., 2007). Due to such amplitude this 
would be beyond the possibilities of this work. Therefore, this work sets out to investigate only one, very relevant facet 
of internationalisation in detail - exportation.

Research on the internationalisation of small firms has grown quickly in the last two decades. There is a widespread and 
well-built body of literature that has investigated small-firm international growth (Bell, 1995; Etemad, 2004). Usually, 
SME internationalisation is dealt with using three distinctive and interconnected approaches: internationalisation process, 
export development and barriers, and international entrepreneurship (Manolova et al., 2002). The latter is beyond the 
scope of the current research.

A number of models have been developed in recent years concerning the internationalisation process of the firm (cf. 
(Andersen, 1993; Leonidou, 2004). The stage theory of export development amongst the different studies within the 
internationalisation literature, on which this study will focus, differences between exporters and non-exporters, export 
performance predicates, export barriers, and small-firm export attitudes and consequent behaviours among other research 
subjects linked to the internationalisation of SMEs.

There are many studies that have investigated the internationalisation process of a firm and proposed export development 
models (Bilkey & Tesar, 1977; Johanson & Vahlne 1977; Madsen & Servais, 1997). The different models proposed 
different stages that a firm has to pass through during its internationalisation process. Although there is general 
agreement that exporting is a developmental or incremental process and that firms pass through different stages in their 
export development, there is disagreement on the number and nature of the different export stages (Leonidou & 
Katsikeas, 1996). Theoretical development has been based mainly on the stage models signifying that firms move 
through stages as they expand from being non-exporters to becoming dynamically involved in export markets, and can be 

recognised widely among three groups of firms (Leonidou, 2004; Keng & Jiuan, 1989):
• Nonexporters: explicitly, companies currently not exporting who express a subjective view on barriers;

• Present exporters: explicitly, companies currently engaged in export activities who experience problems during 

their day-to-day participation in overseas markets;
• Ex-exporters: explicitly, companies that used to export in the past but no longer do so who see export barriers 

from their perceptual and experimental point of view.
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The trend toward increased internationalisation of world markets emphasizes the importance of understanding how firms 
behave and how they perform in international markets. An important research area has been export marketing research 
and in particular a focus on internal and external determinants of export performance.

1.3 Exporting

Exporting has become a significant internationalisation strategy for both companies and national economies in the world 
markets (Koksal, 2006). Growing liberalization, integration and competition in the world economies have been 
responsible for the increasing engagement of firms in exporting activities (Ural, 2009). Also as the pursuant to the 
growing globalisation of the world's economies, exporting activities for SMEs have become more consequential for the 
survival, growth and long-term viability of business organisations since exporting is generally a less resource-laden 
approach as compared with alternative foreign market entry and expansion modes since it requires minimum business 
risk, needs low commitment of resources, and offers high flexibility of movements (Neupert et al., 2006; Korez-Vide, 
2007). From a national viewpoint, the commitment of more companies to export activities is regarded as one effective 
way of coping with trade deficit problems experienced by many developed and developing countries (Morgan & 
Katsikeas, 1997).

Exporting has traditionally been an economic activity much required by corporate managers throughout the world for a 
number of reasons: export development is perhaps the most widely studied and least understood aspect of international 
business (Kazem & Heijden, 2006; Grimes et al., 2007); it looks to better production productivity (Koksal, 2006); it 
increases efficiency, technology, quality, and service standards in the organisation (Calof & Viviers, 1995); it grants a 
better profit base to reward shareholders and employees (Ahmed et al., 2004); it generates more funds for reinvestment 
and growth (Czinkota, 1983; Koksal, 2008); and it diversifies business risks by operating in multiple markets (Leonidou 
& Katsikeas, 1996).

Policy towards SME internationalisation (or specifically Exporting) has several strands. One strand is to encourage 
already exporting firms to export more. A second strand is to instigate non-exporters to begin exporting. A policy 
challenge relates to the inability and/or reluctance of many SMEs to internationalise (Westhead, 2008). Ahmad & Julian 
(2006) explained that the general objective in most countries is how to find ways to raise exports, through encouraging 
already exporting firms to export more or by instigate non-exporters to begin exporting.

At present, developing countries account for almost 22 percent of world manufacturing. In the 1990s the average annual 
growth of export of manufactured products in developing countries exceeded that of industrial countries. However, most 
manufacturing firms in developing countries possess limited resources and need support when they initiate export 
activities (Tesfom & Lutz, 2008).

International trade and integration with the world economy has become one of Jordan's primary strategies for continued 
domestic economic growth. Recently, and within Jordan's effort to catch up with the requirement of globalisation and 
openness to external markets, there has been clear intention by the government to increase industrial export to non- 
traditional markets and enhance the competitiveness of national industries. SMEs in Jordan are motivated to export by 
sales growth, market enlargement, strengthening of competitiveness, and diminishing dependence on the home market. 
This importance of export for Jordanian firms can be explained partly from the small size of the country (the smaller the
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country, the smaller the domestic market, and the sooner firms look abroad), and partly from general trends such as 
globalisation.

In recent years, foreign trade has significantly increased in Jordan, in which the manufacturing industry has played an 
important role (Lozi, 2008). According to figures released by the Central Bank of Jordan (CBJ, 2006), exports are 
estimated at 36.3 percent of gross domestic product (GDP). Jordan's industrial sector contributed 21.7% of Jordanian 
GDP in 2006. Moreover, 98.7% of the manufacturing sector enterprises are classified as SMEs.

Jordanian manufacturing companies are being forced to look outside of Jordan in order to survive. And more and more 
companies are facing challenges of globalisation with the accompanying open borders. After all, exporting firms are at 
the heart of most countries. Hence, there is a real need for Jordanian entrepreneurs to target export markets by adopting a 
global outward-oriented vision of business development to help them face the challenges of globalisation.

