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Abstract

Pereira, Beatriz Helena Kury Costa; Rocha, Angela Maria Cavalcanti da
(Advisor). Three Essays on Export Promotion Services and Systems:
Overcoming Export Barriers. Rio de Janeiro, 2018, 169p. Tese de
Doutorado — Departamento de Administracdo. Pontificia Universidade
Catolica do Rio de Janeiro.

Foreign trade provides significant benefits to nations from both
macroeconomic and microeconomic perspectives. From a macroeconomic point of
view, exports allow the increasing of foreign exchange reserves and generate
employment opportunities, consequently leading to improved living standards.
From a microeconomic perspective, exports stimulate the development of
competitive advantages, reducing idle production capacity, raising technological
standards, powering profitability, intensifying return on investments, and
enhancing firms’ financial stature. SMEs export performance is particularly of
utmost importance since they are responsible for a significant portion of economic
activities and could amplify substantially exports outcome at the aggregate level.
However, export barriers and market failures tend to affect their capacity to access
strategic resources necessary to guarantee a successful internationalization process.
From a resource-based perspective, the inability of SMEs to successfully expand
abroad due to their lack of sufficient internal resources, know-how, and information
about foreign markets may be seen as a condition of market failure, therefore
endorsing government’s participation in export promotion initiatives. In accordance
with this rationale and building on the existing knowledge, the aim of this thesis is
to contribute to the investigation of export promotion services and systems in three
essays. The first essay, entitled “Export Promotion Services and Firm Export
Barriers: Do These Literatures Interact?”, — aims to thoroughly examine the two
literatures, presenting their contributions, gaps, and recommendations for future
studies. The second essay, entitled “Export Promotion Initiatives in a Cluster”, -
approaches the long-term development of a Brazilian beachwear cluster, using the
case method of investigation and focusing specifically on the attempts to develop
exporting activities. Export promotion agents have tried to introduce new practices
and attitudes toward cooperation among firms but failed to do so. The key issue,

therefore, is to understand why the firms failed to cooperate, despite several
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initiatives and investments to promote collective actions. The paper advances some
possible explanations, with implications to other Brazilian clusters. Finally, the
conclusion advances some recommendations for public policymakers concerning
the design of export promotion programs. The third and last essay, entitled “The
Coordination of Export Promotion Networks for the Creative Industries”, examines
through the use of the case method of investigation the different approaches adopted
by three successful countries in supporting the internationalization of their creative
industries, adopting an interorganizational perspective, focusing on network
coordination. The study provides empirical evidence of how different approaches,
from the centralization of an export promotion network to decentralization, and
from loose coordination to tight, may be used to promote the exports of firms in the
creative industries. The results also suggest that each context may require a different
approach to the coordination of Trade Support Institutions’ activities. The degree
of economic development of each country, the resources available, the maturity of
the industry, as well as cultural issues, may play a role in determining which

approach could be a better fit for each country and sector.

Keywords

Export Promotion; Export Promotion Programs; Export Promotion
Networks; Trade Support Institutions; Trade Promotion Organizations; Export
Promotion Agencies; Export Barriers; Internationalization; Cluster; Clusters’
Internationalization; SMEs’ Internationalization; Creative Industries, United
Kingdom; South Korea; Colombia.
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Resumo

Pereira, Beatriz Helena Kury Costa; Rocha, Angela Maria Cavalcanti da
(Orientadora). Trés Ensaios sobre Servicos e Sistemas de Promocéo a
Exportagdo: Superando Barreiras a Exportacéo. Rio de Janeiro, 2018,
169p. Tese de Doutorado — Departamento de Administracdo. Pontificia
Universidade Catdlica do Rio de Janeiro.

O comércio exterior garante beneficios significativos para as nagdes, tanto
do ponto de vista macroecondmico quanto microecondmico. Do ponto de vista
macroeconémico, as exportacdes possibilitam o aumento das reservas cambiais e
geram oportunidades de emprego proporcionando, consequentemente, melhores
condigdes de vida. Do ponto de vista microeconémico, as exportagdes estimulam o
desenvolvimento de vantagens competitivas, reduzindo a capacidade ociosa,
elevando os padrdes tecnoldgicos, potencializando a lucratividade, intensificando o
retorno sobre os investimentos e refor¢ando a grandeza financeira das empresas. O
desempenho das exportacdes das PMEs é particularmente de extrema importancia,
uma vez que elas sdo responsaveis por uma parcela significativa das atividades
econbmicas e podem ampliar substancialmente o resultado das exportac6es no nivel
agregado. No entanto, barreiras a exportacdo e falhas de mercado tendem a afetar
sua capacidade de acesso aos recursos estratégicos necessarios para garantir um
processo de internacionalizacdo bem-sucedido. Analisando pela 6tica da Visao
Baseada em Recursos (Resource Based View), a incapacidade das PMEs de obter
sucesso em expandir-se internacionalmente devido a falta de recursos internos
suficientes, know-how e informacgdes sobre mercados estrangeiros, pode ser vista
como uma condicdo de falha de mercado, endossando a participacdo do governo
em iniciativas de promogéo as exportagdes. A partir desse raciocinio e com base no
conhecimento existente, o objetivo desta tese é contribuir para a investigagdo de
servicos e sistemas de promogéo as exportacdes em trés ensaios. O primeiro ensaio,
intitulado “Servi¢os de Promocgdo as Exportacdes e Barreiras as Exportacdes da
Firma: Ha interacdo entre as duas literaturas?”, visa examinar profundamente estas
literaturas, apresentando, apresentando suas contribuicdes, lacunas e
recomendacdes para estudos futuros. O segundo ensaio, intitulado “Iniciativas de
Promocao as Exportac6es junto a um Cluster”, aborda o desenvolvimento de longo

prazo de um cluster brasileiro de moda praia, utilizando o método do estudo de caso
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e focando especificamente nas tentativas de desenvolvimento de suas atividades
exportadoras. Agentes de promocdo as exportagdes tentaram introduzir novas
praticas e atitudes em relacdo a cooperacdo entre empresas, mas nao obtiveram
sucesso. A questdo fundamental, portanto, é buscar entender porque as empresas
falharam em cooperar, apesar de varias iniciativas e investimentos realizados para
promover acles coletivas. O artigo fornece algumas explicagdes possiveis que
sugerem implicacOes para outros clusters brasileiros. Por fim, a conclusao fornece
algumas recomendacGes para formuladores de politicas publicas sobre o desenho
de programas de promocao as exportaces. O terceiro e Ultimo ensaio, intitulado
“A Coordenag¢do de Redes de Promogdo as Exportagdes para as Industrias
Criativas”, examina por meio do uso do metodo do estudo de caso, as diferentes
abordagens adotadas por trés paises bem-sucedidos no apoio a internacionalizacéo
de suas industrias criativas, a partir da perspectiva interorganizacional, com foco na
coordenacdo de redes. O estudo fornece evidéncias empiricas de como diferentes
abordagens, da centralizacdo da rede de promocdo as exportagbes a
descentralizacao dos esfor¢cos de promocéo, e de uma coordenacao mais frouxa até
uma mais rigorosa, podem ser usadas para promover as exportagdes de empresas
pertencentes as industrias criativas. Os resultados também sugerem que cada
contexto pode exigir uma abordagem diferente para a coordenacdo das atividades
das Instituices de Apoio ao Comércio Exterior. O grau de desenvolvimento
econdmico de cada pais, os recursos disponiveis, a maturidade da industria, bem
como, questdes culturais, podem desempenhar seu papel na determinacdo da

abordagem mais adequada para cada pais e setor.

Palavras-Chave

Promocdo as ExportacOes; Programas de Promocdo as Exportacdes; Redes
de Promogdo as Exportacdes; Instituicbes de Apoio ao Comércio Exterior;
Organizagbes de Apoio ao Comércio Exterior; Agéncias de Promogdo as
Exportacbes; Barreiras as Exportagfes; Internacionalizagdo;  Cluster;
Internacionalizacdo de Clusters; Internacionalizacdo de PMEs; Industrias Criativas,
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1
Chapter 1 — Introduction

This introduction chapter sets the foundations that support the development
of this PhD thesis. After introducing the research rationale, it goes on establishing
the research context and some key concepts adopted. Subsequently, it offers an
overview of both barriers and export promotion literatures, followed by the
theoretical and practical relevance of the study, further endorsed by the author’s

research motivation. The chapter concludes by presenting the structure of the thesis.

1.1.
Research Rationale

Foreign trade provides significant benefits to countries from both
macroeconomic and microeconomic perspectives. From a macroeconomic point of
view, exports allow increasing foreign exchange reserves and generate employment
opportunities, consequently leading to improved living standards. The statistical
data collected by World Trade Organization (WTQO) to examine the evolution of
global trade over the past decade, presented in the most recent edition of World
Trade Statistical Review (2017, p.5), confirmed “that trade has continued to support

economic growth and development, helping to reduce poverty around the world®.”

From a microeconomic perspective, exports stimulate the development of
competitive advantages, reducing idle production capacity, raising technological
standards, powering profitability, intensifying return on investments, and
enhancing firms’ financial conditions (e.g. Barker and Kaynak, 1992; Julian and
O’Cass, 2004; Eldik and Viviers, 2005; Leonidou et al., 2007; Arteaga-Ortiz and
Fernandez-Ortiz, 2010). Moreover, globalization forces — such as advances in
technology, reduction of cross-border trade barriers, increasing consumer demand,

convergence of consumer tastes, higher level of competition —have also been acting

1 According to this WTO Report, world merchandise exports reached USD 16 trillion corresponding
to an increase in value of around 32% since 2006, while world exports of commercial services
reached a total of USD 4.77 trillion, showing an increase of approximately 64% for the same period.
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as decisive drivers for firms’ export growth, particularly to the small and medium-

sized enterprises (SMESs).

Moreover, the literature claims that exporting acts as the catalyst of growth
opportunities and an important defense of a company’s market position in its
domestic market, favoring its long-term survival and growth (e.g. Leonidou,
Katsikeas and Samiee, 2002; Eldik and Viviers, 2005). Indeed, in their research,
Lee et al. (2012), found out that technology-based SMEs’ expansion to foreign
markets increase their probability of survival, allowing them to avoid the challenges

of competing in the domestic market with larger and more experienced firms.

Concurrently, SMEs export performance is of utmost importance since they
are responsible for a significant portion of economic activities and could amplify
substantially exports outcome at the aggregate level. In fact, according to the
Organization for Economic Cooperation and Development — OECD (2017, p.5),
“SMEs play a key role in national economies around the world, generating
employment and value added and contributing to innovation”, besides being
fundamental for delivering more inclusive globalization and growth as well as
environmental sustainability. As highlighted by Kahiya et al. (2014), a convincing
literature has also been produced by economists like Cardoso and Soukiazis (2008),
Marin (1992), Narayan et al. (2007), and Siliverstovs and Herzer (2006) to
empirically support the benefits of SMEs’ export development at country level.

At the same time, OECD (2017, p.15) also advocates that “the ability to
access strategic resources is critical for SME competitiveness”, and called the
attention to the fact that

“specific barriers and market failures may prevent SMEs from accessing strategic
resources, including finance, management capacity and skills, and knowledge
networks, placing them at a competitive disadvantage in the global and digitalised
economy (p.15)”.

In fact, the relevance of exporting SMEs to the long-term economic and
social development of most countries has been motivating policymakers and
practitioners to detect ways to encourage their participation in international

markets, mitigating export barriers (Kahiya et al., 2014).
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The existence of market failure provides the rationale for government export
promotion activities. From a resource-based perspective, the inability of SMEs to
successfully expand abroad due to their lack of sufficient internal resources, know-
how, and information about foreign markets may be seen as a condition of market
failure, therefore endorsing government’s participation in export promotion
initiatives (Wilkinson and Brouthers, 2006). Following the advice of Singer (1990),
Wilkinson and Brouthers (2006, p.235) stated that “the first step in developing a
theoretically-based understanding of export promotion is to address the problem

posed by market imperfections which inhibit the exporting efforts of SMEs.”

In accordance with this rationale and building on the existing knowledge,
the aim of this thesis is to contribute to the investigation of export promotion

services and systems in three essays.

1.2.
Research Context

The extant International Business literature strongly acknowledges
internationalization as decisive for competitiveness and economic development
(e.g. Te Velde, 2007; Wright et al. 2007; Dunning and Lundan, 2008; Banno and
Sgobbi, 2010). Indeed, exports have been consistently considered crucial from a
government’s perspective, impacting fiscal and monetary policies, and ultimately
influencing the level of economic and social development of nations. These
assumptions are behind the increase of public intervention all around the globe to
motivate firms’ internationalization. Governments’ export promotion policies
reveal their commitment to outward orientation and their belief on the important
role played by exports on the development of their countries’ economies (Miocevic,
2013). In the words of Faroque and Takahashi (2012), “export promotion
constitutes an integral part of government’s foreign trade policy as well as political

manifesto (p.2)”.

Many governments, including some of emerging economies, have
understood the importance of developing foreign trade promotion strategies for

boosting sustainable economic growth. Some examples are presented by Meyer and
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Klasen (2013) in their work about governments’ role in supporting their economies.
They pointed out, as an example, China’s strategic use of government institutions
to become a relevant player in trading with the Sub-Saharian Africa, financing the
growth of important sectors in Angola, Nigeria, Ghana and Mozambique, such as
Construction and Telecommunications, nurturing both domestic and global trade.
According to the authors, other countries, such as Russia and Qatar, were also

developing financial schemes to support SMEs in diverse sectors to go abroad.

From the academic point of view, issues associated to SMEs exports and
internationalization have also attracted growing interest, reflecting not only

“widespread recognition of the potential macroeconomic benefits to be derived
from a nation's greater involvement in international trade, but also that -- in an
increasingly global marketplace -- export operations often offer individual firms an
attractive alternative strategy for survival and growth (Bell, 1997, p. 585).”

However, despite academic researchers’ and policymakers’ efforts,
evidence indicates that SMEs continue to underperform in international markets.
As per OECD (2017, p.11),

“overall, SMEs tend to be under-represented in international trade. Across OECD
and non-OECD Members, few SMEs export directly and for those that do, exports
typically represent a lower share of trade turnover (relative to larger firms) and
generally target neighboring countries.”

The International Business (IB) body of knowledge claims that exporting is
particularly convenient to SMEs as an entry mode to international markets due to
its significant degree of flexibility, restricted resource commitment and risk
exposure (e.g. Young et al., 1989). Nevertheless, the lack of sufficient resources
and capabilities for obtaining the required information to allow successfully
expanding to new markets tend to refrain their export endeavors in the absence of
government support (e.g. Reid, 1981; Seringhaus and Botschen, 1991; Tannous,
1997; Wilkinson and Brouthers, 2006; Williams, 2008; Durmusoglu, Apfelthaler,
Nayir, Alvarez, and Mughan, 2011; Freixanet, 2012; Moore and Carter, 2015). Not
surprisingly, export promotion programs are predominantly designed and delivered
to SMEs (Zia, 2008). In the critical review by Peiris et al. (2012) covering studies

on international entrepreneurship published from 1992 to 2012, government
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assistance appeared in the fifth position among the 14 most important motivations

to enter new markets abroad.

The knowledge about the barriers that inhibit non-exporters from expanding
abroad and hinder current exporters from maintaining profitable ventures in
international markets constitutes the basis upon which stakeholders can develop and
successfully deploy export promotion programs (Shoham and Albaum 1995; Crick
2004; Kahiya, 2014). Hilton (2005, p. 20) advocates that “the challenges and
barriers to entry that small and medium sized businesses face in the international
market is not news. How we deal with these challenges, however, is.” Indeed,
though many studies to understand the nature and role played by perceived
obstacles to exporting have been developed to date, many inconsistencies and gaps

still remain.

Regarding the literature on export promotion, the situation is almost the
same, that is, there is no conclusive empirical evidence on export promotion
adequacy to the SMEs’ needs, nor on a positive influence on the firm’s export
performance, which is eventually the holy grail of export promotion for all
interested stakeholders - managers, policymakers and taxpayers (e.g. Gillespie and
Riddle, 2004; Brewer, 2009; Freixanet, 2012).

All these shortcomings call for research to reduce the gaps encountered and

contribute to enriching export barriers and export promotion knowledge.

1.2.1.
The Creative Industries: the research locus

The increasing relevance of the service sector for both developed and
developing countries has turned it into a driving force of global economy, as well
as an indicator of economic progress. Indeed, since 2008, services have accounted
for more than 50% of GDP in low-income countries, and their importance shows
an upward trend as these economies develop (e.g. Cali et al., 2008). At the same
time, the creative industries, specifically, have expanded at a particular fast rate,

both in terms of job creation and income and exports (Oliveira et al., 2013).
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Moreover, products and services generated by the creative industries have high
income elasticity, allowing their international trade to be less impacted by world
crises (Howkins, 2013).