1.4 Exporting barriers

SMEs report a range of barriers which they perceive to be detrimental as they seek to access international markets. 
Research on barriers to firms' export entry and expansion has long been considered very important (Korez-Vide, 2007; 
Wengel & Rodriguez, 2006). Wilkinson & Brouthers (2006) asserted that understanding how barriers hinder the 
exporting process is of vital importance in the effort to understand issues relating to barriers, and encouraging factors to 
develop business in how and why firms become concerned in overseas markets.

A number of researchers have directed their attention to managers ' perceptions of export constraints and barriers over the 
past two decades (Ghauri et al., 2003; Altintas et al., 2007). Actually, the occurrence of these barriers can largely clarify 
why current exporters are not exploiting their full potential in the international marketplace and why non-exporters are 
not engaged in exporting at all (Leonidou, 1995).

Exporting barriers will only be perceived as problems to the level that they are significant and hard to manage (Katsikeas 
& Morgan, 1994). The conceptual proposition of this is that barriers make business performance more difficult overseas 
in contrast with domestic market activities. In this respect, preceding to domestic firms becoming exporters a fear 
threshold has to be overcome in order for the firm to benefit from its export potential (Morgan & Katsikeas, 1997).

To bring together barriers characteristics, authors have proposed different classificatory techniques. For instance, 
numerous literature distinguished between initial problems and on-going problems. Initial problems linking to a shortage 
of experience or knowledge and on-going problems linking to greater participation with foreign markets (Bilkey & Tesar, 
1977; Czinkota & Johnson, 1983). Classification of export barriers was also undertaken by Leonidou (2004) who 
conducts a comprehensive analysis of 32 studies and classifies 39 export barriers into internal and external barriers.

Export barriers can be encountered by the firm at any stage of the export development process, from pre-export and other 
initial stages to extensive levels of international involvement. However, the aggregate nature of these barriers tends to 
differ systematically from one stage to another (Leonidou & Katsikeas, 1996). Although these differences in barriers 
were encountered, the literature tended traditionally to give emphasis to two forms of export barriers. These are, first, 
barriers which discourage firms from engaging in export activities and second, barriers experienced by firms which 
already have initiated export operations (Morgan, 1997).
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Several studies have been published that show how export problems affect manufacturing firms from developing 
countries (Kaleka & Katsikeas, 1995; Tesfom & Lutz, 2006). A manufacturing firm is often vulnerable to a number of 
exporting obstacles identifiable at all stages of the internationalisation process, from the early stages to the more 
advanced stages (Bilkey & Tesar, 1977).

In recent decades, many scholars have adopted a company perspective of international trade by attempting to investigate 
the forces inhibiting the firms to initiate, develop or sustain export operations (Katsikeas & Morgan, 1994). However, an 
overview of the broad bodies of literature addressing exporting barriers facing SMEs in developing countries reveals that 
there has been lack of extensive research on this subject (Tesfom & Lutz, 2006; Altintas et al., 2007). The majority of 
studies have reported upon data gathered in industrialised typically western countries (Ahmad & Julian, 2006; Leonidou, 
2004). It is unfortunate to note that not much is known about the international activities of these firms in developing 
countries. The main reason for this is that they do not receive the same kind of attentions as large companies do.

Given the structural differences between developed and developing countries, it is possible that SMEs in developing 
countries may face challenges that are different to those faced by its counterparts in the developed world. Therefore, as 
many authors stressed (e.g. Kazem & Heijden, 2006; Leonidou, 2004), understanding the scope and importance of 
different barriers may be expanded by extending such researches outside of the developed countries arena.

1.5 Aim and objectives

The main fecal point of this study is to investigate the exporting barriers that Jordanian's manufacturers face when
engaging in international business, and the relationship between the perceived export barriers and export performance of
Jordanian SMEs. The importance of the SME contribution to the Jordanian economy, and particularly export earnings, is
therefore clear from the literature review. Since growth is clearly an important element and exporting is one of the most
important forms of such growth. Hence, the needs for SMEs to overcome export barriers are a key factor in their
existence. These considerations and an examination of the literature have led to the following major research objectives
for the study with a sample of SMEs in Jordan:
First: To examine the relationship between exporting barriers and export performance of Jordanian SMEs.
Second: To examine the relationship between firm and managerial characteristics and export performance of Jordanian
SMEs.

1.6 Conceptual Framework and Hypotheses Development

The conceptual framework for this research is presented in this section together with the development of research 
hypotheses. Based on our review of literature about internationalisation, certain company characteristics, managerial 
characteristics and exporting barriers "internal and external" variables are integrated and viewed as potentially significant 

factors influencing export performance.

The conceptual framework provides an overall structure for the empirical investigation and shows diagrammatically the 
hypothesised relationships which are inferred in the research questions. The framework incorporates four main concepts 
groups and these are outlined in detailed in this section. Furthermore, for each research question a series of hypotheses 

were developed and these are presented and discussed below.
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A certain issue has been taken into consideration in developing our model of export performance. As evidence suggests 
from the literature that different exporter categories vary in their characteristics and behaviour (Cavusgil, 1984; Katsikeas 
et al., 1996). This research surveying non-exporting as well as previously exporting firms, that is, those that had exported 
in the past and examine firms that are engaged in regular export activities. These exporter groups are representing in the 
process of export development

This study's research model evaluates how the following groups of variables affect the SME export performance (See 
Figure 1):

• The firms' characteristics (such as size, number of years in business).
• Internal exporting barriers.

• External exporting barriers

• The managerial characteristics (such as age, education, number of years in business, knowledge of foreign 
languages).

Figure 1: The conceptual framework for this research.

Management characteristics
• Age
• Education
• Number of years in business

Export barriers
• Internal barriers
• External barriers

Company characteristics
• Size
• Number of years exporting

Export performance

1.6.1 Research Questions

The model consists of 3 research questions related to exporting barrier "internal & external", managerial and firms 
characteristics affecting the performance of SMEs. The questions have been separated into the same four groups specifies 
in the previous page. The research questions are set below:

Research Question 1: In what way do specific firm characteristics influence the export performance in Jordan? 
Research Question 2: in what way do the managerial characteristics influence the export performance in Jordan? 
Research Question 3: Is there a relationship between managers' perceptions of export barriers and the export 

performance?

Te specific dependent and independent variables to be used for each of these research questions are explained in the 
section below. Also, the researcher considers the relational linkages in the proposed model and discusses specifically 
those variables that, according to existing theory, are likely to affect export performance.
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1.6.2 Hypotheses Development 

1.6.2.1 Firm Characteristics

The independent variables evaluating the characteristics of the firm to be used in the research is as follow:
• Number of employee within firm

• Number of years exporting

1.6.2.1. A Firm Size

Firm size, the most researched independent variable, however there is little agreement on its influence on export 
performance. Some researchers found a positive relationship between firm size and export performance (Baldauf et al., 
2000; Eusebio et al., 2007), others found no relation (Bilkey & Tesar, 1977; Saixing et al., 2009) and some even found a 
negative relation (Ali & Swiercz, 1991, cited in Boodai, 2001; cooper & Kleinshmidt, 1985).

Alvarez E. (2004) and Katsikeas et al. (1996) suggest many explanations why larger firms have an advantage entering, 
staying, and perform better in international markets since they have better access to financial resources in capital 
markets, advantages associated with scale economies and specialization, and the perception of risk in international 
activity. Also, according to Boodai (2001:61) there are different reasons for such a contradiction in the results. First, 
there is no general agreement on the definition of size. Some have used number of employees and some have used sales 
volume. The second reason for the contradiction in firm size studies is that within the same measure there is no standard 
definition for size. The third reason is that the dependent factors (export performance measures) in these studies were not 
consistent; some researchers study the export intensity, some studies the export profitability.

The Stage theory of internationalisation assumes that small firms internationalise stepwise (Bilkey & Tesar, 1977). The 
majority of small firms faces severe resource (financial, technological, and personnel) constraints (Karadeniz & Go"cer, 
2007). By growing larger, firms will be able to commit greater resources to international activities and gradually increase 
their international sales. Also, it may therefore be hypothesized that managerial perceptions of the difficulty and 
importance of coping with exporting problems will differ between larger and smaller firms. Specifically, larger firms will 
be more likely to perceive exporting problems as less difficult to manage in comparison with smaller firms. Also it may 
therefore be hypothesised that an organization's size is a key determinant of its propensity to export. That is the larger the 
firm, the greater the differential size advantage over smaller firms; and this will usually have a positive impact on export 
activity. Based on these arguments, we propose the following hypothesis:

• Hypothesis (1): Firm size is positively related to export performance.

There is no universally accepted measure for capturing company size and several indicators have been employed in the 
literature to measure firm size. The most popular are the number of full-time employees and sales volume. Others have 
included total assets and domestic market sales. Since the majority of these size measures are likely to be highly 
correlated. It was hypothesised in the present study that firm size, measured by the number of employees, would be 

significantly associated as an indicator of firm size.
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1.6.2.1. B Exporting Experience

The degree of export experience is a critical factor because it determines the firm's reaction to export opportunities 
(Cavusgil & Nevin, 1981). Research on the influence of experience on export performance has revealed mixed findings. 
Some researchers found a positive relationship between export experience and export performance (Katsikeas et al.. 
1996; Zou & Stan, 1998), others found no relation (Nakos et al., 1998, cited in Larimo, 2007) and some even found a 
negative relation (Baldauf et al., 2000). In summary, the empirical evidence is mixed, but it slightly tends to support a 
positive relation between experience and performance.

The Uppsala model suggests that firms will gradually increase their foreign market commitments as they gain knowledge 
and experience in the foreign markets (Johanson & Vahlne, 1990). The theoretical explanation for the relationship 
between exporting experience and export performance lies in the issue of uncertainty and the way firms cope with it 
(Katsikeas et al., 1996; Karadeniz & Go'cer, 2007). Calof & Viviers (1995) demonstrate that the more progressive the 
company's stage in export intensity, the lower its costs and risks of exporting and the better its advantages. It is 
recognised that perspectives and experiences are believed to lead to new stages in the perception of export risks, profits 
and costs. It may then be expected that more experienced exporters would do better in comparison with others. Hence:

• Hypothesis (2): Company experience with exporting activities is positively related to export performance.

There is no general agreement on how to measure the export experience. While some studies examine the export 
experiences of the firm e.g. the length of time the company has been involved in exporting (Obguehi & Longfellow, 
1994, cited in Watson, 2001), others specifically address the export management experience of individual decision- 
makers in the firm (Wiedersheim-Paul et al., 1978; Watson, 2001). Katsikeas et al. (1996) considered two fundamental 
dimensions of a firm's exporting experience refer to the length "the number of years the manufacturer had been engaged 
in exporting activities", measuring the intensity of the firm's exporting experience, and scope "the number of countries 
that the firm was involved in through regular exporting operations", measuring the diversity of this experience. It was 
hypothesised in the present study that export experience measured by the number of years the manufacturer had been 
engaged in exporting activities.