The term creative industries was adopted in the late 1990s to describe a
range of activities with strong cultural roots, combining some of the oldest activities
known and others which only came to light most recently, with the arrival of digital

(13

technology. Nowadays, “... the concept of the ‘creative industries’, and their
importance, is recognized by almost every government in the world and is
beginning to give way to a much more inclusive idea of a wider ‘creative economy’”
(Newbigin, J., 2018). According to Peters (2010, p.69),

“...there is now widespread agreement among economists, sociologists and policy
analysts that creativity, design and innovation are at the heart of the global
knowledge economy: together creativity, design and innovation define knowledge
capitalism and its ability to continuously reinvent itself. Together and in
conjunction with new communications technologies they give expression to the
essence of digital capitalism — the ‘economy of ideas’ — and to new architectures
of mass collaboration that distinguish it as a new generic form of economy different
in nature from industrial capitalism.”

Peters (2010, p.70) goes on stating that knowledge,

“...unlike other commodities... operates expansively to defy the law of scarcity
that is fundamental to classical and neoclassical economics and to the traditional
understanding of markets... In other words, knowledge and information, especially
in digital form, cannot be consumed. The use of knowledge or information as
digital goods can be distributed and shared at no extra cost and the distribution and
sharing is likely to add to its value rather than to deplete it or use it up.”

The definition of the creative industries adopted by each country varies
substantially, hindering the process of measuring their economic contribution.
Moreover, the impact of the creative activities on other economic sectors, especially
in the use of digital technologies, should also be taken into consideration when
trying to determine their economic weight. Furthermore, it is important to
acknowledge that the combination of culture and commerce, represented by the
creative industries, must be seen as a powerful strategy to grant competitive
advantage to the image of a country. It is also noteworthy the substantial impact of
the creative economy on the level of employment. Contrary to jobs in other industry
sectors, which are estimated by researchers at Oxford University to drastically

disappear, due to their replacement by machines, a 2015 study by the innovation
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foundation based in the UK - National Endowment for Science, Technology and
the Arts (Nesta) -, showed that the creative sector seemed to be considerably
immune to this threat. According to Nesta’s study, 87% of highly creative jobs in
the UK present minimal or no risk of being substituted by automation (Newbigin,
2018). Indeed, Newbigin (2018) stresses that

“...the more policy analysts and statisticians around the world thought about how
to assess the true impact of the creative industries the more it became apparent that
much more fundamental rethinking was necessary.”

According to a study commissioned by CISAC, the International
Confederation of Authors and Composers Societies, to EY?, with the participation
of Oxford Economics®, the cultural and creative industries generated revenues of
US$2,250 billion in 2013*, widely exceeding those of telecom services (US$1,570
billion globally), as well as India’s GDP (US$1,900 billion), being the driving force
of the digital economy. Moreover, they were responsible at that time for the creation
of nearly 30 million jobs worldwide (EY, 2015). Furthermore, according to the
2015 Director-General of UNESCO, Irina Bokova,

...”in addition to its economic benefits, the cultural and creative industries generate
nonmonetary value that contribute significantly to achieving people-centered,
inclusive and sustainable development.” (EY, 2015, p.5).

Additionally, the CISAC’s research showed that culture and creative
industries are crucial for the economic development of both mature and emerging
markets, influencing not only income and job generation, but also export revenues.
Nevertheless, the study also called the attention to many challenges to the creative
industries’ growth, reinforcing the need of more structuring supportive policies to
tackle them. Indeed, governmental policies and the coordination of public and
private efforts seem to be mandatory to guarantee the fertile ecosystems needed to
encourage creative industries’ growth and consolidation (White et al., 2014; EY,
2015).

2 Formerly Ernst & Young, EY is one of the world’s largest professional services firms.

3 Oxford Economics is a leader in global forecasting and quantitative analysis.

4 To measure revenues, the study adopts an approach based on final consumer and business markets
(B2C and B2B), primarily at retail prices (without indirect taxes). Informal sales, defined as cultural
goods and services sold through unofficial distribution channels by producers and retailers, are
included in the estimates, as well as public license fees for the audiovisual sector (TV and radio).
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The creative economy is also an important part of global trade. In 2012, the
global market for traded creative goods and services amounted approximately to
US$547 billion, showing an increase of around 83% in a decade, revealing the
strength and resilience of the sector in the face of the slowdown experienced by the
global economy (UNCTAD, 2015).

For the purposes of the study Cultural and Creative Industries — CCI —
encompass industries producing creative goods and services, defined by UNESCO
during its 2005 Convention on the Protection and Promotion of the Diversity of
Cultural Expressions as “activities, goods and services which... embody or convey
cultural expressions, irrespective of the commercial value they may have.”
Appendix 1 (p. 164) presents the 11 sectors composing cultural and creative

industries considered in the research.

1.3.
Definition of Key Concepts

Definitions of important constructs addressed by this PhD thesis are presented

below:

e Export barriers — any element or factor originated internally or externally that
impede, through concretely blocking or simply discouraging firms from

engaging and maintaining export endeavors

e Export Promotion Program (EPP) — public or public-private partnerships to

encourage firms to internationalize, reduce or eliminate export barriers, assist
in planning and preparation for exporting through both financial and non-

financial support.

e Trade Support Institution (TSI) — a broad set of organisations that offer support

to exporters, including export promotion, financing, quality, standards and legal
advice. These organizations can be public or private. Other terms that appear in

the literature with the same or very similar meaning are: Export Promotion
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Organization (EPO), Export Promotion Agency (EPA), Export Promotion
Institution (EPI), Trade Promotion Organization (TPO).

1.4.
Overview of the Literature

Exporting theoretical roots were first settled by economists. Theories
developed by Adam Smith, David Ricardo, and Raymond Vernon, among many
others, provided important insights into explaining international trade activities,
setting the grounds of international business thinking. As stated by Leonidou and
Katsikeas (2010), in their bibliographic analysis of IB research on exports from
1960 to 2007, the fact that exporting constitutes the most common way for several
firms to expand abroad attracted the attention of many business researchers since
the early 1960s, generating plentiful studies on the subject, “establishing it as a
legitimate field of academic inquiry within the international business discipline
(p.79)”. However, the authors also pointed out that, from a business perspective,
research into exporting has been frequently questioned and judged fragmented,
uncoordinated and repetitive.

Due to its perceived importance from a macroeconomic perspective,
government export promotion, specifically awareness of, usage, and effectiveness
of export promotion programs, was one of the first key research themes in the field,
as well as export barriers. Although showing a declining trend in recent years, it is
believed that there is still room for further investigation on both issues (Leonidou
and Katsikeas, 2010).

This PhD thesis departs, therefore, from the literature on export promotion
and on export barriers to set the theoretical background to which belong the specific

contributions of this work.


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

23

1.4.1.
Export Barriers

Most export barriers’ studies either attempt to disclose the structure and nature of
export barriers or try to unveil export barriers’ influence on the firms’
internationalization process and export performance (e.g. Ford and Leonidou, 1991;
Barker and Kaynak, 1992; Cavusgil and Yeoh, 1994; Leonidou, 1995a; 1995b;
Morgan, 1997; Suarez-Ortega, 2003; Tesfom and Lutz, 2006; Altintas et al., 2007;
Da Rocha et al., 2008; Pinho and Martins, 2010; Stoian and Rialp-Criado, 2010;
Bianchi and Wickramasekera, 2013).

Regarding the various classification schemes for export barriers, the main
criterion used is the locus of origin, that is, if they are internal or external to the
organization. Other concerns on the nature of export barriers address the eventual
differences in export barriers perceived by current exporters and non-exporters, as
well as differences faced by firms from different socio-economic contexts. The
dynamic nature of barriers is also reinforced by this literature. Some studies indicate
that barriers can be identified all along the internationalization process and their
nature, frequency, intensity and importance usually vary from stage to stage (e.g.
Czinkota, 1982; Leonidou, 1995b; Suarez-Ortega, 2003).

Concerning the relative importance of export barriers, studies show that
informational barriers seem to be the most disturbing ones relatively to SMEs (e.g.
Leonidou, 1995a). They tend to be more significant when firms try to enter a new
market or to introduce a new product than when they try to expand international
activities in countries to which they already export or to increase sales of a

previously exported product.

The relationship between export barriers and export performance is also
examined. Many studies state that export barriers are among the determinants of
export performance and that certain barriers have more effective impact on export
performance than others, remarkably informational barriers, lack of firm
competence and managerial characteristics (e.g. Stoian and Rialp-Criado, 2010; Al-

Hyari et al., 2012; Karakaya and Yannopoulos 2012). Another interesting finding
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reported is that although not affecting export performance directly, export support
activities have an indirect impact on it, reducing the barriers (Stoian and Rialp-
Criado, 2010).

Though many studies to understand the nature and role played by perceived
export barriers have been developed to date (e. g. Cavusgil et al., 1979; Leonidou,
1995b; Da Rocha et al.,, 2008; Doern, 2009; Uner, 2013; Adu-Gyamfi and
Korneliussen, 2013; Bianchi and Wickramasekera, 2013, Gil-Pareja et al., 2014;
Kahiya, 2017), many inconsistencies and gaps remain still. The absence of a sound
theoretical base, together with inadequate methodological choices have been
considered the most relevant explanations to these discrepancies. Differences in
geographic focus, industry, type of firm, type of product and time frame contexts
were also indicated by researchers as important flaws on the extant export barriers’

literature.

1.4.2.
Export Promotion

The rationale massively defended by researchers to justify the existence of
EPPs is that, by enhancing firms’ capabilities and competitiveness, they help firms
to overcome export barriers, ultimately boosting global export performance and

socioeconomic development.

Studies indicate that informational barriers are the main source of concern
to SMEs willing to go overseas, being consistently higher for them than for larger
firms (Lederman et al., 2010). Moreover, the need of export promotion is greater

when export barriers are high.

The literature shows that the effects of export promotion vary along several
dimensions, the temporal being one of them (e.g. Wilkinson and Brouthers, 2006;
Ayob and Freixanet, 2014;). While the need for public assistance may decrease over
time, regular exporters will still have some unavoidable export barriers to

overcome.
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In accordance with export barriers literature, the bulk of the most recent
literature on export promotion focus on its relationship to firms’ export performance
(e.g. Lederman et al., 2010, Freixanet, 2012; Van Biesebroeck et al., 2015). Indeed,
the impact of export promotion on export performance have been measured at the
firm and country levels. Several empirical studies have been performed to assess
the global impact of EPPs (e.g. Lederman et al., 2010; Hayakawa et al., 2014b).
Nevertheless, methodological flaws generate inconsistent research findings.
Consequently, research interest turned to the impact of EPPs on performance at the

firm level.

Studies concerning the impact of EPPs in firms’ performance attempted to
evaluate specific programs, whereas a few others were carried out to measure the
performance of EPPs collectively (Martincus and Carballo, 2010c; Freixanet,
2012). Moreover, EPPs’ performance was also evaluated by their adequacy to
firms’ needs; general perception of their usefulness; degree of their awareness and

usage; their indirect effects; and using different performance outcomes.

Despite all the extant literature, empirical evidence to justify the use and
evaluate the effectiveness of EPPs on firm export performance remains blurred. The
reasons attributed to these results limitations are associated to methodological
issues. “In fact, the conceptualization of the relevant constructs and their
interrelationships is far from holistic and comprehensive. It is in fact very narrow”
(Shamsuddoha et al., 2009b, p.88). Indeed, methodological limitations are among
the most relevant challenges in export promotion research and recommendations
are made to help scholars to improve future research on the subject, among them,

the need to adopt multidimensional measures and to use qualitative techniques.

1.5.
Theoretical and Practical Relevance

This thesis intends to contribute to both the academic literature and public

and private management.
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15.1.
Theoretical Relevance

Exporting is a central promising area of 1B that needs further attention,
especially considering the several challenges faced by firms due to the rise of
globalization, competition and integration. Export activity presents a complex and
dynamic nature, and “as such, systematic attempts aiming to introduce, apply, or
even redefine concepts, approaches, and tools are vital in further advancing,

expanding, and refining this discipline” (Leonidou and Katsikeas, 2010, p.88).

Interorganizational coordination is a key issue in export promotion
programs, but has not been examined in detail in the literature, showing both sides
of the problem (firms’ and TSIs’). In fact, a recent literature review on exporting
(Chabowski et al., 2018), although not considering export promotion as a separate
theme in the extant literature, recommends scholars to explore the theme of
interorganizational relationships, which “could also be applied in public policy”
(p.136). The review also points out that only recently these themes have started to

be researched.

Therefore, the theoretical contribution of this PhD thesis relies on the following

aspects:

e First, | confront the literature on export barriers faced by SMEs and export
promotion, in order to identify whether the latter has taken into account the
problems faced by SMEs in their quest to remove, or reduce, export barriers.
| contribute to the literature on exporting by pointing out gaps and

commonalities between the two literatures.

e Second, I empirically analyze and point out the mismatch between the firms’
needs and the trade support institutions’ efforts, and the coordination
failures associated to their actions, particularly distrust among firms, and

among firms and institutions.
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e Third, I use the literature on interorganizational relationships to examine
successful export promotion programs, and reveal to what extent
coordination mechanisms may help improve the effectiveness of the
networks of TSIs involved in these programs. | theorize on different models
of TSI networks, and suggest factors that could explain their adequacy to

different country characteristics.

1.5.2.
Methodological Relevance

Research on SMEs’ exporting has been largely empirical and descriptive,
lacking the theoretical foundations that could guarantee the development of a
significant export strategy literature. The same scenario can be observed relatively
to export promotion research. Studies on export promotion programs (EPPs) also
privileged empirical results over theoretical development and findings on the
effectiveness of the services provided were rather mixed and, therefore,

inconclusive (Wilkinson and Brouthers, 2006).

It seems that the quantitative research carried out so far on export promotion
services has not been able to provide an in-depth understanding of the relationship
between export promotion, export barriers and export performance, nor of the
processes and strategies pursued by TSlIs. Concerning this latter gap, the scarcity of
qualitative studies on EPOs (or TSIs) is criticized and its development encouraged
by Gillespie and Riddle (2004, p.470), who state that

"... EPO research can be enhanced by in-depth case studies that would fully
chronicle how macro- and micro-level variables, such as the EPO institutional
environment and EPO’s strategic choices, shape an EPO’s offerings.”

However, more than a decade later, there are very few qualitative studies on
EPPs and EPOs, perhaps due to the dominant economic perspective in this research

area.
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153
Practical Relevance

Encouraging expansion and diversification of exports leads to a more
dynamic and competitive business environment. An outward oriented economy
tends to allocate resources more efficiently, warranting the reduction of the trade
deficit, the creation of jobs, the enrichment of business opportunities, the
stimulation of technological developments, and the achievement of higher profits
(Cavusgil and Yeoh, 1994). In fact, economic growth is fundamental to
socioeconomic development. Without generating greater output and income, a
country cannot reduce poverty, unemployment, and other important structural
shortcomings. These issues are particularly relevant to developing countries and,
therefore, the existence of a positive relationship between growth and outward
orientation must be taken into consideration when establishing ways to improve
living standards. Those are the main motives supporting the practical relevance of

researching on export promotion services and systems.

At the same time, understanding how barriers impede the exporting process
is crucial in the attempt to understand why and how firms go abroad. Indeed,
barriers constitute the basis upon which EPPs are developed and successfully
implemented (Kahiya, 2014). By accessing those programs, SMESs may
complement their internal firm resources with external capabilities, overcoming
several important export barriers, therefore, enhancing the probability of being
successful in the international arena. Additionally, SMEs can also profit from the
knowledge originated by export barriers literature to develop winning strategies and
keep pace with market changes and trends (Kahiya, 2014), reinforcing the practical

relevance of the research on export barriers.

The practical relevance of export promotion studies was also supported by
Brewer (2009, p.130), who defended his viewpoint about the reasons behind the
declining trend of export promotion research and why it should be revived instead:

““...perhaps because of the difficulties in EPP research and the failure of researchers
to generate a consensus on outcomes, research in the area has waned significantly
over the last several years. This is unfortunate because in a globalizing world the
underlying questions of whether to have EPPs, and if so in what form, remain
important ones for all governments. Understanding the effectiveness of EPPs is
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also important for firms which would be in a better position to choose to participate
or not in such activities”.

Finally, public policymakers and TSIs can benefit from the observation of
what type of coordination failures may impact their activities, and from the practical
cases of TSIs that were successful due to their ability to develop TSI networks to

conduct EPPs and coordinate them.

1.6.
Research Motivation

During my first year in the Doctoral Program, Apex-Brasil — the Brazilian
Trade and Investment Promotion Agency, instituted a research project in
collaboration with the Research Center at PUC-Rio to which | am affiliated
(NUPIN - Center for International Business Research) to deepen the knowledge of
the internationalization process of service companies. | was then personally
assigned to investigate EPOs’ efforts by leading countries on promoting service
companies’ internationalization. The experience was extremely rewarding and

revealed problems associated to EPOs, as well as to other export promotion issues.

My subsequent engagement as a coach and consultant of an export capacity-
building program designed by Apex-Brasil to assist particularly SMEs in the pre-
export stage (PEIEX — Export Qualification Program)®, allowed me to dig deeper
on the subject, this time from the firms’ perspective, further increasing my research

interest on the subject.

Those practical experiences dealing with export promotion issues revealed
some substantial flaws. The quest for finding answers to mitigate those
shortcomings in the economics and IB literatures was frustrating, indicating the
need of future research to (i) further explore the interaction between export

promotion and export barriers, (ii) examine how to coordinate export promotion

> PEIEX focuses on disseminating export culture among Brazilian SMEs, enhancing their
competitiveness and indicating medium and long terms’ efforts necessary to qualify them to operate
in foreign markets. This is done by providing coaching and consultancy on best management
practices related to strategic management, human resources, finance, marketing, production/services
provision and foreign trade.
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efforts; and (iii) effectively impact SMEs’ export performance, giving birth to this
PhD thesis.