1.6.2.2 Managerial Characteristics

The independent variables evaluating the managerial characteristics to be used in the research is as follow:
• Education

• Age

• Number of years in business

Manager characteristics such as education, age, knowledge of foreign languages, number of years in business, etc., have 
a direct influence on export performance (Cavusgil & Nevin, 1981; Miesenbock 1988; Aaby & Slater, 1989). Extensive 
empirical research confirmed that younger, better-educated managers with a good command of foreign languages are 
more successful in exporting (Miesenbock, 1988; Shoobridge, 2004; Watson, 2001). Therefore our hypotheses read:

• Hypothesis (3): managerial characteristics such as education, age and number of years in business are positively 

related to export performance.
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1.6.2.3 Exporting Barriers

The independent variables evaluating the exporting barriers to be used in the research is as follow:

• Internal exporting barriers

• External exporting barriers

To bring together barrier characteristics, authors have proposed different classificatory techniques. Based on additional 

literature review of discussion with practitioners in Jordan a modified model of Leonidou (2004) had been developed into 

internal exporting barriers which classified into (internal barriers that correlated with organizational capabilities / 

resources and company approach to export business), for analytical purposes, internal barriers can be broken up into 

informational, functional, financial and marketing barriers. External barriers which classified into (external, which 

related to the home and host environment within which the firm operates), for analytical purposes, external barriers can 

be broken up into procedural, governmental, task and environmental (see figure 2).

Figure 2: Classification of export barriers based on the modified model of Leonidou, (2004)

Internal Barriers

External Barriers

Informational

Functional

Marketing

Product

Price

Distribution

Logistics

Promotion
Procedural

Governmental

Task

Environmental

Economic

Political- 
Legal

Sociocultural

Limited information to locate/analyze markets
Problematic international market data
Identifying foreign business opportunities
Inability to contact overseas customers
Lack of managerial time to deal with exports
Inadequate/untrained personnel for exporting
Lack of excess production capacity for exports
Shortage of working capital to finance exports
Lack of new technology
Developing new products for foreign markets
Adapting export product design/style
Meeting export product quality/standards/specs
Meeting export packing/labelling requirements
Offering technical/after sales service
Offering satisfactory prices to customers
Difficulty in matching competitors' prices
Granting credit facilities to foreign customers
Complexity of foreign distribution channels
Accessing export distribution channels
Obtaining reliable foreign representation
Maintaining control over foreign middlemen
Difficulty in supplying inventory abroad
Unavailability of warehousing facilities abroad
Excessive transportation/insurance costs
Adjusting export promotional activities
Unfamiliar exporting procedures/paperwork
Problematic communication with overseas customers
Slow collection of payments from abroad
Lack of home government assistance/incentives
Unfavourable home rules and regulations
Different foreign customers habits/attitudes
Keen competition in overseas markets
Poor/deteriorating economic conditions abroad
Forging currency exchange risks
Political instability in foreign markets
Strict foreign rules and regulations
High tariff and nontariff barriers
Unfamiliar foreign business practices
Different sociocultural traits
Verbal/nonverbal language differences"
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It was apparent from both the export literature that exporting firms face a wide range of different factors which can act as 

a constraint to developing their export market. Understanding the nature of the link between perceived export constraints 

and export performance was an important feature of this research. It is hypothesized in the conceptual framework that the 

relationship is in the direction from perceived export barriers to export performance.

It is considered that the causal link between perceived export constraints and export performance was likely to be that the 

former gives drop to the latter. Thus, the argument is that the greater the level of certain perceived export constraints are 

less likely to perform well. Thus, it is expected that perceived export barriers are related to export performance and the 
following hypotheses are presented:

• Hypothesis (4): The higher the perceived [a] internal and [b] external international barriers, the lower the
performance.

Thirty-seven exporting barriers items were selected for the study. As it has been advocated that one issue may be a 

frequent problem but not too important, while another may be of importance but rarely a problem each barrier was 

measured for its obstructing impact on ongoing export operations on a five-point scale, ranging from not important at all 
(1) to very important (5).

1.6.2.4 Export Performance

The dependent variable export performance has long been a construct of central interest in the international marketing 

literature (Sousa, 2004; Katsikeas et al., 1996). Such interest was activated by the low export performance of many 

countries that have the prospective to be successful exporters, and the in capability of macro-economic studies to clarify 

the different export performance of firms within the same industry and same country (Boukersi, 1990, cited in Boodai, 

2001). Since then, a substantial literature has collected studying the external and internal variables affecting the 

individual firm's export performance and its intemationalisation process (Sousa, 2004; Katsikeas et al., 2000).

The literature in export performance has been classified in two fundamental different approaches: The first approach 

compared exporters with non-exporters to develop a profile of the characteristics that differentiate the two groups of 

firms and identify the ones associated with better performance categories (Aaby & Slater, 1989; Katsikeas et al., 1996). 

The second approach measures a firm's position on some dimension of export performance, the most commonly used 

dimensions are rate of growth in export sales and percentage of total sales accounted for by exports (Aaby & Slater, 

1989; Larimo, 2007). From another perspective, some researchers attempted to investigate the motives and barriers to 

exporting (Leonidou, 2004; Leonidou et al., 2007). These studies were directed to determine which variables motivate 

the firm to involve and expand its exports and to highlight the variables that hinder and discourage the firm's export 

involvement and expansion in exporting.

A major problem in comparing empirical studies of exporting is that different performance measures have been used by 

different researchers (Katsikeas et al., 2000; Tesfom & Lutz, 2008). This lack of agreement on the conceptualisation and 

measurement of export performance makes it difficult to compare findings of different studies, because it is almost 

impossible for scholars to determine whether the conflicting findings can be attributed to the independent variables or the 

use of different measurement scales of export performance (Sousa, 2004).
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The researchers used either objective or subjective measures for export performance (Lages & Montgomery, 2004; 

Sousa, 2004). Objective measures use actual data whereas subjective measures use managers' perceptions and evaluation 

of export performance (Katsikeas et al., 2000). Some researches have used multidimensional measures, combining two or 
more export performance measures (Belso-Martinez, 2006; Altintas et al., 2007).

There is no general agreement about theoretical framework regarding the export performance of firms. However, a 

number of researchers have tried to give an integration of the literature in order to posit such a framework and models of 

export performance (e.g. Diamantopoulos, 1999; Katsikeas et al., 2000; Sousa, 2004). In addition, there is general agreed 
that export performance is affected by a variety of factors, nevertheless there is no unanimous agreement on the existence 
or the influence of certain factors on the export performance. Such factors are numerous. For instance, Gemunden (1991, 
cited in Boodai, 2001) in his review of fifty export-related empirical studies recognises more than 700 factors.