1.7.
Structure of the Thesis

The thesis comprises five chapters. The first one is introductory, presenting
the research rationale, context, relevance, motivation, key concepts adopted, and a
summary of the pertinent literatures — the export barriers and the export promotion

bodies of knowledge, as well as contributions and motivations.

The second chapter consists of an essay — “Export Promotion Services and
Firm Export Barriers: Do These Literatures Interact?” — that thoroughly examines
the two literatures, presenting their contributions and gaps.

The third chapter presents the essay — “Export Promotion Initiatives in a
Cluster” -, which describes how export promotion efforts failed in the evolution of
a fashion cluster, and examines the reasons that seem to explain this failure.
Particularly, the study looks at coordination failures among firms, and among firms
and institutions.

The fourth chapter presents the essay - “The Coordination of Export
Promotion Networks for the Creative Industries” -, that examines the different
approaches adopted by three successful countries in supporting the
internationalization of their creative industries. The study adopts an inter-

organizational perspective, focusing on network coordination.

The fifth chapter provides the research conclusions, summarizing the
contributions of the three essays, emphasizing the theoretical implications of the
revealed insights on export promotion services and systems. The chapter closes
with reflections on the applicability of the research outcomes and suggestions for

future research.

Finally, the sixth chapter presents the Bibliographic References.
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Chapter 2 - Essay 1 - Export Promotion Services and Firm
Export Barriers: Do These Literatures Interact?

It has been argued in the introduction chapter that the foundations of this
PhD thesis cover two streams of knowledge: export barriers and export promotion.
While the first literature comes mainly from the IB field, the second appears both
in the IB and the Economics literatures. This essay thoroughly examines these two
streams of studies, which to some extent have developed independently, presents
their contributions, identify their gaps, and provides recommendations for future
studies.

2.1.
Introduction

Why companies engage in exporting? A myriad of internal and external
factors associated with motivations to export are perceived by managers as having
a different frequency, intensity, or importance (Leonidou et al., 2007). Some of
them systematically seem to perform an important role in enhancing export
behavior, despite differences in context, such as the desire to increase sales, profits,
and growth; to avoid the troubles of a saturated domestic market; to reduce idle
production capacity; to exploit a unique product/service; to decrease home market
dependence; and to comply with international unsolicited orders (e.g. Leonidou et
al., 2007). These motives are often triggered by the influence of external and
internal background factors facilitating or inhibiting export behavior, such as
economic scenario, market size, infrastructure availability, corporate goals and
strategies, resources at hand, managerial competences and style, among others. In
other words, these positive stimuli are considered a necessary, but not sufficient

condition to push firms into new international endeavors (Leonidou et al., 2007).

Nevertheless, several other stimulating factors with a lower impact on
exports may have a supporting role that should not be despised since they could
gain strength under specific circumstances or enhance high impact stimuli

(Leonidou et al, 2007). Among those export inducements are those associated to
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export promotion services, such as encouragement by external agents and
government export incentives. Indeed, the authors claim that “export stimulation
should be seen as the synergistic outcome of a bundle of factors which changes over
time and under different conditions” (p. 753). In fact, efforts to increase exports

should tackle barriers perceived by managers as impediments to exporting.

The quest that the literature on export barriers should be germane to the
export promotion literature, explored by this essay, was supported by some
academic researchers. Kahiya (2014), for example, stated that the study of export
barriers

“... develops a dais for understanding the problems that inhibit current exporters
from sustaining profitable operations in overseas markets. With this wealth of
knowledge, various stakeholders can develop need-based stimuli to encourage non-
exporters to participate in export development or to equip current exporters with
the resources and assets fundamental to long-term international success (p. 333”).

2.2.
Barriers in Exporting Research

Export barriers are largely defined by the related literature as ‘“‘any
attitudinal, structural, operative or other obstacles that hinder or inhibit companies
from taking the decision to start, develop or maintain international activity”
(Leonidou 19954, p. 31). More recently, drawing on the extensive literature about
the subject, Arteaga-Ortiz and Fernandez-Ortiz (2010) restated this definition,
affirming that these obstacles could be described as any element or factor originated
internally or externally that impede, through concretely blocking or simply

discouraging, firms from engaging and maintaining export endeavors.

Some international trade barriers can be seen as intrinsic to the nature of
SMEs. From the firm-level perspective, SMEs have to put up with the liabilities of
newness and smallness, while in the international arena they have to struggle with
the liabilities of foreignness and outsidership (Stinchcombe 1965; Hannan and
Freeman, 1984; Zaheer, 1995; Johanson and Vahlne, 2009; Kahyia, 2014).

However, similarly to what occurs with export stimuli, export barriers alone

are not capable to discourage foreign trade. What turns these latent constraints into
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concrete obstacles is the presence of other factors normally associated with
distinctive characteristics of the owner-managers, the organization, and the context
in which the firm abides (Barrett and Wilkinson, 1985; Leonidou, 2004). In other
words, some barriers originate within the organization, that is, internally, and others
spring from the context in which the firm is embedded, that is, externally. In the
specific case of external barriers, their locus can be the home country as well as the

host country.

Barriers in exporting research has its roots in the late 1960s and early 1970s
but it was only in the eighties and nineties that it really blossomed. A literature
review on the subject was carried out searching through the main bibliographic
databases such as Ebsco, Emerald, Jstor, SCIELO, ScienceDirect, Scopus, Web of
Science, and other resources available as Google Scholar, assuring that it covered
the whole scientific production of the twelve major journals related to International
Business (Arenaro e Mello Dias et al., 2014), namely: Academy of Management
Journal, International Business Review, International Marketing Review, Journal
of Business Research, Journal of International Business Studies, Journal of
International Management, Journal of International Marketing, Journal of
Management, Journal of Management Studies, Journal of World Business,
Management International Review, and Strategic Management Journal. The
keywords used in the search were “export barriers”, “exporting barriers”, “barriers
to export”, “barriers to exporting”, “trade barriers”, “barriers to
internationalization”, “export constraints”, “export impediments”, “export
inhibitors”, “export hindrances”, “export stimuli”. Additionally, the search result
was compared with a list of 120 articles published on the topic between 1967 and
2015 prepared by Professor Eldrede T. Kahyia, at Victoria University of
Wellington, New Zealand, whose research interests include export barriers, and has
recently published several articles related to the theme. The analysis of the literature
produced in the last half century, totaling 130 peer-reviewed articles published in
English. The topics are organized according to the issues presented in the theoretical

and empirical literature on export barriers.
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2.2.1.
Barriers Perceived by Exporters and Non-Exporters

Barriers were examined from the perspective of current exporters, but also
from the point of view of non-exporters, that is, those who actually never exported
or exported only marginally, but also including those who had already exported
and, for some reason, had quitted foreign trade. The study of these multiple
perspectives brought to light two main types of export barriers — those related to
problems deterring firms from engaging in foreign trade and those associated with
problems encountered by firms that already operate internationally (Cavusgil et al.,
1979; Tesar and Terleton, 1982; Yaprak, 1985; Kedia and Chhokar, 1986; Burton
and Schlegelmilch, 1987; Cavusgil and Naor, 1987; Cheong and Chong, 1988;
Hook and Czinkota, 1988; Keng and Jiuan, 1989; Leonidou, 1995b; Kaleka and
Katsikeas, 1995; Campbell, 1996; Morgan, 1997; Pinho and Martins, 2010;
Katsikeas and Morgan, 1994; Morgan and Katsikeas, 1998; Sharkey et al. 1989;
Shaw and Darroch, 2004). Barriers acknowledged by non-exporters are essentially
subjective and perceptual, since they correspond to the owner-manager’s beliefs
and vision towards the subject (Leonidou, 2004; Uner, 2013). On the other hand,
barriers reported by actual exporters tend to refer to problems experienced on their
current international activities, whereas firms that abandoned their international
operations apprehend export barriers both from perceptions and actual experience
(Leonidou, 2004).

The main difference from barriers encountered by non-exporters and
exporters, as it might be expected, was that the first ones complained especially
about issues related to attitudinal obstacles as well as structural and informational
constraints (e.g. hurdles to obtain initial financing, lack of information about
exporting and foreign markets, and absence of contacts abroad), while the latter
indicated mainly barriers associated with procedural and operational matters (e.g.
excess of bureaucracy, transport difficulties, lack of trained personnel, shortage of
export incentives and working capital) (Kedia and Chhokar, 1986; Leonidou,
1995b). Another interesting result from a pioneer study carried out by Bilkey and
Tesar (1977) was that exporters who intentionally embraced export operations
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acknowledged relatively fewer barriers in comparison to those whose operations
were restricted to complying with unsolicited orders.

2.2.2.
Export Barriers and the Temporal Dimension

Barriers can be identified all along the internationalization process. Their
nature, frequency, intensity and importance vary from stage to stage. Furthermore,
barriers differ also among firms in the same export stage (Pavord and Bogart, 1975;
Johanson and Wiedersheim-Paul, 1975; Bilkey and Tesar, 1977; Bilkey, 1978;
Cavusgil and Nevin, 1980; Cavusgil, 1982; Czinkota, 1982; Tesar and Tarleton,
1982; Thomas and Araujo, 1985; Barrett and Wilkinson, 1985; Ford and Leonidou,
1991; Leonidou, 1995b; Suarez-Ortega, 2003). These findings highlight the
dynamic nature of barriers. Indeed, distinctive barriers presented in each stage can
even prevent firms to move on to subsequent stages. This phenomenon is essentially
due to firms’ idiosyncrasies associated to managerial and organizational aspects.
These firms’ distinctive characteristics are not only responsible for differentiating
barriers across stages, but also among firms, that is, each case is unique and

companies in the same internationalization stage can perceive distinct barriers.

Another aspect explored by some scholars is the temporal dimension. Some
longitudinal studies assess the influence of export barriers over time, assuming that
the institutional environment, for the good or for the bad, played a role on
internationalization. (Christensen et al., 1987; Tesar and Moini, 1998). Da Rocha
et al. (2008) show a considerable stability of barriers’ perception over time. Kahiya
et al. (2014), instead, found that their influence changes considerably over time,
suggesting that when a negative mood prevails in the export sector, barriers tend to
be overestimated. Similarly, Da Rocha et al. (2008) also indicate that barriers may

be more severely perceived during periods of economic decline.


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

36

2.2.3.
Types of Export Barriers

In the quest to better understand export barriers faced by SMEs, scholars
engendered various classification schemes. The main criterion used for this purpose
was whether they originate inside or outside the organization’s boundaries. Export
barriers are then mainly classified as internal or external to the organization. Some
researchers go further, separating external barriers into those associated with the
country of origin or with the host country (Cavusgil and Nevin, 1981; Cavusgil,
1984a; Cavusgil, 1984b; Gripsrud, 1990; Cavusgil and Yeoh, 1994; Cavusgil and
Zou, 1994; Leonidou, 1995a; Morgan, 1997; Tesfom and Lutz, 2006).

Moreover, classification addressed also the nature of the export barriers
(Alexandrides, 1971; Pavord and Bogart, 1975; Bilkey and Tesar, 1977; Bilkey,
1978; Rabino, 1980; Tesar and Terleton, 1982; Albaum, 1983; Kaynak and Kothari,
1984; Cavusgil, 1984a; 1984b; Yaprak, 1985; Bauerschmidt et al., 1985; Kedia and
Chhokar, 1986; Bodur, 1986; Karafakioglu, 1986; Edmunds and Khoury, 1986;
Kaynak et al., 1987; Christensen et al., 1987; Hook and Czinkota, 1988;
Miesenbock, 1988; Ghauri and Kumar, 1989; Keng and Jiuan, 1989; Sullivan and
Bauerschmidt, 1989; Gripsrud, 1990; Tseng and Yu, 1991; Barker and Kaynak,
1992; Yang et al., 1992; Morgan, 1997; Morgan and Katsikeas, 1997; Leonidou,
2004; Shaw and Darroch, 2004; Tesfom and Lutz, 2006; Da Rocha et al., 2008;
Pinho and Martins, 2010).

Leonidou (2004) categorize internal barriers as functional, informational,
and marketing-related, whereas external barriers are systematized as procedural,
governmental, task-related, and environmental. Table 1 presents Leonidou’s

detailed breakdown of export barriers into these categories.
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Table 1 — Classification of Export Barriers according to Leonidou

Limited information to locale/analyze markets

. Problematic international market data
Informational

Identifying foreign business opportunities

Inability to contact overseas customers

Lack of managerial time to deal with exports

Inadequate/untrained personnel for exporting

Functional
Lack of excess production capacity for exporters

Shortage of working capital to finance exports

Developing new products for foreign markets

Adapting export product design/style

Product Meeting export product quality standards/specs

Meeting export packaging/labeling requirements

Internal - - -
Offering technical/aftersales service

Offering satisfactory prices to customers

Price Difficulty in matching competitors' prices

. Granting credit facilities to foreign customers
Marketing

Complexity of foreign distribution channels

Accessing export distribuition channels

Distribuition |Obtaining reliable foreign representation

Barriers . ; .
Maintaining control over foreign middleman

Difficulty in supplying inventory abroad

Unavailability of warehousing facilities abroad

Logistics - —
Excessive transportation/insurance costs

Promotion |Adjusting export promotional activities

Unfamiliar exporting procedures/paperwork

Procedural Problematic communication with overseas customers

Slow collection of payments from abroad

Lack of home government assistance/incentives

Governmental
Unfavorable home rules and regulations

Different foreign customer habits/attitudes
Task

Keen competition in overseas markets

External —— - —
Poor/deteriorating economic conditions abroad

Economic
Foreign currency exchange risks

Political instability in foreign markets

) Political-Legal
Environmenta| Strict foreign rules and regulations

Unfamiliar foreign business practices

Socialcultural |Different socialcultural traits

Verbal/nonberbal language differences

Source: Leonidou, 2004, p. 283.

Finally, Arteaga-Ortiz and Fernandez-Ortiz (2010), considering the
heterogeneity of classifications in the extant literature, made an attempt to
homogenize export barriers measurement, clustering them into four generic
categories: knowledge, resource, procedure, and exogenous. Table 2 shows these

groups in detail.
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Table 2 — Classification of Export Barriers according to Arteaga-Ortiz
and Fernandez-Ortiz (2010)

Knowledge Barriers

Lack of information on export markets
Difficulties to identify opportunities in foreign markets
Ignorance about basic aspects of exporting
Lack of knowledge on export assistance programs
e Ignorance about the benefits deriving from export activity
Resource Barriers
e Insufficient production capacity
Lack of capital or credit to finance export sales
Lack of finance for market research
Difficulties related to international means of payment and their high cost
Difficult/slow collection of payments abroad
Lack of local banks with adequate international expertise
Lack of staff for export planning; lack of export specialists; difficulties in hiring personal
or organizations qualified to perform certain export-related tasks
Procedure Barriers

e Complexity of the documentation or bureaucracy associated with exports
Cultural and linguistic barriers
Differences in product usage in foreign markets
Logistical difficulties
Locating a suitable distributor or distribution channels
Tariff barriers
Non-tariff barriers (e.g. standardization and homologation of the product, or health,
phytosanitary)
e Transportation costs and shipment arrangements
Exogenous Barriers
e  Competition in foreign markets
e Inadequate exchange rates policies
o Political instability in the host country
Source: Organized by the author based on Arteaga-Ortiz and Fernandez-Ortiz (2010)

Besides, some firm characteristics that have the potential to influence export
barriers are firm age, firm size, firm ownership, export orientation, export
experience and frequency of exports (Korth 1991; Shoham and and Albaum, 1995;
Campbell, 1996; Leonidou, 2000; Da Silva and Da Rocha, 2001; Hornby et al.,
2002; Barnes et al., 2006; Lopez, 2007; Welch et al., 2008; Kahiya, 2013).

Another distinction has to do with the country’s level of development; firms
from different from different socio-economic contexts may face different barriers.
Several studies have been conducted on this assumption (Kahler and Kramer, 1977,
Colaiacovo, 1982; Bodur, 1986; Karafakioglu, 1986; Figueiredo and Almeida,
1988; Weaver and Pak, 1990; Brooks and Frances, 1991; Karakaya and Stahl, 1991;
Kaleka and Katsikeas, 1995; Burgess and Oldenboom, 1997; Karakaya and Harcar,
1999; Smith et al., 2006; Tesfom and Lutz, 2006; Ahmed et al., 2008; Altintas et
al., 2007; Doern, 2009; Koksal and Kettaneh, 2011; Saeed and Vincent, 2011; Adu-
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Gyamfi and Korneliussen, 2013; Uner et al., 2013). Some of the barriers that seem
to grieve firms from developing countries are cultural (Kahler and Kramer, 1977,
Karakaya and Stahl, 1991); related to product quality acceptance and logistics
management (Neupert et al., 2006); originating from financial inhibitors (Ahmed et
al., 2008) and, more generally, resulting from the lack of resource commitment
(Adu-Gyamfi and Korneliussen, 2013).