The export performance literature highlights the importance of the following variables: perceived obstacles to exporting, 

managerial characteristics, managerial competences, managerial orientation, firm size and export strategy variables. Most 

of these concepts have been incorporated in the study, and the use of these is discussed in the relevant sections above.

1.7 Methodology

This study is based on an empirical investigation of the barriers to export Jordanian firms' face when doing international 
business. A questionnaire based survey was conducted were 500 questionnaires were distributed to Jordanians 
manufacturing SMEs using random sampling. The sample was drawn from the population of Jordanian industries firms 

that were determined by ministry of industry and trade in Jordan as small and medium in organizational size (employing 
249 personnel or fewer).

The data obtained form the questionnaire were reduced using factor analysis. The research model will be constructed 
using multiple regression analysis technique. The software to be used for all the statistical analysis is SPSS version 15. 
The multiple regression analysis will be carried out with dependent variables measuring SME export performance, and 
43 independent variables, measuring company characteristics, managerial, internal exporting barriers, and external 

exporting barriers.

Section 1.8 presents the descriptive statistics for the sample of companies and perceived exporting barriers. Section 1.9 
presents the factor analysis solution for the internal and external perceived export barriers and for export performance. In 

section 1.10 multiple regression analysis is used to examine the hypothesized relationship between independent and 

dependent variables.

1.8 Descriptive statistics

1.8.1 Research Sample

A questionnaire based survey was conducted were 500 questionnaires were distributed to Jordanians manufacturing 

SMEs using random sampling. A total of 289 questioners were returned from 500 questionnaires, 256 of which were 

useable. This translates into an overall response rate of 57.8 per cent, and usable response rate of 51.2 per cent. The
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targeted firms were mainly part of the manufacturing industry. As for the profile of the respondents, the sample consisted 
of 256 respondents of which 242 were top and middle management (94.5 percent of the sample) and 14 were low 
management (5.5 percent of the sample). This consist with the definition of the SMEs that the owner usually is the 
manager. Consequently, it can be assumed that the questionnaires completed from a reliable sources of information about 
each of the firms. In relation to the respondent's age, 31.2% of the respondents were under 40 years of age, 58.2 % were 
between 41 and 60 years of age and 10.5 % were over 60 years of age. Moreover, 59 % of the respondents had at least a 
bachelor's degree.

1.8.2 Perceived Exporting Barriers-Descriptive Statistics

Export barriers can be encountered by the firm at any phase of the export development process, from pre-export and 
other initial stages to extensive levels of international involvement. However, the aggregate nature of these barriers tends 
to differ systematically from one stage to another. Although these differences in barriers were encountered, the literature 
tended traditionally to give emphasis to two forms of export barriers. These are, first, barriers which discourage firms 
from engaging in export activities and second, barriers experienced by firms which already have initiated export 
operations.

Despite increasing overseas opportunities, some business are not interested in exporting because they are comfortable in 
the domestic economy, 25.8% of the sampled firms, although they have the potential to export, prefer to sell their 
products in the domestic market. Actually, the occurrence of these barriers can largely clarify why current exporters are 
not exploiting their full potential in the international marketplace and why non-exporters are not engaged in exporting at 
all.

1.8.2.1 Perceived Internal Exporting Barriers

The samples of companies were asked to what extent various internal factors act as a barrier to developing their exports. 
21 internal export barriers were measured on a five-point scale, ranging from not important at all (1) to very important 
(5). The frequency data and descriptive statistics for the perceived internal export barriers are presented in table 1.
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Table 1: Perceived Internal Exporting Barriers-Frequency Distribution and Descriptive Statistics
Variables

Insufficient information about overseas markets

Difficulty in making customer contacts

Difficulties in gaining access to some data sources

Lack of managerial time to deal with exports

Lack of personal trained to deal with exporting 
operations

Lack of export skills

Lack of financial resources to finance exports

High cost of capital to finance exports

Lack of excess production capacity for export

Actual product unsuitable for overseas markets

Lack of new technology

Difficulties in meeting export packaging

Difficulties in meeting importers' product quality
Difficulties in adapting export product design
Difficulties in setting up adequate after-sales services
Lack of ability to locate reliable agent

Complexity of foreign distribution channels

High transportation costs

High insurance cost

Unavailability of warehousing facilities abroad
Lack of competitive price to customers in foreign 
markets

Frequency 
(Non- 

Exporters)

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

Mean

4.20

4.02

3.89

3.91

3.83

3.91

4.17

4.15

3.85

3.42

3.88

3.15

4.24

4.05

4.12

4.26

4.18

4.24

3.92

3.20

4.35

Frequency 

(Exporters)

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

Mean

3.46

3.27

3.14

3.26

3.29

3.17

3.47

3.53

3.27

3.01

3.33

2.87

3.31

3.41

3.02

3.71

3.62

3.76

3.45

2.92

3.74

Note: Variables have been ranked on a five-point scale, ranging from not important at all (1) to very important (5).

According to the mean value of the importance distribution of Jordanian SMEs' exporters and non-exporters perception 
towards internal exporting barriers considered by way of their level of export activities. In Table 1, as for the non- 
exporters, the main reasons for not exporting are presented. These are the answerers given by those 25.8% of firms that 
do not export. Lack of competitive price to customers in foreign markets and lack of ability to locate reliable agent 
ranked very high. High transportation costs and difficulties in meeting importers' product quality is another area of 
concern. In addition, SMEs exporters in the region consider as their main barriers for selling abroad high transportation 
costs and lack of competitive price to customers in foreign markets, this result is consistent with Tesfom & Lutz (2006) 
and Kaleka & Katsikeas (1995) who found that the difficulty in matching competitors' prices in international markets was 
a barrier for most exporters and non-exporters. It can be concluded that exporters and non-exporters largely agree in their 
views of these barriers to export. Moreover, this result is consistent to what one would expect since lack of competitive 
price to customers and high transportation costs and difficulties in meeting importers' product quality are often cited in 
the literature as barriers or constraints to exporting for both exporters and non-exporters (Leonidou, 2004; Arinaitwe, 

2006).
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1.8.2.2 Perceived External Exporting Barriers

The samples of firms were asked to what extent various external factors act as a barrier to developing their exports. 15 

external barriers were measured on a 1 to 5 rating scale with 1 representing "not important at all" and 5 representing 

"very important". The frequency data descriptive statistics for the perceived external export barriers are presented in table

2.

Table 2: Perceived External Exporting Barriers-Frequency Distribution and Descriptive Statistics

Lack of Jordanian government incentives

Inadequate Government regulations and rules

Complex government bureaucracy

International Competition in export markets

Complexity of export documentations requirements

Inadequate communications with overseas customers

Slow collection of payments from abroad

poor or deteriorating in economic situation in the region

Currency fluctuations

Foreign exchange restrictions

Unconvertible foreign currencies

Political instability in foreign markets

Strict foreign rules and regulations

Language differences overseas

Cultural differences overseas

Frequency 
(Non- 

Exporters)

66

66

66

66

66

66

66

66

66

66

66

66

66

66

66

Mean

4.17

4.06

3.95

4.36

2.98

2.94

3.79

4.35

3.70

3.82

3.83

4.42

4.32

3.24

3.14

Frequency 

(Exporters)

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

Mean

3.44

3.34

3.35

3.53

3.01

2.83

3.27

3.70

3.32

3.29

3.39

3.85

3.81

2.78

2.71
Note: Variables have been ranked on a five-point scale, ranging from not important at all (1) to very important (5).

According to the mean value of the importance distribution of Jordanian SMEs' exporters and non-exporters perception 

towards external exporting barriers considered by way of their level of export activities. In Table 2, as for the non- 

exporters, the main reasons for not exporting are presented. Political instability in foreign markets and international 

competition in export markets ranked very high. Poor or deteriorating in economic situation in the region and strict 

foreign rules and regulations is another area of concern. In addition, SMEs exporters in the region consider as their main 

barriers for selling abroad the political instability in foreign markets and strict foreign rules and regulations. It can be 

concluded that exporters and non-exporters largely agree in their views of these barriers to export. In addition, these 

results are consistent with Leonidou (1995, 2000) and Ahmed et al (2004) and Kaleka & Katsikeas (1995) who found 

that political instability in foreign markets and international competition in export markets are one of the major barriers 

to export.

As can been seen in table 2 it is especially interesting to note that most highly ranked perceived external exporting 

barriers are: political instability in foreign markets, international competition in export markets, and poor or deteriorating 

in economic situation in the region. The political/economic conditions and the level of competition in export markets are
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likely to affect the firm's ability to enter specific markets and develop their exports. The high ranking of these factors is 
to be expected since they reflect the viability of export involvement in overseas markets.

The study shows that there is high similarity between the export problems faced by manufacturing firms in developed 
and developing countries. Almost all export problems identified in developing countries exist in the developed world, 
especially for small and medium-sized companies.

From a simple inspection of table 1 and 2 it is apparent that the internal exporting barriers are viewed as being greater 
than the external barriers, with the mean values for internal barriers generally at a high level. The average score for each 
respondent for internal and external barriers was calculated. The mean value of the internal barriers average scores was 
3.514 and the equivalent figure for the external barriers was 3.435 thus indicating that internal barriers were viewed as 
more of a problem than external barriers overall. Furthermore, it is interesting to note from a simple inspection of table 1 
and 2 that that the majority of the items have a mean value above the mid-point of the scale which implies that the 
sample of firms do regard both internal and external exporting barriers as presenting a serious barriers in relation to 
export development.

1.9 Factor analysis

Factor analysis is a data reduction statistical technique that allows simplifying the correlational relationship between a 
numbers of continuous variables. Factor analysis was conducted on the internal and external exporting barriers 
independently. This gave a more satisfactory result than if the two scales were combined and factor analysed. 
Exploratory factor analysis was used to reduce the number of variables measuring 'performance' and 'internal and 
external exporting barriers' into a meaningful and smaller number of subsets or factor groups. The factor analysis of the 
internal exporting barriers is presented first.

In carrying out exploratory factor analysis, it is recommended to perform a principal components analysis for factor 
extraction, since the objective is to summarise most of the original information (variance) in a minimum number of 
factors for prediction purposes. In addition, we used the varimax rotation method in the study to make the factor structure 
more interpretable, since it reduces the number of complex variables and enhances interpretation (Harlow, 2005).

1.9.1 Factor Analysis of Perceived Internal Exporting Barriers

The factor solution of perceived internal exporting barriers was obtained using principle components analysis for factor 
extraction and varimax rotation method. The factor loading was set at (0.50). From the 21 variables measuring internal 
exporting barriers, four variables were discarded, 'meeting export packing' and 'unavailability of warehousing facilities 
abroad' did not correlate with performance variables, while 'developing new products for foreign markets' and 'offering 

technical/after sales service' had low factor extraction (< 0.50).
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barriers
Factor groups
Informational barrier
Insufficient information about overseas markets

Difficulty in making customer contact
Difficulties in gaining access to data sources

———— Q ———————— . 
1

.655

.775

.709

2 3

Functional barriers
Lack of managerial time to deal with exports
Inadequate/untrained personal for exporting
Lack of export skills
Lack of new technology
Lack of excess production capacity
Financial barriers
High cost of capital to finance export
Lack of financial resource to finance exports

.738

.757

.557

.790

.675

.716

.569

Marketing barriers
Difficulties in adapting export product design
Meeting export product quality/standards
Lack of competitive price to customers in foreign markets
Complexity of foreign distribution channels
Obtaining reliable foreign representation
High transportation costs
High insurance costs
Explained variations 
Cumulative variations

27.356 
27.356

.628

.677

.505

.682

.694

.657

.571
19.709 
47.065

19.066 
66. 1 3 1

The results of the varimax rotation principal component analysis are given above in Table. 3. According to analysis 
results, the internal exporting barriers are grouped under three headings: Factor 1 relates to the issues of finding 
information and lack of financial resource to finance exports and is thus labeled the information/financial barriers factor. 
Items in the second factor are concerned with managerial and administrative aspects of engaging in export markets and 
are thus labeled the functional barriers factor. The third factor is labeled the marketing barriers.