A literature review by Tesfom and Lutz (2006) covered the period 1980—
2004 with the aim of classifying export barriers encountered by manufacturing
SMEs from developing countries. They conclude that export barriers faced by these
firms are multi-dimensional and closely interrelated, suggesting to categorize them
into internal barriers (comprising company barriers and product barriers) and
external barriers (industry barriers, export barriers and macro environment
barriers). Nonetheless, the results of their study led to the conclusion that export
barriers faced by manufacturing SMEs in developed and developing countries were

very much similar.

Investigating whether diverse cultural settings can generate different
barriers, Kaynak and Kothari (1983) are among the first to consider cross-cultural
differences associated with export barriers. Later, some other scholars (e.g. Sullivan
and Bauerschmidt,1989; Smith et al., 2006) also addressed this issue.

2.2.4.
Relative Importance of Export Barriers

In a review of 35 empirical studies on the impact of export barriers in
developed countries (USA and European countries) and emerging Asian
economies, Leonidou (1995a) concludes that informational barriers (availability of
restricted knowledge on foreign markets) seemed to be the most discouraging
barrier for SMEs. This finding was later supported by Julien and Ramangalahy
(2003), who point out that research conducted in the prior two decades blamed the
lack of SMEs involvement and success in exports ventures to their inability to

obtain information and acquire knowledge on foreign markets.


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

40

Despite the advancement of communication technologies, information
incompleteness continues to be a hindrance to firms desiring to expand abroad.
Nevertheless, international networks seem to unburden the costs of acquisition of
information on foreign markets and operations during the firm’s export decision
process (Gil-Pareja et al., 2014). In fact, the literature on international business
networks indicates that information-sharing networks can overcome export barriers
among diasporic ethnic minorities or business groups (Rauch, 2001; Anderson and
Marcouiller, 2002).

Research findings also indicate that export barriers tend to be more relevant
when SMEs try to enter a new foreign market or attempt to introduce a new product
(extensive margins) than when they experiment increasing sales of a previously
exported product or try to expand their international activities in countries to which
they already export (intensive margins) (Martincus and Carballo, 2010a; 2010b;
Gil-Pareja et al., 2014). Martincus and Carballo (2010b, p.439) explained that

“...when exporting to a new destination, firms must learn, among other things,
about the alternative ways and respective costs of shipping their merchandise, the
tariffs/nontariff measures, and technical regulations applied on their goods, both
for the home country and for competing countries; domestic consumer preferences
relevant for the salability of the good to be traded; the distribution channels, in
general, and potential business partners, in particular; and the main marketing
strategy of incumbent firms” (p.439).

The authors conclude that gathering all this information demanded
performing costly market-specific studies that can prevent firms from pursuing their
new foreign endeavors. The lack of information seems also to be more disturbing

when exporting differentiated products.

2.2.5.
Export Barriers and Export Performance

The relationship between export barriers and export performance has been
considerably investigated (Bauerschmidt et al., 1985; Christensen et al., 1987; Aaby
and Slater, 1989; Barker and Kaynak, 1992; Katsikeas, 1996; Leonidou, 1995a;
1995b; 2000; Moini, 1997; Zou and Stan, 1998; Dosoglu-Guner, 1999; Julian and
Ahmed, 2005). Altintas et al. (2007), examining SMEs in Turkey, find that certain

barriers have more effective impact on export performance than others, such as
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procedural barriers and competition in foreign markets. Mavrogiannis et al. (2008),
studying the Greek food and beverage industry, establish that trade barriers and
export problems are among the determinants of export performance. Al-Hyari et al.
(2012) determine that economic, political, legal, governmental, financial, and
informational barriers have a significant negative impact on the export performance
of SMEs in Jordan. Karakaya and Yannopoulos (2012) confirm that higher export
barriers led to lower export performance and that the most important barrier to
export performance is the lack of firm competence. Moreover, although not
affecting export performance directly, export support activities have an indirect
impact, reducing the barriers. Another study conducted by Stoian and Rialp-Criado
(2010) suggest that managerial characteristics may play the role of export barriers
and impact export performance. Bianchi and Wickramasekera (2013), while
investigating Chilean wineries, assess that exchange rate variability, problems in
selecting reliable distribution channels, and limited government support are the
major hindrances to firms’ export performance. Finally, researching upon the
impact of resource commitment, management experience, firm size, and
internationalization on export performance, using internal export barriers as an
intervening variable, Adu-Gyamfi and Korneliussen (2013) surprisingly show that

internal export barriers are positively related to export performance.

2.2.6.
Gaps in the Export Barriers Literature

The examination of the export barriers literature provides several insights as
to its strengths and weaknesses. In this section, some of the gaps in the extant

literature are highlighted.

Although many studies on export barriers have been carried out, they show
important inconsistencies, due to several reasons. The most relevant is the absence
of a sound theoretical base backing up the majority of the literature produced to this
date (Kahiya, 2013). Such literature can be considered essentially phenomena-
based, which is not unusual in several areas of research in business. For example,
Beamish and Lupton (2016) show that part of the research on cooperative business

strategies is grounded on phenomena-based research.
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Other flaws relate to differences in context — geographic focus, industry
focus, type of firm, type of product, time frame — and differences in research
methods (Da Rocha et al.,, 2008). Despite the efforts of Arteaga-Ortiz and
Ferndndez-Ortiz (2010) to improve the measurement of the export barriers
construct, proposing and validating a standardized export barriers scale, there is no
measure commonly adopted, thus preventing comparison of results. Another
important inaccuracy of export barriers’ research is that the bulk of studies
concentrates on the perceived dimensions of export barriers, without taking into
consideration that perceived and actual barriers do not necessarily match. Indeed,
according to Kedia and Chhokar (1986), a barrier considered very important for
exporting is not inexorably a major problem for the firm. Equally troublesome is
the fact that the majority of the studies are cross-sectional, disregarding the
evolutionary character of export barriers (Bell, 1997; Doern, 2009; Kahiya, 2013).

In addition, one of the earliest studies that empirically investigated export
barriers, conducted by Alexandrides (1971), already stressed the fact that barriers
also varied among industries, that is, many barriers are industry-specific, as later
shown by Kedia and Chhokar (1986) and Cheong and Chong (1988). Bell (1997)
affirms that many existing sector-specific studies targeted traditional industries,
mainly manufacturing ones, setting aside vital industries to post-industrialized

economies, such as high-technology and service sectors.

Also, although the geographic scope of empirical studies has been enlarged
in recent years, there are still gaps related to export barriers research of emerging
countries, since most analyze firms from the United States and from European
countries. Besides, cross-national investigations are still very limited (exceptions
are Tesfom and Lutz, 2006; Doern, 2009; Saeed and Vincent, 2011; Uner et al.,
2013).

More recently, the analysis of the impact of export barriers on International
New Ventures (INVs) and Born Globals (BGs) attracted the interest of some
scholars (e.g. Uner et al., 2013; Baum et al., 2013; Kahiya, 2013). Baum et al.

(2013) conclude that some determinants of international new venturing varied
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depending on the perceived barriers to internationalization. Until then, research on
barriers to internationalization was mainly restricted to the direct effects imposed
by the potential obstacles to firm growth or firm internationalization. This
investigation examined variables that moderate the impact of export barriers.
Likewise, Kahiya (2014) suggests another potential effect of export barriers,
advocating that export barriers condition the path of internationalization and thus

should be modeled as a predictor rather than a dependent variable.

Some scholars believe that the shortcomings in export barriers research in
the methodological choices. Kamath et al. (1986) state that the prevalence of
logical-empiricist methodologies is responsible for producing incomplete and
sometimes even inaccurate insights about the phenomenon. This belief was also
shared by Bell (1997, p.592) who advocate that positivist methodologies and
especially the use of mail surveys “often fail to provide deeper insights on their
nature, underlying causes and ultimate effects”, and recommended the adoption of
methodological pluralism. Doern (2009, p.275), more than a decade later, insisted
on the adoption of “a more rounded methodology” and a qualitative perspective,
suggesting the need of “shifting the focus away from prediction to understanding,
and away from quantifying what kinds of barriers affect growth to exploring how

barriers may influence growth intentions and behaviours.”

2.2.7.
Summary of the Export Barriers Literature

Figure 1 summarizes the export barriers literature. As described earlier, the
bulk of the literature on export barriers is focused on describing the most important

barriers and the relationship of these barriers with specific variables.
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Integrative review

©)

Scale development

(€)

Theory development

(2)

Barriers inhibiting
international expansion

(77)

Export barriers literature
130 articles

Barriers prohibiting
international expansion

(35)

Barriers encouraging
deinternationalization

(5)

Barriers 'aid'
international
performance

(5)

Figure 1 — Thematic overview of export barriers research
Source: Adapted from Kahiya, 2017, p. 66

2.3.
The Export Promotion Literature

Broadly, export promotion programs (EPPs) can be viewed as public-private
partnerships, in which the initiative of going abroad is provided by the private
sector, whereas the public sector is in charge of offering the necessary support to
fully operationalize it (Cavusgil and Yeoh, 1994; Miocevic, 2013). EPPs comprise
financial and non-financial services. Lederman et al. (2010) suggested that they
could be divided into four main categories:

“...1) country image building (advertising, promotional events, but also advocacy);
2) export support services (exporter training, technical assistance, capacity
building, including regulatory compliance, information on trade finance, logistics,
customs, packaging, pricing); 3) marketing (trade fairs, exporter and importer
missions, follow-up services offered by representatives abroad); and 4) market
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research and publications (general, sector, and firm level information, such as
market surveys, on-line information on export markets, publications encouraging
firms to export, importer and exporter contact databases) [p.257].”

The main purpose of EPPs is to help companies, especially SMEs, to tame
export barriers (Wilkinson and Brouthers, 2006; Ayob and Freixanet, 2014),
stimulating their internationalization process. They are usually delivered by
government agents, trade associations and other private organizations which “...act
as catalysts, as often they are the first to trigger change and, in the process, provide
direction and support for continuous improvement and further adaptation to new
markets (Lefebvre et al., 2003, p.464).”

The literature suggests that the use of export promotion programs enhances
firms’ informational and experiential knowledge (Kotabe and Czinkota, 1992;
Singer and Czinkota, 1994; Shamsuddoha et al., 2009a), encourages managers’
positive attitudes and perceptions toward international ventures and boosts export
commitment (Singer and Czinkota, 1994; Shamsuddoha et al., 2009a;). Indeed,
EPPs can be interpreted as sources of educational knowledge which fill the gap of
SMEs internal resources toward achieving their export goals (Shamsuddoha et al.,
2009a).

Lederman et al. (2010) advocates that the need for export promotion is
greater when export barriers are high. Additionally, reinforcing the findings of
export barriers’ literature, the extant research on export promotion services
indicates that barriers to become a player in the international arena are consistently
higher for SMEs than for larger companies. More specifically, studies on export
promotion also disclose informational barriers as the primary source of trouble to
SMEs willing to get involved in international business, although other obstacles are
also revealed, such as capital scarcity, limited management skills, and several other
barriers raised by well-established firms and by governments (e.g. Lefebvre, 2003;
Tesfom and Lutz, 2008; Ayob and Freixanet, 2014).

Moreover, the effects of export promotion appear to vary along several

dimensions. According to Martincus and Carballo (2010a, p.203), “in general, the
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strength of these effects is likely to be related to the severity of the information

problems involved in the specific trading operations.”

Since the 1960s, the urge to understand different aspects of export promotion

has motivated much research interest in the field, but similar to what happened to

the export barriers literature, it was only in the nineties that it really evolved. In

general, the efforts made by researchers to advance knowledge on export promotion

can be classified into three main categories:

e Theoretical

and methodological

development,

i.e., discussions of

prescriptive nature aimed at formulators of public policies;

e Empirical research dedicated to the development of methodologies for

firms’ segmentation to unveil the most adequate type of assistance, and;

e Methodological investigations focused on the evaluation of export

promotion programs and instruments.

Figure 2 basically synthesized the evolution of export promotion literature

through the sixties until nowadays (Faroque and Takahashi, 2012, p.6)

- Only a few studies
- Very simple method of

analysis

- Mainly focus on
atributes of export
assistance

Figure 2- Chronological development of the

literature

Few studies
Simple methods
Mainly focus on
atributes of
export assistance
‘Impact of
assistance”
gained attention

- Broader focus
- Complex/advanced methods

started to be used

- USA & other developed
country dominant, but started -

to focus on developing
countries

- Attributive and need-based
studies predominating, witha -

remarkable increase in impact
studies

Source: adapted from Faroque and Takahashi, 2012

Focus narrowed down
Complex and much advanced
methods used

Developing country gained
attention

Impact studies increased twice
as much as 1990s

Attributive and need-based
studies reduced significantly

export promotion


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

47

The literature review on export promotion was carried out searching the main
bibliographic databases, such as Web of Science that encompasses most journals
with high-impact factors associated to International Business research (Arenaro e
Mello Dias et al., 2014), as well as using cross reference search, for the period
between 1990 and 2018. Keywords employed comprised “export promotion”,

9 ¢ 9 6

“export assistance”, “export support”,

2 ¢ 29 66

trade promotion”, “trade assistance”, “trade
support”, “export promotion program(me)s”, “export promotion agency(ies)”,
“export promotion organization(s)”’, “trade promotion organization(s)”’, “trade
support institution(s)”. The literature review resulted in around 80 peer-reviewed
articles, published in English, including seminal works published before the search

period. The analysis of this literature and its main findings are presented next.

2.3.1.

Export Promotion for Exporters and Non-Exporters and the Temporal
Dimension

Similar to the export barriers literature, the literature on export promotion
takes into consideration a temporal dimension, that is, the different stages of a

firm’s export development, including the pre-export stage, i.e. non-exporters.

The literature points out that during the pre-export stage, information and
training are fundamental to generate interest in going overseas (Bilkey, 1978;
Wiedersheim- Paul, Olson, and Welch, 1978; Morgan and Katsikeas, 1997; Ayob
and Freixanet, 2014). The need to improve exporting knowledge, methods and
practices — such as to develop foreign market channels, to adapt products and
services to foreign consumers’ preferences, to learn how to deal with customs
procedures and to prepare documents — call for managerial and technical training.
In addition, trade fairs, trade missions, and business matching are some examples
of EPPs to encourage potential and current exporters to expand abroad, by offering
firms the possibility of approaching foreign markets, meeting interested buyers and
receiving foreign orders (Wilkinson and Brouthers, 2006; Ayob and Freixanet,
2014).
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In addition to non-financial support, some EPPs also offer financial
assistance. The availability of capital to finance SME exporting in its early stages
can be paramount to allow those firms to enter foreign markets. However, as
indicated by Ayob and Freixanet (2014), commercial banks do not provide loans to
most SMEs. Besides, the authors recall that financial support offered through direct
and indirect subsidies, such as favorable exchange rate and fiscal incentives, can

also play an important role in stimulating new foreign endeavors.

While the need for public assistance may decrease over time, as new
exporters evolve in their internationalization process, becoming regular exporters,
some support will still be needed to overcome inevitable daily export barriers.
According to Ayob and Freixanet (2014, p.40), “...continuous assistance from the
government, especially on the marketing aspects, will ensure that exporters are able
to reach the next stage in the internationalization process and prevent export

withdrawal.”

Despite consensus in this literature that EPPs should be tailored according
to SMEs’ specific needs, it seems that very few of these programs are designed to

address the different phases of their export development (Lefebvre et al., 2003).

2.3.2.
Impact of Export Promotion on Export Performance

There are many reasons justifying the need to carry out a comprehensive

and accurate assessment of EPPs’ performance, and by extension, of TSIs. For
Freixanet (2012, p.1.066),

“The first motivation is the need to help export promotion organizations (EPOs) to
improve program design, adapt programs to company requirements and create
better implementation procedures. The second motivation is the importance of
increasing EPPs’ credibility in the eyes both of public opinion and of governments,
which ultimately finance export promotion. Finally it is necessary to give company
managers information about the role programs can play in their organizations (p.
1.066)”.

Attempts to measure the impact of export promotion on export performance
have been done at the firm and country levels. Several empirical studies have been
carried out to produce macro and aggregate evaluations of the global impact of
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EPPs (e.g. Mathur and Mathur, 1997; Mah, 2007; Lederman et al., 2010; Kang,
2011; Hayakawa et al., 2014b; Gil-Pareja et al., 2014; Van Biesebroeck et al.,
2015). However, “establishing a causal link between EPO services and national
export growth has proved problematic” (Gillespie and Riddle, p. 463). The authors
blame methodological weaknesses for inconsistent research findings. To begin
with, since not all firms make use of EPO services, it is not possible to obtain trade
statistics discriminating firms that use EPOs’ services of those that do not.
Moreover, the huge number of variables and environmental factors involved in
different economic scenarios interferes in national exports figures, making it
difficult to attain valid and reliable research results. As a consequence, scholars
turned their efforts to measuring the impact of EPPs on performance at the firm

level.

A substantial number of studies concerning the impact of EPPs on firms’
performance attempted to evaluate specific programs (e.g. Brouthers and
Wilkinson, 2006; Brewer, 2009; Creusen and Lejour, 2013; Gil-Pareja et al., 2015).
On the other hand, some efforts were also made to measure the performance of
EPPs collectively, using different methodologies, varying from surveys to cost-
benefit analysis and causal inference techniques (e.g. Pointon, 1978; Freixanet,
2012).