1.9.2 Factor Analysis of Perceived External Exporting Barriers

The factor solution of perceived external exporting barriers was obtained using principle components analysis for factor 
extraction and varimax rotation method. The factor loading was set at (0.50). From the 15 variables measuring external 
exporting barriers, two variables were included but then disregarded, 'cultural differences overseas' and 'language 
differences overseas' did not correlate with performance variables and the factor loading lower than minimum required 
(0.50).
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Factor groups 1 2
Economic and Political-Legal barriers and Governmental barriers
Political instability in foreign markets
poor or deteriorating in economic situation in the region
International Competition in export markets
Inadequate Government regulations and rules
Strict foreign rules and regulations
Lack of Jordanian government incentives
Complex government bureaucracy

.886

.875

.838

.824

.815

.792

.762
Procedural and Currency barriers
Inadequate communications with overseas customers
Complexity of export documentations requirements
Foreign exchange restrictions
Slow collection of payments from abroad
Unconvertible foreign currencies
Currency fluctuations
Explained variations 
Cumulative variations

43,462 
25,643

.865

.841

.668

.654

.560

.541
43,462 
69,105

The results of the varimax rotation principal component analysis are given above in Table. 4. According to analysis 
results, the external exporting barriers are grouped under two headings: Factor 1 relates to the issues of economic and 
political-legal and governmental barriers. Both items in the second factor are procedural and currency barriers.

1.9.3 Factor Analysis of Export Performance

Drawing upon the literature, one objective and three subjective measures of performance have been used. The objective 
measure is export intensity, while the subjective measures are growth of sales, growth of profitability, and growth of 
exports. The subjective measures were factor analysed generating one factor as illustrated in table 5.

Table 5: Total Variance Explained
Component

1
2
3

Initial Eii
Total
2.815
.122
.063

'envalues
% of Variance
93.842
4.066
2.092

Cumulative%
93.842
97.908
100.000

Extraction Sums of Squared Loadings
Total
2.815

% of Variance
93.842

Cumulative %
93.842

Extraction Method: Principal Component Analysis.

1.10 Multiple regression analysis

The descriptive statistics in the previous sections simply described the characteristics of our data. This section aims to 
evaluate the relationships between the dependent variables and independent variables discussed in previous sections, and 
whose definition is discussed in section 1.6. The variables being used in this research have been identified from the 
literature and can be hypothesised to influence export performance.

Having evaluated all the regression methods: Enter, Stepwise, Forward, Backward and Remove, we decided to work with 
the Stepwise. Table. 6. a,b shows the results of the regression analysis. In addition, table reports the adjusted R Square 
for the full model. Beta coefficients for the full model are also presented in the table.

The model will display a variety of indicators that will demonstrate the overall fit of the equation (R, R 2 and Adjusted 
R 2 ). The statistical assumptions for generalisation have been met for the equation presented in this section.
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Table 6.a: Multiple regression analysis results
Model

7 (Constant)

REGR factor score 1 for analysis 3

REGR factor score 1 for analysis 2

REGR factor score 2 for analysis 2

Number of years exporting

REGR factor score 3 for analysis 2

Number of employees

Age of respondents

Unstandardized 
Coefficients

B

-.541

-.438

-.582

-.299

.568

-.304

.491

-,398

Std. Error

.141

.067

.061

.048

.036

.037

.040

.036

Standardized 
Coefficients

Beta

-.137

-.590

-.302

.076

-.105

.096

-.321

t

-3.847

-2.065

-9.622

-6.266

1.906

-2.821

2.291

-5.321

Sig.

.000

.004

.000

.000

.005

.005

.007

.002

Collinearity Statistics

Tolerance

.292

.340

.552

.808

.932

.722

.63

V1F

1.421

1.042

1.113

1.237

1.073

1.385

1.254

a Dependent Variable: REGR factor score 1 for analysis 1 
REGR factor score 1 for analysis 3- Economic/political-legal and governmental barriers factor 
REGR factor score 1 for analysis 2- Information/financial barriers factor 
REGR factor score 2 for analysis 2- Functional barriers factor 
REGR factor score 3 for analysis 2- Marketing barriers factor

Table.6.b: Model Summary
Model

1

2

3

4

5

6

7

R

.733a

.788b

.824c

.833d

.838e

.842f

.845g

R Square

.537

.622

.679

.694

.703

.710

.716

Adjusted R 

Square

.535

.618

.675

.689

.696

.702

.721

Std. Error of the 

Estimate

.68168975

.61770650

.57004993

.55786692

.55101499

.54595396

.55453845

Durbin-Watson

1.677

a. Predictors: (Constant), REGR factor score 1 for analysis 3

b. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2

c. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2

d. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2, Number of 

years exporting
c. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2, Number of 

years exporting, REGR factor score 3 for analysis 2
f. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2, Number of 

years exporting, REGR factor score 3 for analysis 2, Number of employees
g. Predictors: (Constant), REGR factor score 1 for analysis 3, REGR factor score 1 for analysis 2, REGR factor score 2 for analysis 2, Number of 

years exporting, REGR factor score 3 for analysis 2, Number of employees, Age of respondents

Exporting barriers and the internationalisation of manufacturing activities by SMEs in Jordan Page 18 of 24



International Council for Small Business-World Conference ICSB 21-24 June 2009 - Seoul, Korea

1.10.1 Interpreting the model

The interpretation of the models is as follows:

1.10.1.1 Firm and managerial characteristics:

The general equation (Table 6) shows that three variables of firm/managerial characteristics have a significant impact on 
export performance. These are:

1. Export experience (number of years exporting) is significant in model 7. This result confirms a significant 
positive relationship between the length of time "number of years" that firm has been exporting and export 
performance factor. This result supports hypothesis H2 and is consistent with the finding of other researchers on 
export performance (Katsikeas et al., 1996; Zou & Stan, 1998). The positive relationship between these two 
variables was expected.