According to Freixanet (2012), EPPs’ performance was also appraised by
their adequacy to firms’ needs (e.g. Crick, 1995; Naidu and Rao, 1993); general
perception of their usefulness (e.g. Clarke, 1991); degree of their awareness and
usage (e.g. Martanges and Van Gent, 1991; Kanda et al., 2015; Ayob and Freixanet,
2014); and their indirect effect on other variables (e. g. Crick and Chaudhry, 1997).
Moreover, the literature also provides studies that assess EPPs’ impact using
different performance results (Francis and Collins-Dodd, 2004; Calderén and
Fayos, 2004), and, more recently, investigates the link between network promotion

role of EPPs and SMEs’ export performance (e.g. Haddoud et al., 2017).

Despite all these research efforts, empirical evidence to validate the use and
appraise the effectiveness of EPPs, in terms of export performance, continues to be

conflicting and limited (Lages and Montgomery, 2005; Shamsuddoha et al., 2009a;
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Freixanet, 2012). Freixanet (2012, p.1.066) points out that while some studies
indicate that EPPs play an important role in assisting firms to overcome export
barriers,

“... other studies show that there is a mismatch between company needs and
government assistance priorities, based on managers’ perceptions; that there is no
clear relationship between programs and export performance; or that companies
have little awareness of programs altogether and do not use them.”

According to the author, the reasons behind these conflicting results are
related to difficulties of measuring and comparing EPPs’ impact. To overcome

them, he recommends the following methodological adjustments:

e The use of multidimensional performance outcomes including both

objective results and managers’ perceptions;

e The use of contrast groups consisting of samples stratified ex ante with the
necessary number of firms representing different typologies: industry, size,

or international involvement segmentation;

e The need to differentiate between EPPs and TSIs, considering the

differences in content and objectives among distinct EPPs;

e The carrying out of longitudinal studies with a long enough time lag (in view
of the need to consider a time lag between the start of the EPP and the

materialization of its effects).

Brewer (2009) brings up some other challenges in assessing the impact of
specific EPPs: (1) the fact that typically they do not present self-stated, objectively
measurable performance indicators; (2) presumed EPP’s objectives may not be
relevant to a country’s macroeconomic interests, indicating the need to observe the
actual goals of EPPs’ managers (e.g., usefulness for firms does not necessarily
positively impacts foreign trade balance); and lastly (3) the assumption that as
EPPs’ managers do not wish to be related to unsuccessful ventures, trade missions,
for example, will tend to be organized around already successful firms, products

and markets, casting doubts about their actual effectiveness. The author concludes
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that “...there needs to be a much more closer connection between attempts at
empirical measurement and actual stated EPP program objectives (p.128).”

In fact, regarding the operationalization of export performance, Tesfom and
Lutz (2008, p.365) argue that “export promotion services will not automatically
result in firm sales but rather in increased knowledge and competence concerning

export market development”.

Concerning the need to acknowledge the different types of firms, some
studies propose that the stage of export involvement directly affects the relationship
between EPP’s use and export performance, and therefore this critical variable
should be taken into consideration when designing EPPs (Freixanet, 2012). In a
similar vein, some studies have investigated EPPs’ impact on the performance of
SMEs from developing countries (e.g. Durmusoglu et al., 2011; Martincus et al.,
2012).

Finally, although not very recent, it is worth mentioning Gillespie and
Riddle’s (2004), which examines the role of EPOs and suggest different

methodological approaches to examine the problem.

2.4,
Trade Support Institutions (TSIs)

Most empirical research concerning TSIs essentially investigate their ability
to generate awareness and use of EPPs to increase firms’ export performance
(Gillespie and Riddle, 2004). Additionally, some very few studies have attempted
to measure the impact of TSIs and their strategies on national exports, as the one by
Lederman et al. (2010) showing a statistically significant effect on exports of 103
developing and developed countries. Their study stresses the relevance of TSIs’
services in overcoming informational barriers. According to Gil-Pareja et al.
(2014), investments in gathering information generate positive externalities and,
therefore, justify the allocation of resources in TSIs. Nevertheless, Lederman et al.
(2010) indicate that the return tends to diminish as export promotion investments

significantly increase.
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Regarding organizational arrangements, strategic approaches, goals and
activities performed, TSIs may differ considerably across countries. Support
services can be offered by public organizations, private institutions, or a
combination of both (Tesfom and Lutz, 2008). Lederman et al. (2010), for example,
suggest that TSIs “...should have a large share of the executive board in the hands
of the private sector, but a large share of their budget should be publicly funded....
Moreover, for them, “the proliferation of small agencies within a country leads to

an overall less effective program” (p. 258).

Other research findings about the effectiveness of TSlIs indicate that their
services tend to be more effective in the presence of high market entry barriers
(Lederman et al., 2010) and when they promote the increase of the extensive margin
of exports of more differentiated goods, i.e., facilitate export diversification
(Martincus et al., 2010b).

Nevertheless, empirical evidence on the effectiveness of TSIs is still scarce
and considerably partial. Indeed, several factors hinder the assessment of these
institutions’ effectiveness. This difficulty appears to be even more prominent in the
case of TSlIs in developing countries (e.g. Tesfom and Lutz, 2008; Lederman et al.,
2010). Tesfom and Lutz (2008) associate these obstacles to the lack of well-defined
goals, the insufficiency of credible statistics, and causal ambiguity. Cavusgil and
Zou (1994) and Gengcturk and Kotabe (2001), however, believe that the major
problem to adequately assess TSIs performance is the variety of approaches and
measures used, indicating that there is no generally accepted criteria for

determining export success.

As highlighted by Gillespie and Riddle (2004), almost 15 years ago, but still
remains as a gap in TSIs’ research, is that

“...remarkably little research examines how EPOs [TSIs] decide which services to
offer. How do EPOs [TSIs] determine which types of firms to target? Why do EPOs
[TSIs] offer certain services in the first place? What motivates EPOs [TSIs] to
adjust these services over time? Why are some EPOs [TSIs] more efficient and/or
more effective than others in matching services to client needs or in increasing
awareness and use of their services? (p.462)”
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2.5.
Export Promotion Conceptual Framework

Similarly to export barriers research, the literature on export promotion is
more often phenomena-based than rooted on a theoretical perspective. One
perspective used by export promotion researchers in the field of IB has been the
Uppsala model (Johanson and Vahlne, 1977), especially when taking into
consideration “the different needs of exporters at different stages of the

internationalization process”, as noted by Faroque and Takahashi (2012 p. 18).

However, some authors have suggested a variety of theoretical perspectives
that could increase the theoretical and practical usefulness of research findings. For
example, Shamsuddoha et al. (2009a) suggest that, besides the Uppsala model, the
Resource-Based View (RBV) (Barney, 1991) could be useful to the extent that this
theory “proposes that competencies in the form of knowledge and expertise are
critical to superior organizational performance.” Since EPPs are designed to support
the acquisition of knowledge and the development of competencies, RBV could
provide a useful framework. A similar argument is presented by Sousa and Bradley,
(2009), Shamsuddoha et al. (2009b), and Banno et al. (2014).

Institutional theory, combined with RBV, is a suggestion for further
improvement of the theoretical foundations of export promotion research
(Miocevic, 2013). While RBV could be useful to examine internal barriers and
export promotion actions, institutional theory could guide the understanding of how
to overcome external barriers. Ngo et al. (2016) also suggests the use of institutional

theory in the specific context of TSIs from emerging countries.

Haddoud et al. (2017, p.70) add that institutional theory can also be helpful
by explaining “the enhancing role of institutional interactions on firms’
internationalization” and, specifically on the development of relational ties between
firms, which would help them to access partners’ resources “in the form of
intangible resources such as market knowledge, skills and expertise, and tangible

resources including raw materials, machinery and equipment.” Institutional theory
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could be combined with network theory, because the latter emphasizes the

development of business relationships in an international context.

2.6.
Gaps in the Export Promotion Literature

The analysis of the export promotion literature unveils its main strengths
and weaknesses. In this section, the most relevant gaps in the extant literature are
emphasized. Despite the considerable body of knowledge on export promotion,

results are mixed, and therefore not entirely convincing.

To begin with, regardless of the increasing number of Born Globals and
International New Ventures since the 1990s, the bulk of research is devoted to
traditional internationalizing firms (Faroque and Takahashi, 2012), indicating the
need to carry on more analysis of the specific export promotion needs of BGs and
INVs. Indeed, entrepreneurship also has implications for export promotion
researchers. As suggested by Faroque and Takahashi (2012, p.18),

“It is not enough to investigate only the impact of export assistance on export
performance of firm or venture because it has simultaneous impact on
entrepreneurial orientation (EO) (proactiveness, risk taking, and innovativeness) of
the firm (Mill Figure Xer 1983) as well as on the entrepreneurial process involving
opportunity search, recognition, and subsequent exploitation of international
markets.”

In addition, in spite of some recent significant efforts, most of the studies
conducted to date focuses on developed countries, calling for more research on
developing countries (Martincus and Carballo, 2008). At the same time, Ngo et al.
(2016) suggest the urge to explore the facilitating or inhibiting role of domestic
institutional ~ environments on export performance. Another important
recommendation to enlarge the export promotion body of knowledge is the

development of studies by industries, including the service sector.

On the other hand, Miocevic (2013) advocates the need to test the
effectiveness of EPPs from a societal perspective, that is, whether or not these

programs are effectively allocated. According to him, “at their very root, EP


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

55

programs should be treated as instruments of economic policy through which policy

makers distribute economic benefits according to the principles of justice (p. 6).”

Methodological limitations are among the most relevant challenges for
scholars interested in export promotion research. Most studies are cross-sectional,
export performance is typically measured only in terms of financial goals,
disregarding its unequivocal multidimensionality; EPPs are examined mainly
individually, setting aside their collective impact; and lack of qualitative studies to

offer in-depth knowledge to enable the buildup of specific explanatory theories.

2.7.
Summary of the Export Promotion Literature

Figure 3 thematically categorizes the export promotion literature reviewed.
As expected, the bulk of the literature produced during the period analyzed searched
to appraise EPPs or TSIs effectiveness from several different perspectives/impact
dimensions. Performance was the keyword for most researchers, who exhaustively
tried to demonstrate the relationship between program use and export performance.
Indeed, return on investments made on export promotion is of utmost relevance for

all stakeholders involved, particularly to taxpayers themselves.
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Figure 3 — A thematic overview of export promotion research

Source: elaborated by the author

Obs.: Numbers in parenthesis correspond to the quantity of articles related to each theme. Some
articles treat more than one theme and were classified in more than one box

2.8.
Conclusions

The analysis of the two streams of literature — Export Promotion and Export

Barriers — based on the works reviewed, shows that the number of studies directly
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matching export promotion programs and export barriers is extremely low,
considering all the exporting literature produced in the last almost thirty years. In
fact, it was only possible to identify four studies adopting this rationale, as shown
in Figure 3. Moreover, only one of them, published 25 years ago, tested empirically
export barriers vis-a-vis export promotion (Kotabe and Czinkota, 1992).
Nevertheless, it is important to state that although not always adopting the direct
relationship between EPPs and export barriers to empirically measure the
effectiveness of export promotion, this logic is often implicit in most studies, since
the EPPs being evaluated can be theoretically correlated to export barriers to be
removed, and are indeed. In any case, recognition of the connection between the
two sides of export promotion (firms’ needs and TSIs’ offer) does not guarantee an
objective assessment of the relationship between EPPs and the exports barriers they

are supposed to withdraw.

Additionally, this assessment of the literature indicates a greater interest on
researching export barriers than export promotion. Indeed, during this period, 97
studies were developed to deepen the knowledge about export barriers, contrasting
to 82 associated to export promotion issues. This does not mean necessarily less
interesting findings or insights about one subject in detriment to the other, but it can
be considered at least an intriguing evidence. Another intriguing finding is that,
with little exception, researchers studying export barriers are not the same studying
export promotion, as evidenced by Appendix 2 and 3. The literature strongly agrees
with the fact that export promotion is directly associated to the removal of export

barriers, therefore one would expect that both research fields would be intertwined.
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Chapter 3 - Essay 2 - Export Promotion Initiatives in a
Cluster

This essay analyzes the trajectory of the Cabo Frio beachwear cluster in
Brazil. Departing from the extant literature on clusters, the study describes the
stages of birth, take-off, growth, and maturity of the cluster, focusing specifically
on the attempts to promote exports by several institutions, private and public. The
results suggest that coordination failures are the major reason behind the inability
to internationalize, although one cannot dismiss the negative effects of the
overvalued Brazilian currency, as well as aspects internal to the firms. Change
agents have tried to introduce new practices and attitudes toward cooperation in
exporting, but failed to do so. The key issue, therefore, is why the firms in the cluster
failed to develop their export activities, despite several initiatives and investments
to promote collective actions. The paper advances some possible explanations, with

implications to other Brazilian clusters.

3.1. Introduction

Clusters, or industrial districts, can be described as concentrations of
economic activity in a specific geographic location that show a certain level of
specialization. Industrial clusters are characterized by a set of firms typically
operating in the same or related industries, together with an array of suppliers of
raw materials and parts, equipment manufacturers, as well as all types of public and
private supporting institutions. Several authors have pointed out the relevance of
industrial clusters. For example, Porter (1998, p.77) claims that location has become
even more important in a globalized world and sees clusters as “critical masses |[...]
of unusual competitive success in particular fields”. Scott (1996, p.391) suggests
that clusters are the “regional motors of the global economy”, a result of the

emergence of global value chains and changes in world capitalism.

A substantial body of the literature on clusters has addressed the question of
their evolution over time. According to a literature review by Martinez-Fernandez,

Cap0-Vicedo, and Vallet-Bellmunt (2012), studies on cluster lifecycle are the
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second most frequent type of research on the subject. Also, a bibliometric study by
Hervas-Oliver, Gonzalez, Caja and Sempere-Ripoll (2015, p.1842) consider the
topic as part of the “evolutionary economic geography” segment of the literature on

cluster and industrial districts.

However, fewer studies have looked specifically at the issue of a cluster’s
crisis and (even temporary) decline. Bergman (2008, p.114) advocates the need for
additional research to examine the process by which clusters may prosper initially,
“yet at the end exhibit fatal vulnerabilities.” Zucchella (2006, p.26) also indicates
that the birth and growth of clusters have received substantial attention in the

literature, but there are few studies on “their decline, crisis, and eventual renewal”.

In addition, the literature on clusters has given scant attention to the role of
Trade Support Institutions (TSIs) in cluster development, and, specifically, to their
export promotion activities to support the cluster’s internationalization. Few studies
have addressed in detail the role played by government-related organizations to help
these agglomerations of firms in the process of entering foreign markets. In fact,
some authors are not enthusiastic about the role of these institutions, as stressed by
Fisher and Reuber (2000, p.18):

“It is possible to develop sectors [clusters] through public policy initiatives,
although it remains an open question as to how sustainable these sectors are, and
whether particular success stories can be replicated elsewhere. Moreover, different
sectors face different challenges, because of their different histories, socio-cultural
underpinnings, and sectoral bases.”

Other authors, however, are more optimistic about the interference of
government-related institutions in clusters. For example, Parrilli and Sacchetti
(2008, p.396) suggest that “public stimuli instigated by such institutions may create
a number of local dynamic enterprises”, and Maffioli, Pietrobelli and Stucchi
(2016) claim that, despite the lack of evidence on the effectiveness of government-
sponsored cluster development programs, these programs can be necessary when

coordination mechanisms internal to the cluster fail.

This study aims, therefore, at examining the lifecycle of a relatively small
beachwear cluster of Cabo Frio, a seaside resort located in the Northern coast of the
state of Rio de Janeiro, Brazil, which has received substantial support from
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government agencies and, particularly, government-related institutions. In spite of
this, the cluster has not succeeded in its internationalization efforts. The following
research question guided the study: Why the beachwear cluster of Cabo Frio failed
to serve international markets despite private and public efforts to develop the
export activity? The contribution of the study relies on the in-depth and longitudinal
analysis of a cluster, permitting to get a better understanding of a failure in export

development initiatives, as well as of the related dynamics of the cluster.

This essay is organized as follows. After this introduction, the literature
review focuses on three topics: first, the evolution process of clusters, as theorized
by different scholars; and second, the literature on cluster internationalization,
focusing specifically on the different public and private actors involved. The
following section presents the methodology adopted, the case method of
investigation, identifies the criteria for case selection, and describes data collection
and data analysis methods. Then the essay presents the case selected and discusses
the main findings of the study. The final section brings the conclusions, limitations

and opportunities for future research.

3.2. Literature Review

Beccattini (1990, p.39) defines a cluster (or industrial district) as “a socio-
territorial entity [...] characterized by the active presence of both a community of
people and a population of firms” in a given geographic location. The relevance of
the community comes from social ties between individuals and families, as well as
a common system of values and beliefs, leading to trust and cooperation. The firms
in a cluster can be of various sizes, although a cluster typically encompasses a large
number of small firms and, in some cases, one or a few larger firms. System
interactions between actors in a cluster stimulate cooperation. In addition to the
advantages associated to location of suppliers and institutions and the ability of a
cluster to attract highly qualified customers, firms in a cluster cooperate because
the advantages of cooperation outweigh the costs of coordination (Lorenzen, 2002).
Vertical cooperation is a fundamental feature of an industrial cluster, as well as
horizontal competition (Beccattini, 1990; Paniccia, 1998; Tomlinson; Jackson,
2013).
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3.2.1. Cluster evolution

Although the study of cluster lifecycle is not new in the extant literature,
scholars have not yet reached an agreement as to which phases one should consider
when examining a cluster lifecycle. In fact, several proposals appear in the literature
(Table 3). The examination of the proposed stages suggests that there are four
possible phases: 1. Birth; 2. Take-off; 3. Growth; 4. Maturity; 5. Stagnation, or

Decline. Certainly, a specific cluster does not have to follow all these stages.

Table 3 - Cluster Lifecycle Stages

Studies Stage 1 Stage 2 Stage 3 Stage 4
Tichy (1998) Creation Growth Maturity Petrification
Swann (2002) Critical Mass Take-off Peak entry Saturation
Fornahl; Menzel (2003) Emerging Growing Sustaining Stagnating
Wolter (2003) Set-up Growth Change Adaptation
Maskell; Kebir (2005) Existence Expansion Exhaustion
Lorenzen (2005) Arise Decline Shift

Maggioni (2005) Birth/take-off Golden age Maturity

Bergman (2006) Formative Growth Maturity Petrification
Press (2006) Emergence Endurance Exhaustion
Bergman (2008) Existence Expansion Exhaustion
Menzel; Fornahl (2010) Emergence Growth Sustainment | Decline
Shin; Hassink (2011) genesis Development Change

Source: Adapted and enlarged from Bergman (2008, p.116); Press (2006); Menzel; Fornahl
(2010); Shin; Hassink (2011).

Birth — A cluster can start spontaneously (e.g. in a location with given
natural resources, or close to a port), or it can be induced (e.g. as a result of
government actions, as in the case of most technology parks). In any case, for a
cluster to emerge, several conditions seem to be necessary, including the formation
of a local community that favours cooperation and sharing. Without this, there
would not be a real cluster but merely a geographic agglomeration of firms.
According to Scott and Garofoli (2007, p.5), the emergence of a cluster does not
necessarily rely on existing comparative locational advantages, but more often “on
the basis of endogenously built competitive advantages”. They are “social

creations”.

Take-off — The next stage is characterized by a fast period of expansion.
Some authors consider take-off an independent phase (e.g. Swann, 2002), but
Bergman (2008) suggests it is part of the growth stage. This stage can happen just

after the birth of a cluster, or the cluster can hibernate for a substantial period of
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time before expansion. Take-off can result from the opening of national or

international markets to the cluster’s products.

Growth — The growth of a cluster can be the result of traditional factors,
such as favorable local conditions, diffusion of knowledge and innovation,
attractiveness to investors, etc. (lammarino; Sanna-Randaccio; Savona, 2006). At
this point, the cluster is already very attractive and brings together all kinds of
support institutions (such as government agencies, universities and research centers,
venture capitalists, etc.) and firms in related industries (such as suppliers of parts,
equipment manufacturers, etc.). The emergence and consolidation of a local
coordination system (e.g. producers’ associations) occurs in this phase. However,
the growth of a cluster is associated to demand conditions. Since many clusters are
internationalized, their growth can be associated to the expansion of demand for the
cluster’s products in international markets. It has been claimed more recently,
however, that due to the phenomenon of globalization “new diversified and

‘idiosyncratic’ patterns of [cluster] growth have been observed” (Guerrieri;

Pietrobelli, 2004, p. 899).

Maturity — Maturity is technically reached when the rate of entry/exit of
firms tends to stability. It can be associated to the stagnation of demand for local
products, caused by exogenous factors, or by limits to the capacity of the cluster to
increase supply (which could be a result of diseconomies of scale or full use of non-
substitutable natural resources). The costs of additional growth may not be
counterbalanced by the benefits (Swann, 2002; Bergman, 2008). Firms may face
congestion costs, and new firms may not add to the competitive advantages of the
cluster. It is also possible that the leading firms in the cluster do not show a desire
to expand and rely on the advantages previously built, instead of continuously
searching for new advantages (Bergman, 2008). Clusters can remain for a long

period in the maturity stage, or they can stagnate, or even decline.

Stagnation or Decline — Several endogenous and exogenous forces may
cause a cluster to fail. Costs may rise substantially due to competition among firms
for limited resources, such as the costs of specialized labor, or logistics. Even when

a cluster is extremely successful, success itself may stimulate the emergence of new
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clusters, offering locational advantages compared to the old cluster. Another major
reason for the decline of clusters is technological obsolescence (Trippl; Todtling,
2008). Changes in global supply chains may also have a strong impact on a cluster’s
development. In fact, risks and vulnerabilities are inherent to a cluster. Also,
clusters may stagnate or decline due to changes in their industry. Yet Valdaliso,
Elola and Franco (2016) have shown that clusters can deviate from the trajectory of
their industries. Trippl and Tdodtling (2008, p.213) argue that scholars have
frequently ignored that clusters can be both “a blessing and a curse” to their regions.
If the cluster fails, there is general impoverishment and unemployment, and
diminishing returns for the region (Potter; Watts, 2011).

Renaissance — Bergman (2008) claims that there may be another phase in a
cluster’s evolution — “renaissance” — in which readjustments and restructuring may
take place, in such a way that the cluster creates new competitive advantages and
reinvents itself. Martin (2010) also suggests that clusters can have periods of
stagnation followed by recovery; they can also evolve continuously, in permanent
adjustment to technological or other environmental changes. In fact, the author
identifies several possible trajectories for a cluster, of which only one portrays the

traditional lifecycle model (Figure 4).
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Figure 4 — Alternative Paths for a Cluster
Source: Adapted from Martin (2010, p. 10)
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One of the risks faced by a cluster is path dependence (Dobusch; Schussle,
2013). Path dependence is generally understood as a factor that limits the potential
strategic choices of firms, industries, or clusters. The mechanism of path
dependence works as a chain of causal mechanisms that reinforce each other over
a period of time. Vergne and Durand (2010, p.737) define path dependence as “a
property of a stochastic process which obtains under two conditions (contingency
and self-reinforcement) and causes lock-in in the absence of external shock.” The
often used term ‘history matters’ indicates that previous knowledge influences
future knowledge, present investments limit the alternatives for future investments,
and organizational cultures shape future decisions. Lock-in is a potential outcome
of path dependence. Sydow, Schreyogg, and Koch (2009) suggest a process leading
to path dependence. Yet several authors caution against the supposed inevitability
of the lock-in effect (e.g. North, 1990; Greener, 2002; Drahokoupil, 2012), claiming
that firms may reorient their paths by using experiences or knowledge that were not
initially followed (Noda; Collis, 2001; Schneiberg, 2006).

Another potential threat to a cluster success is isomorphic behavior
(DiMaggio; Powell, 1991), which is the tendency of the firms in a cluster to behave
similarly, imitating the more successful ones. More heterogeneous clusters may
find it easier to escape the lock-in effect (Martin, 2010), since firms have followed
alternative paths or alternative strategies in their history. In addition, governments
may intervene by making available new resources (training, resources to invest in

new technologies, legal mechanisms, etc.).

3.2.2. Cluster Internationalization

Globalization may pose both threats and opportunities to a cluster
development. In fact, a number of studies have documented the impact of
globalization on the clusters’ lifecycle, including relocation and reconfiguration
(e.g. Bertolini; Giovannetti, 2006; Sammarra; Belussi, 2006; Bettiol; Burlina;
Chiarvesio; Di Maria, 2017;). The literature on clusters has been less concerned
with the process by which a cluster internationalizes, focusing more on the impact
of globalization. Other studies looked at whether the location in industrial districts
create locational advantages that boost internationalization (Catalan; Ramon-
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Mufioz, 2013). Guerrieri and Petrobelli (2004) argue that to become
internationalized, a cluster needs to develop and integrate local and global linkages
and networks. Specifically, the authors point out to the need to participate in global
production networks and other global “systemic forms of integration” (p.912). In
the same line, Zucchella (2006) claims that internationalization may play a relevant

role in mature clusters.

Several actors may support the internationalization process of a cluster.
Focal firms or key players, typically large domestic firms or multinational
corporations, may have international experience and act as gatekeepers, identifying
potential threats and opportunities, and connecting the other firms with global
supply chains and networks (Ferreira; Tavares; Hesterly, 2006; Mariotti; Mutinelli;
Piscitello, 2008; Bacchiocchi; Florio; Giunta, 2014). Also, international
intermediaries may play a relevant role in connecting firms in a cluster, particularly
SMEs, to global value chains (Ellis, 2003). In fact, the most recent literature of
export promotion stresses the importance of export promotion programs conceived
to promote networking (Haddoud et al., 2017; Chabowski et al., 2018). This type
of export support is extremely relevant in the case of clusters intending to expand
overseas, since it helps the firms within the clusters to overcome informational
barriers. The establishment of international linkages, however, may have a

deleterious effect on local linkages (DeMartino et al., 2006).

Private institutions may also be of paramount importance to start the
internationalization process. For example, a study by Cannatelli and Antoldi (2012)
shows that a manufacturers’ association was able to promote joint export
cooperative groups among SMEs in an Italian furniture cluster. The facilitator was
responsible for identifying the opportunity and for inviting the firms to participate.
But its main role in the process was to act as a guarantor, in the absence of trust
among the entrepreneurs, who had been fiercely competing with each other for
decades. The authors indicate that network facilitators can play different roles
during the process of establishing an export group. During the creation of the group,
the facilitator can act as “pivot of the alliance”. As the alliance progresses,

facilitators can then act as mediators, to assure that relationships between alliance
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members are built. Finally, the facilitator becomes an advisor, at the same time the
group is capable of choosing an internal leader.

Government agencies and other public organizations (e.g. universities,
research centers) are potential relevant actors in a cluster. The role of government
and government-related organizations is, however, largely controversial. For
example, Schmitz (1999a) found that the development of alliances between key
firms in the Sinos Valley footwear cluster in Brazil and global suppliers have
weakened local cooperation among manufacturers. The author suggests that market
failures faced by clusters might be better solved by joint private action, rather than
government action (Schmitz, 1999b). However, Parrilli and Sacchetti (2008) point
out that often public policy mechanisms are needed to stimulate economic activity
in a cluster, and that an active public policy should target the development of
competencies, in collaboration with the private sector. The authors emphasize that
these mechanisms work better when the firms’ main activities are not directed
towards the domestic market, where they act as competitors, but target international

markets, where they often have to act as partners.

Maffioli, Pietrobelli and Stucchi (2016, p.4) pose an interesting question:
“If agglomeration and coordination are beneficial for firm performance, why is
public intervention needed?” The authors list several reasons, related to
externalities and coordination failures. They advocate that linkages among clusters’
firms are not always adequately structured, asking for proper intervention for their
potential to be fully exploited. Coordination failures are especially damaging to
clusters, and responsible for neutralizing their positive externalities. Clearing up
coordination failures is then paramount to foster clusters’ development, and this can
not always be done by the clusters’ members themselves, but rather by public

13

interventions that “...create formal and informal institutional frameworks to
facilitate private-private, public-private, and public-public collaboration” p. 5),
potentializing the beneficial effects of geographical concentration. Concretely, as
stated by the authors, these interventions seek to promote strong firms’ linkages,
disseminate information, elaborate a joint problem diagnosis, coordinate the efforts
of all actors, identify and, when necessary, provide the crucial inputs to enhance

clusters’ performance.
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The international business (IB) literature and the management literature, in
general, offer little insights on the internationalization of clusters. It is generally
assumed in the IB literature that firms internationalize as sole actors, and joint
action is largely ignored (Bonaccorsi, 1992). Even network theory, although
recognizing that firms are embedded in social networks and that internationalization
happens in the context of these networks, still looks at the individual firm as the
unit of analysis, and not at the network (e.g. Johanson; Mattson, 1988; Chetty;
Holm, 2000; Sharma; Blomstermo, 2003; Johanson; Vahlne, 2009, 2011). This
stream of research recognizes, however, that firms use networks to enter foreign
markets, that the nature of ties and interactions among members of the network is
relevant to internationalization, and that belonging to networks allows SMEs to
advance faster in the global arena. As to the general management literature, Hervas-
Oliver, Gonzalez, Caja and Sempere-Ripoll (2015, p.1843) point out that there are
two topics in the extant literature on clusters and industrial districts that have been
to a large extent covered from a “managerial perspective”: “inter-firm networks,
social capital and flows of knowledge within networks and clusters” and
“innovation and firm analysis”. Both topics tend to be approached by the

management literature from the individual firm’s perspective.

3.3.
Methodology

This research uses the case study method of investigation to examine a
Brazilian cluster and answer the “why”-type research question, typical of a
qualitative study related to a contemporary situation that needs to be thoroughly
understood for theoretical development (Yin, 2014).

3.3.1.
The case method

The choice of the case study method relies on its adequacy to reveal findings
and perceptions about complex phenomena that lack theoretical basis or empirical
evidence and that quantitative methods fail to unveil. The method is characterized
by the intensive investigation of one or a relatively small number of cases,

prioritizing the thorough understanding of the relationship between the several
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factors related to the situation investigated (Yin, 2014; Ghauri, 2004). Moreover,
the case method is considered the most appropriate when the context is significantly
relevant to the phenomenon under examination. In other words, it is a method
capable of apprehending the holistic and significant characteristics of real life
situations (Dubois; Gadde, 2002; Piekkari et al., 2009). Additionally, the case
method considers a wide variety of data sources, allowing to capture a broader view
of the research subject, as well as the collection of more accurate and compelling
evidence (Yin, 2014). Finally, the case method is considered particularly

appropriate in view of the fact that research findings are unstable over time.

Among the reasons raised by several authors to justify the use of the case
method (Eisenhardt, 1989; Ghauri, 2004; Gibbert et al., 2008; Yin, 2014), the
following are particularly suitable to validate its adoption in this research:

e The need to comprehensively examine, in a thorough manner, why the
beachwear cluster of Cabo Frio failed to develop international activities in

spite of private and public efforts to foster the export activity;

e The fact that quantitative research on export promotion does not provide a
deep understanding of the role of TSIs in cluster development and

internationalization;

e Theneed to carry out an in-depth longitudinal analysis to adequately answer

the research question proposed.

Case studies respond for approximately 7% of the studies on industrial
clusters (Martinez-Fernandez et al., 2012), and are predominant in cluster lifecycle
studies. Case studies are often used in the international business literature to
describe and analyze processes, and their use has been considered useful to foster

the understanding of such processes (e.g. Jones; Khanna, 2006).
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3.3.2.
Unit of analysis and case selection

Following the tradition in the study of industrial clusters, the unit of analysis
selected was the cluster. Indeed, since Becattini’s (1979) seminal work defended
the use of industrial districts as an essential unit of analysis, several authors (e.g. ;
Schmitz, 1999b; Bertollini; Giovannetti, 2006) have studied industrial clusters as
an entity in itself. Specifically, this research adopted a longitudinal approach,
aiming to investigate the trajectory of the selected cluster — the beachwear cluster
of Cabo Frio, a seaside resort located in the Northern coast of the State of Rio de
Janeiro, Brazil — following the recommendation of Jones and Khanna (2006), in
their article published in the Journal of International Business Studies, where they
stressed the need to research the historical trajectory in the 1B field using qualitative
studies, thus validating the choice of this perspective as the most appropriate for

carrying out the present study.

The selection of the beachwear cluster of Cabo Frio to answer the study
research question was based upon two main premises: (1) the international
reputation of the Brazilian beachwear products, recognized for their good quality,
fit, and design, which, at least theoretically, should facilitate the industry’s
internationalization (even though export volumes have never been particularly
large); and (2) the unfruitful several attempts and huge investments made by TSls

to develop the cluster’s international activities.

3.3.3.
Data Collection

Data sources were both secondary and primary. Secondary sources included
several reports on the evolution of clusters by government and private institutions;
other information available in the internet; academic studies; and articles in the
business press. Primary data was gathered between 2014 and 2017, by means of (i)
in-depth personal interviews conducted with three entrepreneurs of leading firms in
the cluster, one of which was also the head of the local industry association, and
with a consultant to Sebrae, a non-profit national organization financed by the

Brazilian government dedicated to support small and medium-sized enterprises
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(SMEs); (ii) telephone interviews with government agents involved in public
actions in the cluster; (iii) informal interviews in a business meeting organized by
Sebrae under the auspices of the Interamerican Development Bank (IDB); and (iv)
informal interviews during several visits to the cluster. These eclectic data sources
permitted to get different perspectives, from different types of actors in different
moments of time. They also made possible to have access to internal documents
that helped to understand the cluster’s historical trajectory. Specifically, the
participation in a large business meeting, in which the future of the cluster was
being discussed, helped to understand the dynamics of social interaction among
local actors, the efforts by institutions, and the problems faced by the firms to
cooperate. The data collected was therefore both retrospective and real-time: most
of the data related to the cluster historical trajectory and several TSIs’ initiatives
were collected retrospectively, that is, after the facts, whereas some other evidence
concerning the effects of TSIs’ initiatives on cluster dynamics were collected in
real-time, i.e., during their occurrence. In-depth interviews were taped, and
transcripts made. In addition, the researchers took notes during or after telephone
interviews and informal conversations. The use of several sources was important to
ensure the necessary triangulation to achieve construct validity. Several other
tactics were also employed, aiming to improve the study’s validity and reliability,
such as establishment of a chain of evidence, use of a case study protocol, and the

development of a case study database.