2. Numbers of employee (indicating the size of the firm) have a significant positive relationship between the 
number of employees and export performance factor. The present research simply confirms some previous 
findings presented in the existing literature on export performance and support hypothesis HI (Baldauf et al., 
2000; Katsikeas & Morgan, 1994).

3. Age of respondents have a significant negative relationship with export performance. This result confirms some 
previous findings presented in the existing literature on export performance. Extensive empirical research 
confirmed that younger managers are more successful in exporting (Miesenbock, 1988; Shoobridge, 2004). 
Since younger owner-managers are more interested in growth and are more likely to engage in business 
development activities designed to foster this growth. This result provides support for hypothesis H3 in relation 
to age of respondents but not in relation to education, language and number of years in business.

1.10.1.2 Perceived export barriers

Four of the perceived export barriers factors are significant in model 7. These are: economic/political-legal and 
governmental barriers; information/financial barriers; functional barriers; marketing barriers which has a significant 
negative relationship with export performance. These results provide support for hypothesis H4 in relation to these 
specific factors but not in relation to procedural and currency barriers. This result confirms some previous findings 

presented in the existing literature on export performance (Cicic et al., 2002).

Conclusions & Recommendations

This research has examined the perceived internal and external export barriers of the sample of 256 firms. Frequency 
data revealed that high transportation costs and lack of competitive price to customers in foreign markets were the 
highest ranked internal berries. The highest ranked externa'. jxport barriers were political instability in foreign markets, 
strict foreign rules and regulations and international competition in export market. Overall internal barriers were viewed 

as being greater than external barriers.
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Multiple regression models were developed using the factor score of export performance as the dependent variable. The 
following variables/factors were significant:

• Economic/political-legal and governmental barriers; Information/financial barriers; Functional barriers; 
Marketing barriers which has a significant negative relationship with export performance.

• Firm export experience (number of years exporting) with a positive relationship with export performance. Our 
research supports the stage theory of internationalization, growing larger firms will be able to commit greater 
resources to international activities and gradually increase their share of sales derived from the international 
markets.

• Numbers of employee (indicating the size of the firm) have a significant positive relationship with export.
• Age of respondents have a significant negative relationship with export performance.

The study shows that there is high similarity between the export problems faced by manufacturing firms in developed 
and developing countries. Almost all export problems identified in developing countries exist in the developed world, 
especially for small- and medium-sized companies. Although the degree of difficulty and the importance of export 
problems vary, there is similarity among the major issues. Thus, it is not the type of barrier that differs but only the 
environment in which the SME is operating. This implies that manufacturing firms in developing countries can learn 
some interesting lessons from the experience of the developed world in solving export problems. Furthermore, the vast 
literature that has been produced on internal and external export problems of firms in developed countries can be useful 
to develop a methodological of research in developing countries. In addition, this study provides an exploratory step in 
extending the work of Leonidou, (2004) to other countries. In particular, to developing countries.

It is essential that export managers in Jordanian manufacturing firms be aware of the competitive forces shaping the 
market structure within the spectrum of globalisation. The research implies that public policy makers and export 
assistance organizations in Jordan should play an active role in enhancing exports amongst local firms. There is clearly a 
need for well- designed national policies including specific incentives to stimulate exporting activity, assisting measures 
enabling firms to cope with export barriers, and government-sponsored export promotion programmes.

Also, these are important results which likewise have implications for public policy makers and business support 
organisations. Governments and policy makers can play an important role in helping SME internationalise because of the 
positive overall effects for economic growth. In order to open up greater opportunities for international trade and 

investment, they should consider the following actions:

• Addressing the shortage of people with the skills to advise SMEs on accessing international markets.

• The use of e-commerce as a tool for overcoming distance to markets, for reducing the cost of compliance with 
government regulations, and for encouraging the uptake of efficient business practices.

• Providing programmes to assist SMEs to access the finance needed to fund potentially successful entries into 
new markets and, where necessary, develop or create additional financial instruments, such as innovation funds, 

for financing the internationalisation of SMEs.
• Establishing strong relations between small and large firms. One of the major objectives of this scheme would 

be to provide reliable information and how to participate in the international market.
• Increasing exports of small-scale industries with governmental aid exhibiting their productions in international 

exhibitions.
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The study has contributed to existing knowledge in a number of ways. First, form an empirical perspective; it has 
examined the character and importance of those elements inhibiting ongoing export marketing activity of indigenous 
manufacturing firms in a small, non-highly industrialized country. Secondly form a theoretical viewpoint, an attempt has 
been made to investigate the relationship between exporting barriers factors and the performance of firms in 
internationalisation.

Interpretation of our study findings and conclusions should be made in light of the following limitations. Finally, this 
research effort was restricted to the internationalisation activities of manufacturing firms originating in a specific small 
country context. Therefore, one should be cautious in attempting to generalise the empirical findings of our study to 
other, potentially different export marketing systems. Secondly, there might be other factors influencing the export 
performance. So, it is beneficial for future research to explore the other factors.
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