3.4.
Case Analysis and Research Limitations

Data analysis was done in two steps. First, a detailed descriptive account of
the cluster’s trajectory was developed, confronting secondary and primary data
collected for the study. This descriptive account was very important to put together
the series of events and interventions that shaped the trajectory of the cluster over
time. The historical description was a critical step because of the large amount of
different types of data gathered during the period of the study, and the need “to
present an ‘authentic’ understanding of people’s experience” (Ghauri, 2004, p.117).
This is one of the most serious challenges faced by qualitative researchers. The

historical analysis was not done at the end of data collection; rather, it happened
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along the data collection process. This was necessary because historical data was
not easily available, and events that happened a long time before were already

reinterpreted, and even their time limits changed from one interviewee to another.

The second step in data analysis was to organize the data in categories. The
challenge here was to sort the great amount of data collected, identifying categories
and linkages, disclosing themes, and elaborating sensible reflective conclusions,
aiming to answer the study’s research question. This consisted on a process of
destructing and reconstructing conceptual connections through a selected lens to
unveil an interpretation, while cautiously documenting the whole process to
improve the credibility of the findings. The categories emerged from the data rather
than being imposed prior to data collection and analysis, and were then confronted

with the literature as the analysis progressed (Pauwels and Mathyssens, 2004).

Qualitative research developed through case studies presents some
limitations, one of which is related to its very nature, i.e., results cannot be
generalized to the population. The subjectivity of the researcher’s judgment can
also be pointed out as a disadvantage of the method, as well as the occurrence of
biases during the interviews (ex-post facto, affinity and others). The use of data

triangulation aimed at mitigating these limitations.

3.5.
The Cabo Frio Beachwear Cluster

3.5.1.
The Context

The beachwear industry developed in Brazil to serve the country’s large
domestic market for these products. Three major factors explain the domestic
demand for beachwear: a tropical climate, a long coastal line of beaches, and a
culture of sensuality. By 2014, it was estimated that the beachwear industry annual
revenue was around US$ 2 billion dollars, of which only a very small portion (US$
10.7 million) was exported. The main markets for Brazilian exports of beachwear
were the U.S., Portugal, France, Israel, and Paraguay (Simdes, 2015). Exports of
beachwear have peaked in 2005, but then declined in the following years (Figure
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5). The reduction in the volume exported by the industry was to a large extent due
to the overvalued Brazilian currency, a situation that became more acute after 2005.
Nevertheless, with the substantial devaluation of the Real in 2015, it was expected

that the industry would be more price competitive in the near future.

The industry comprises more than 1,300 firms, of which around 70% are
small firms. There are also a large number of micro firms operating informally. A
few large-sized firms, mostly located in the state of Sdo Paulo, were responsible for
a large percentage of exports in 2005, but this situation changed since then. Firms
that competed only on price were unable to meet the prices offered by Asian
competitors, and therefore ceased to export. In fact, by 2015 firms that continued
to export were located mostly in the cities of Rio de Janeiro (56% of Brazilian
exports of beachwear) and S&o Paulo. These firms, typically middle-sized, had
established brand names and were able to export their products based on design and
exclusivity, adopting a differentiation strategy. Nevertheless, they could only
export small volumes, because of their size. As a result, the average unit price of
exported beachwear products more than doubled during the last decade. More than
40% of Brazilian beachwear exports go to the U.S. market.

The recent history of the industry also shows that imports have risen
steadily, at the same time exports decreased, suggesting that the local industry lost
price competitiveness both in the domestic and in the international markets. Indeed,
by 2014, imports of beachwear products have far exceeded exports. More than 90%

of the imports of beachwear products came from China (Moiseichyk et al., 2012).


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

73

USS 1000

35000

30000

25000

20000

15000

10000

5000

2001 2002 2003 2004 2005 2006 2007 2008 1009 2010 2011 2012 2013 2014 2015 2016

Total ===Women =— Men

Figure 5 — Evolution of Beachwear Exports — Brazil
Note: Data on women and men beachwear were only available until 2012.

3.5.2.
The cluster lifecycle

The Cabo Frio beachwear cluster was responsible, in 2014, for 2% of the
Brazilian production of beachwear products and employed 3,000 people the whole
year, and 10,000 during the summer season. The cluster can be classified as a
Marshallian district, formed by small firms. It is estimated that presently between
150-200 firms are located in the cluster. The cluster followed the typical path

predicted in the cluster lifecycle literature: birth, take-off, growth, and maturity.

Birth — The Cabo Frio beachwear cluster has its origins in the 1950s, when
a local entrepreneur started a business to serve the beach resort areas in the region.
The business grew rapidly and was soon imitated by other entrepreneurs. Until
1970, however, almost all producers operated informally, and copied products of
established brand name manufacturers and designers located in the city of Rio de

Janeiro. Stores were typically established in the entrepreneur’s home.

Take-off — It was only in the 1980s that the cluster started to grow, with the
inflow of entrepreneurs from the city of Rio de Janeiro, who recognized an

opportunity to establish manufacturing units or brand name stores in the region
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(Cassiolato; Peixoto, 2004; Peixoto, 2005; Cardoso, 2006). International sales
started as tourists carried beachwear products to their countries of origin to resell,
or to offer as gifts. Nevertheless, local firms did not adopt any specific strategy to
increase foreign sales, but remained passive. Instead, they were contacted by

foreign buyers and only served unsolicited foreign orders.

Crisis and Growth — Local firms faced high seasonality, because a large
percentage of their sales was associated to school vacations. However, an increase
in the number of days in school in the second half of the 1990s caused a reduction
of around 30% on the cluster’s sales. The crisis prompted local government
assistance programs to increase the cluster’s competitiveness. Local government
actions included to provide better infrastructure to the area where the stores were
located (known as the “Bikini Street”), and the establishment of a ferry service to
serve the area, thus increasing the attractiveness and facilitating the access. These
changes, in turn, helped to increase the flow of information and knowledge among
local firms, attracted new firms to the cluster, and increased the cluster’s size and
influence. Innovation spread not only in relation to products, processes, and the
adoption of new machinery, but also in the design of producers’ local stores
(Cardoso, 2006; Pereira; Reis, 2008). As the cluster developed, several institutions
joined or were established in the region, including banks, a local college, as well as
a manufacturers’ association (ACIRB). Efforts were made during the first half of
the 2000s to develop export activities, especially the creation of an export

consortium.

Maturity - Due to the emergence of a “new” middle class in Brazil, and the
attractiveness of Cabo Frio as a beach resort, the cluster was able to grow and
mature. Although there are no consolidated data available concerning the number
of firms that entered and exited the cluster, or the evolution of cluster’s sales
(domestic or international), one can assume (based on the data collected) that, by
2016, the cluster had reached maturity, with a steady number of firms operating in
the region. Sales were basically domestic with an insignificant volume being

occasionally sold to other countries.
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3.5.3.
The Pau-Brasil Export Consortium (2003 — 2004)

Sebrae, a non-profit national organization financed by the Brazilian
government and dedicated to support small and medium-sized firms, had an
important role in developing the cluster. In spite of an initial and unsuccessful
attempt to create a joint export marketing group, Sebrae’s actions were directed
towards changing the local mindset of the entrepreneurs, stimulating them to sell
their products in other states of the country, as well as entering international
markets. In addition, the institution also advised local entrepreneurs to diversify
their product lines to other types of products that could be sold during the whole
year. The aim was to reduce the high seasonality of the cluster’s sales, a major

obstacle to retain qualified labour and keep high standards of quality.

Sebrae agents kept insisting with local entrepreneurs that joint efforts were
the best path to overcome the problems faced by the cluster and to create a new
development path. Specifically, exporting to countries in the Northern Hemisphere
would permit to counterbalance seasonality effects. There was, however,
substantial resistance of local entrepreneurs to associative movements largely due
to "the corporate culture of the region [...]: generally very individualistic,
distrustful, with little strategic orientation, and unable to realize the competitive
advantages that could come from cooperation™ (Pereira; Reis, 2008, p.42).
Moreover, the previous unsuccessful experience with an export consortium had

negatively impacted any new initiative of cooperation.

In spite of the obstacles, an opportunity triggered the internationalization of
the cluster. In 2003, Sebrae, the Federation of Industries of the State of Rio de
Janeiro (FIRJAN), and several other organizations launched the Rio Fashion
Business, an event parallel to the Rio Fashion Week, aiming at creating an
opportunity for the Rio de Janeiro entrepreneurs to meet foreign buyers. Efforts
were made by the organizers to stimulate all the fashion clusters located in the state
to participate. To prepare for the event, Sebrae decided to establish and support a
new export marketing group, named “Consorcio de Exportacdo Pau Brasil” (The

Pau Brazil Export Consortium).
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The choice of firms to participate in the group was unilaterally made by
Sebrae, causing several local entrepreneurs that were not invited to complain
(Cardoso 2006; Pereira; Reis, 2008). Eight firms were selected to enter the
consortium, most of them with international experience. Sebrae also hired a
designer to develop a beachwear collection for the consortium, as well as a
historian, to search for local cultural design elements. Accordingly, the new
collection, named Tupinambas, recovered elements of the culture of Indian tribes
that had lived in the region (Pereira; Reis, 2008). There was, however, some
criticism regarding the absence of elements typically used by local beachwear
manufacturers, such as shells and beads (Cardoso, 2006).

The initiative did generate some sales, but there is substantial controversy
regarding the results. The firms were able to get in contact with several potential
buyers from Spain, Italy, and France; most of the sales were to Spain. According to
the president of ACIRB, the firms were unable to cooperate “a [foreign] buyer
came, and one firm got the order; another buyer came, and another firm got the
second order. The orders were not shared. And then the consortium started to
collapse.” In addition, four out of the eight firms that participated in the consortium
went bankrupt. Having developed a product line to serve international markets, but
not adequate to the preferences and tastes of the domestic market, they were unable
to sell their production internally, and could not export all their output. The other
four firms were larger and were able to keep two product lines, one aiming the

domestic market and the other the international market (Cardoso, 2006).

Several other issues contributed to the failure in exporting. Insufficient or
inadequate financing was another obstacle. In fact, most of the financing came from
Banco do Brasil, the largest state bank in the country. Banco do Brasil had
developed a special line of credit for small firms established in clusters, but due to
its highly centralized structure and national coverage, the Cabo Frio branch was
unable to offer customized support to local firms (Villela; Soares, 2009). This
inability to offer specialized services to the cluster was more critical when it came
to finance export activities. In addition, local firms had made limited use of
marketing to promote their products either to the domestic or to the international
market. According to Magnavita et al. (2010), only 13% of the firms used the
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Internet to display and promote their products. In spite of this, some businessmen
were aware of the potential advantages of marketing efforts, but there had been no

joint efforts to promote the cluster.

At a certain point, Sebrae admitted that the strategy used to develop the
cluster and to promote exporting had been unsuccessful. Technicians concluded that
instead of promoting export cooperation, it would be better to help individual firms
to export. Nevertheless, the consortium was not terminated, but remained as a
symbol of the cluster’s export activities, mostly for public relations purposes. It was
also decided that Sebrae would focus on supporting any local firm interested in
exporting. The president of ACIRB explained: “After the consortium ended, there
were still some international sales. But slowly the volume went down, and finally
came to zero. One firm withdraw [from exporting], then another, and then exports

were not interesting anymore, and basically everybody discontinued exporting.”

3.5.4.
The Strategic Plan (2005-2008)

A management consulting firm was hired by a pool of government and
private nonprofit associations, under the leadership of Sebrae, to develop a strategic
plan for the cluster, covering the period from 2005 to 2008. The plan aimed at
developing a culture of cooperation within the cluster, increasing firm
competitiveness in global markets, and improving firm profitability (Sebrae, 2005).
There were eight programs designed to improve the development of competencies,
to facilitate market access, to strengthen the cluster’s institutional image, to improve
customer relationship management, to improve the products, to stimulate social and
environmental responsibility, to develop a local service center, and to manage
information and knowledge. Within each program, several actions were envisaged
to be initially carried out by the supporting institutions — such as Banco do Brasil
(a state bank), Senac (a non-profit organization dedicated to the training of
workers), Correios (the post office service), and a local university, among others —
but with the intention to transfer later the responsibility of implementation to the
local firms. Yet the entrepreneurs claimed that they did not have the time to perform

these activities (Cardoso, 2006). As time passed, the results came out to be quite
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modest and the initiative ended. In fact, a study conducted by Sebrae (2008) during
2008 with 55 local firms showed that cooperative efforts were still embryonic.
International activities were limited, the attitude was reactive (25% gave as the main
reason not to export the lack of foreign orders), most firms (72%) had no quality

control activities, and the availability of information systems was still quite limited.

3.5.5.
The IDB Project (2011 - 2017)

In spite of the experiences and the problems faced, efforts to develop the
cluster by supporting institutions were not discontinued. By 2011, the Interamerican
Development Bank, Sebrae, the Secretary of Economic Development (SEDEIS) of
the State of Rio de Janeiro, in partnership with the federal government and other
institutions, signed a project to develop two clusters in the state of Rio de Janeiro,
one of which was the Cabo Frio beachwear cluster. The final purpose was to transfer
to the state government a methodology to develop clusters located in the state of
Rio de Janeiro. The project did not intend specifically to develop international
activities, but internationalization was still seen as a major strategy to reduce

seasonality, and to face the serious downturn in the domestic market since 2015.

The project recognized as the two main problems faced by the Cabo Frio
cluster (i) the lack of an effective structure of collective governance, and (i1) “an
enormous skepticism among company owners towards the effectiveness of
collective actions” (IDB, 2015, p.2). To a large extent, this skepticism was the result
of failed previous experiences, but also an obstacle to the implementation of new
actions. Apparently, the emphasis on developing new governance mechanisms was
not fully appreciated by entrepreneurs, and the IDB report mentioned the need to
offer shorter-term benefits to maintain firms’ interest and support to the project. In
addition, according to state government agent interviewed for the present study, the
lack of local leaders or of a flagship firm capable of mobilizing and providing
direction to the cluster was one of the most serious problems encountered. In
addition, there was a major concern regarding the end of the project in the beginning
of 2017, and its impact on the cluster. If until then the cluster was unable to

overcome resistance to cooperation and to establish new mechanisms of
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governance, there were substantial doubts as to whether the results would be
enduring. In order to help deal with these problems, Sebrae hired two outside
consultants to work in the project, with the purpose of sensitizing the entrepreneurs
to the need of cooperation, and organizing work groups in order to develop and
implement short- and long-term actions. A major understanding among support
institutions, at this point, was that they should in fact only provide support, but that

the firms in the cluster had to lead the process.

A meeting organized by Sebrae in 2016 gathered a large group of local
entrepreneurs to discuss the actions implemented to support the cluster, and the
need to organize for the future, after the end of the project (“what will happen when
the IDB grant ends?”). Interestingly, the most revealing aspects of the interaction
within the cluster became apparent during the debates in this business meeting. In
this occasion, representatives of the institutions involved with the cluster urged the
entrepreneurs to cooperate in order to take advantage of the substantial grant made
available by the IDB (“no other cluster in Brazil received as much money”). The
participants seemed to be roughly divided into two groups, based on old and new
leaderships that appeared to be emerging. There was also a third group in the cluster,
comprising entrepreneurs that did not participate in the meeting, albeit being
invited. The climate of the meeting could be well described as somewhat
aggressive, in some cases bitter, in others indifferent. A major issue openly
discussed was the difficulty faced by the cluster to implement collective actions.
One entrepreneur mentioned the lack of firm participation in the local association,
“because they [the entrepreneurs] do not understand what it means to act
collectively.” Other entrepreneurs mentioned also the lack of support by the city
government in implementing actions that could improve the local infrastructure.
Representatives of institutions repeatedly pointed out the importance of collective
action: “you need to believe in your potential and in the collectivity”; “crises serve
to show that together we are stronger”; “it iS more satisfying and feels better to act
together than independently.” In addition, the representatives of the support
institutions presented specific actions that were underway, such as the development
of an internet portal for the cluster, a printed catalog of the firms, and an exhibition
during the Olympic Games in Rio de Janeiro. One of the actions included to bring

foreign buyers to visit the cluster during the Olympic Games.
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3.5.6.
Barriers Identified by Local Entrepreneurs

The barriers faced by the cluster to export were openly discussed during the
interviews. Table 4 presents the barriers identified limiting international activities
faced by firms in the cluster. Although the exchange rate was a serious obstacle to
exporting, the data suggests that support institutions failed in terms of preparing the
firms to export. In fact, it seems that local firms have not acquired the necessary

knowledge to start and remain exporting.

Table 4 — Barriers Associated to International Activities Reported by
the Entrepreneurs®

Barriers Extracts

Price-related

e Lack of price “To sell outside Brazil became difficult. We cannot sell at these prices
competitiveness to foreign customers. This is the first problem. Labor costs have risen,

all our costs have gone up, taxes increased, energy prices also
increased. .. And today, out there, they want to pay less for the cheapest
bikini than they did ten years ago. So today it is a problem to export
beachwear."

“But the deal has not been closed. | believe the problem is the price,
but I am not sure. Because everything else was fine, the product has
good quality.”

“The cost is a major impediment. Because the price they want to pay

[for the product] does not cover the costs”.

e Low export “There is no advantage in selling without a profit. There must be a
profitability profit. But now, if you want to export, you will not get anything from

it, so nobody wants to export.”

“Uncertainty is a problem. You have to invest in order to export. And
you wonder whether there will be any return. And then you don’t go
forward.”

Marketing-related
e Lack of knowledge | “T tried to use Exporta Facil*, but it was not easy. | sent the
of export channels | merchandise, but it took six months to arrive. And then the guy there
[the foreign buyer] could not get the package, there were some
documents missing. The product was sent back to Brazil. The guy
asked us to dispatch again. It took four months to arrive...”
“The government stimulated the use of Exporta Facil, but there were
several problems. And the merchandise was not delivered. And we had
to send a lot of documents...”

e Lack of knowledge | “It is very difficult, and we have little information on how to export.
of exporting Our costs are high, and we cannot afford to hire a specialist to take care
procedures of all the required procedures for us.”

& Marketing-related barriers, among others, consist of informational barriers, which were identified
in Essay 1, through the works of Leonidou (2004) and Arteaga-Ortiz and Fernandez-Ortiz (2010).
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Barriers Extracts
e Lack of market “We really need a study to understand how export markets work, what
knowledge are the benefits, what do we need to do”.

“There are places where they use the Brazilian bikini, but not in others.
For example, they use the Brazilian bikini in Portugal, France, Spain,
Greece. Now, | have sold to the U.S., to California. But their
requirements are different”.

e Need of product

“Some foreign buyers contact us to ask whether we would be interested

adaptation in exporting. We say yes, but only if they do not require changes in our
products.”
e Lack of “We do have quality products in Brazil. We try to make our products

conformity to
international
market standards

with high standards of quality, the best way possible, but the
requirements there are much more. Not only concerning how to make
the product, but also regarding issues such as labels.”

“We need to know what type of information should come in the
product, labels, sizes.”

Behavioral

e  Attractiveness of
the domestic
market /Lack of
interest in
exporting

“It is much easier to sell to the cities nearby, or other states, then to
foreign markets.”

“We have invested here, in the domestic market.”

“We prefer to supply the stores here, even to serve a wholesaler in
Brazil. We sell to other states of Brazil, to other stores that carry our
brand. [...] Exporting is not a target, but I am not saying it is not an
option.”

e Lackofa
cooperative
orientation

“We have an association, but the problem here is that people are
disunited. Businessmen do not participate in meetings, do not act
together...”

“The entrepreneurs here are still not united.”

“The association does not receive any support from the local
businessmen. Only a few seemed interested in cooperating. | do not
understand why they do not cooperate. | guess they get too involved
with their own business and forget the collective.”

(*) Government program to export using the post office service.

3.6.
Discussion

The results of this study show how local firms and supporting institutions

failed to take advantage of the typical benefits of being located in a cluster, due to
the inability to cooperate. As mentioned by Wolfe and Gertler (2004, p.1074), “the

key assets that determine the viability of a cluster are firm-based.” Undoubtedly,

the potential to cooperate is one of the key competitive advantages of small firms

located in the same region, and operating in the same industry, since they can
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overcome liabilities of smallness and gain joint economies of scale. Therefore, the
lack of cooperation among local firms in the Cabo Frio beachwear cluster severely

impacts the cluster’s ability to expand its sales volume.

The failure to develop international activities is clearly connected to the fact
that firms in the cluster have not learned to cooperate in order to achieve a common
goal. Although one cannot dismiss the deleterious effects of the overvalued
Brazilian currency on the cluster’s foreign trade, the history of the cluster clearly
points out to a lack of cooperative action from the beginning, even at the time when
the exchange rate was favorable to exporting. Indeed, to escape price competition
coming from the Chinese and other Asian competitors, the only strategic choice
available later available was differentiation, a path that can only be pursued by small
firms acting together, because of the marketing costs that need to be incurred (such
as branding, development of channels of distribution, promotion, etc.). In fact,
middle-sized firms in the city of Rio de Janeiro have successfully followed this

path.

Interestingly, there was substantial consensus among the participants of the
Cabo Frio cluster (entrepreneurs, consultants, and representatives of support
institutions) that the main problem was the lack of cooperation among cluster
members. This difficulty to cooperate has already been identified in certain
Brazilian industrial clusters, where “an extremely non cooperative business culture
emerged” (e.g. Meyer-Stamer, 1998, p.1495). Similar results were obtained in a
recent study (Debocd; Martins, 2015, p.1025) of two furniture clusters located in
different states of Brazil, in which “the behavior of entrepreneurs ... tends strongly
towards individualism.” Furthermore, the main relational benefits associated to
belonging to a cluster identified by firms were only “location (proximity to large
consumer centers) and access to roads” (p.1040). In an early study on the formation
of export consortia in Brazil, Da Rocha (1988) indicates that these organizations
rarely succeeded, for several reasons, including lack of trust among members, lack

of a governance structure, and resistance to cooperate.

The lack of cooperation negatively impacts learning, one of the main

benefits of being located in a cluster. The entrepreneurs report a lack of knowledge
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of export methods and practices, and of export markets, which is quite unexpected
considering the cluster’s previous export experience and the efforts of several
agencies to promote export activities in the cluster for so many years. It seems that
local firms did not develop exporting capabilities and there was little experiential

learning.

This coordination failure in the Cabo Frio cluster is associated to the lack of
a governance structure. The local association failed to gather member firms under
a single umbrella. There is no beachwear producer in the cluster that could become
a flagship firm. Institutions, such as Sebrae and Banco do Brasil, are seen as

outsiders and thus unable to lead the cluster.

The intriguing question is then: why Brazilian firms located in clusters have
not learned to cooperate? Meyer-Stamer (1998) suggests that the roots of this lack
of cooperation were three-fold: (i) a long-term tradition of market protection, and,
as a result, a lack of international competition in the domestic market; (ii) inability
to plan for the long-term, probably due to decades of chronic high inflation rates,
or hyperinflation; and, (iii) as a consequence, internalization of activities within
each firm, leading to excessive vertical integration. In spite of this, the author
pointed out that, faced with severe threats in the 1990s, certain Brazilian clusters
had undergone substantial change in firms’ behavior towards “competition and
internal efficiency” (p. 1496). Change, however, could only happen as certain
preconditions emerged, particularly the existence of change agents and role models
within the clusters. Deboca; Martins (2015) explain the failure to cooperate in
Brazilian furniture clusters as a result of “lack of coordination”, leading to the offer
of competitive, and not complementary, products, which in turn stimulates
competition, rather than cooperation. As pointed out in a study of a Costa Rican
ICT cluster, product similarity might stimulate “extreme rivalry and unwillingness
to coordinate their [entrepreneurs’] actions in collaborative networks” (Ciravegna,
2012, p.87). Finally, Parrilli and Sacchetti (2008) suggest that cluster development
mechanisms are more effective when firms are oriented towards the international,

not the domestic market, which is not the case of the beachwear Cabo Frio cluster.
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Change agents, particularly Sebrae, have tried to introduce new practices and
attitudes toward cooperation in the cluster, but failed to do so, in opposition to the
experience reported by Cannatelli and Antoldi (2012) in a furniture industrial
district in Italy. In addition, the absence of flagship or focal firms in the cluster
(Zucchella, 2006) did not provide a local role model that could potentially serve to
show new alternative paths. Another reason might be the fact that firms essentially
offer similar products, therefore having little incentive to cooperate and adopting a
competitive attitude vis-a-vis the other firms, as reported in other studies.
Furthermore, the fact that several experiences of internationalization and
cooperation in the cluster have failed created resentment and distrust among

members and between members and export promotion institutions.

3.7.
Conclusions

The Cabo Frio beachwear cluster has followed the traditional stages in a
cluster’s lifecycle, having reached maturity in the late 2000s. However, the cluster
is currently at a crossroads, as the Brazilian economy suffers a severe downturn.
The cluster faces a combination of the weakening of demand for the cluster’s
products in the domestic market and the failure to enter international markets, a
situation that has been envisaged in the literature as leading to decline (De Propris;
Lazzeretti, 2009). The cluster seems to be following a path-dependent trajectory,
and it faces the risk of lock-in. Most firms are not interested in exporting, or, worse
even, see exporting as a non-alternative, because of perceived uncertainty. In
addition, failed experiences of internationalization have the potential of haltering
future initiatives in export cooperation, due to resistance and disbelief in positive

results.

As domestic sales fall, and since the cluster has failed to develop
international markets, will it change its path and promote a new cycle of innovation
or will it face stagnation or decline? As proposed by Martin (2010), clusters have
essentially two alternative paths: one leads to a stable state (and potentially, but not
necessarily, to decline), and the other consists of a dynamic process of change and

adaptation. Will the Cabo Frio beachwear cluster be able to face the present
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challenges and follow a new path, or “renaissance” (Bergman, 2008), or will it be

locked-in?

These challenges will have to be faced by TSlIs in order to support a cluster
renewal. Several recommendations can be presented. First, following Fisher and
Reuber (2000, p.25), government-related institutions need to serve these firms in a
different way, both as clients and as responsible partners, and not to treat them as
“recipients of charitable assistance.” Accordingly, TSIs should monitor and
evaluate the results of their interventions on a continuous basis, whether these
interventions target a cluster, an industry or any specific group of firms. From its
conception, EPPs should be based on clear and measurable goals, capable of

generating relevant feedback to nurture the implementation processes.

Second, promoting exporting activities must take into account the structural
differences and distinguished characteristics among industry sectors, which ask for
different support for internationalization activities. In fact, tailor-made support must
be relevant to the cluster’s development strategy. Third, support must be flexible to
adapt to environmental changes and be offered in a long-term basis.

Third, the provision of services to clusters’ firms is a crucial tool to their
development. It is responsible for deepening firms’ interaction, and promoting cost
reduction and time saving by offering high-quality standard solutions to shared
problems. Export development services should focus important firms’ needs, such
as lack of market knowledge and lack of knowledge of export methods and
techniques. Interestingly, the literature on export barriers converges in indicating
that informational barriers are the main deterrent to SMEs’ exporting initiation and

growth.

Fourth, TSIs should give the greatest relevance to the development of
relational ties among firms in the cluster, among the relevant actors in TSls and
other support institutions, and between firms in the cluster and foreign networks.
Because Brazil has a relational culture, the focus on relationships among different
stakeholders can be extremely helpful in disseminating trust and cooperation, which

are crucial to develop SMEs export activities.
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Fifth, to promote exporting to these entrepreneurs is not an easy task, given
the negative experiences of the cluster. Perhaps the most effective approach is to
select a few firms with the highest export potential and invest in these firms to create

successful role models to be followed in the future by other firms in the cluster.

Last, but not least, any solution should consider the governance issues and
coordination failures, knowing that the improvement of coordination of TSIs’
efforts in general, and EPPs in particular, must be sought regularly and
continuously. Corroborating these recommendations, a simultaneous benchmarking
of more than 260 cluster organizations and of cluster policies from 23 European
countries, suggested that

“...an adequate level of governance and the provision of services are key
characteristics of excellent cluster management organizations that yield effects on
cluster development, particularly in regard to the development of business, R&D
and international activities of SMEs (Miiller et al., 2012, p.36).”

This study presents some limitations. First, it examines only one beachwear
cluster. Other clusters may show different paths than the one here examined.
Second, the cluster studied suffered several interventions from government and
non-government support agencies that have had an impact on the behavior of local
entrepreneurs. Third, the study relies mostly on secondary sources mainly to
describe the cluster’s history. More longitudinal research is needed to explore the

reasons for this lack of cooperation among firms in Brazilian clusters.
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Chapter 4 - Essay 3 - The Coordination of Export Promotion
Networks for the Creative Industries

This essay investigates the different approaches used by three countries that
are successfully supporting the internationalization of their creative industries. The
study departs from several contributions in the areas of export promotion and public
networks and adopts an interorganizational perspective, focusing on network
coordination. The research was based on three case studies. The results show that
the three countries have adopted markedly different coordination systems to ensure
cooperation among a number of public and private entities that offer export
promotion services and support. In addition, it appears that both the centralization
of export promotion activities and the coordination of a network of institutions may
work satisfactorily. However, each approach serves different purposes, given each

country’s cultural and economic context.

4.1.
Introduction

Export promotion programmes (EPPs) are defined as public or public-
private partnerships to encourage firms to internationalize, reduce or eliminate
export barriers, assist firms in planning and preparation for exporting through both
financial and non-financial support. EPPs are operated by Trade Support
Institutions (TSIs), which include a broad set of organisations that offer support to
exporters, including export promotion, financing, quality, standards and legal
advice. These organisations can be public, private, non-profit or a combination of
these. Among the TSIs, the most commonly studied is the trade promotion

organisation, or export promotion agency.

The first export promotion agency appeared in Finland in 1919, and
approximately 45 years later they turn out to be a broadly adopted tool to expand
national exports and reduce countries’ trade deficits. Still, almost 50 years later, in
2014, the International Trade Centre (ITC), a UNCTAD-GATT multilateral
organizational, affirmed in its “Policy Road Map for Export Success” that trade

promotion organizations “play a pivotal role within the domestic business
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environment, as the interlocutor between government and business, but also as an
interface with foreign markets, and their establishment is an important step in

achieving export success” (ITC, 2014, p. 31).

In fact, according to Lederman et al. (2009, 2010), there was a substantial
increase in the number of export promotion agencies in the previous two decades
to respond to the need of helping firms to overcome their liability of foreignness
when expanding operations abroad. Moreover, their weight in governments’ budget
has also increased during that period (Freixanet, 2012). The explanation for such
increase is twofold, according to Belloc and Di Maio (2011)

First, changes in the regulatory environment (especially in the WTO rules) have
led, in the last decades, to substantial restrictions in the export promotion activities
(subsidies and similar trade policies) and have, as a consequence, induced the
governments to look for new measures to circumvent such restrictions. Second,
other dramatic changes in the international trade environment are occurring, such
as increasing liberalization of goods, services and factor markets, redesign of
regional agreements and rebalance of power, advances in information,
communication and transportation technologies. These changes, on the one side,
have created new profitable opportunities for exporters and investors worldwide.
But, on the other side, they have also increased uncertainty in the globalized
international arena. From this it follows that potentially successful opportunities
could remain unexploited because of limited information and lack of proper
evaluation of the associated risks. The aim of the TPO is to help domestic and
foreign entities internationally involved to match potential opportunities with
profitable experiences. (p 14-15).

In fact, the ITC Trade Promotion Organizations Directory 2015 (ITC, 2015)
lists 113 members (see Appendix 1 of Chapter 1), and their importance seems to be
due to the current concerns with restrictions to international trade, as well as the

need of further development of firms’ exporting capabilities to face unpredictable

changes (Geldres-Weiss et al., 2017).

The increase in the number and importance of these institutions have raised
questions about their effectiveness, particularly in developing countries. There are
important reasons supporting the development of a comprehensive and accurate
evaluation of TSIs performance. Among these, one can list the need to maximize
TSIs” economic and social impact, and to increase their credibility with
stakeholders and funders (governments, firms and citizens). In addition, firms’

managers need to be aware about how their firms can profit from EPPs to enhance
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export performance (Freixanet, 2012). Accordingly, several studies have addressed
the issue of EPPs and TSIs performance (Schmidt and Silva, 2015), but the resulting

empirical evidence is controversial.

To evaluate the contribution of TSIs to export performance improvement at
the firm and at the macro level seems to be a very complex task (ITC 2016b). The
reasons for these inconclusive results at the firm level are the following (Freixanet,
2012): (1) the great number of other factors affecting export performance other than
EPPs; (2) differences in the operationalization of export performance; (3)
differences in EPPs’ content and objectives making it difficult to achieve an
adequate overall evaluation; and (4) the need to take into consideration a time lag
between the introduction of EPPs and their impact. On the other hand, some
explanations to justify difficulties in measuring EPPs performance at the macro
level are the unavailability of adequate national trade statistics and differences in

environmental factors affecting each TSI’s country (e.g. Gillespie and Riddle,

2004).

Recent studies have determined that EPPs have a positive and significant
effect on exports (e.g. ITC, 2016a; ITC, 2016b; Hayakawa et al., 2014b; Kang,
2011; Ledermann et al., 2009). Indeed, a study developed by the University of
Geneva, using data from three rounds of surveys performed in 2005, 2010 and 2014,
encompassing 94 countries, confirmed previous literature results, and concluded
that a 1% increase in export promotion budgets increases overall exports by
0.074%, and GDP per capita by 0.065%, besides generating indirect positive effects
on the productivity and competitiveness of non-exporting sectors (ITC, 2016b). In
a recent work, Coudounaris (2018) reaffirmed EPPs’ catalytic role in exports
growth and that the mechanism of awareness and use of EPPs do accelerate firms’

export performance.

Furthermore, Leonidou et al. (2011) find a positive relationship between
EPPs and the improvement of firms’ export-related capabilities. The effect is
stronger on smaller firms and less experienced ones. Similarly, Olarreaga et al.
(2015) observe that more effective export promotion agencies tend to focus on new

exporters and medium-sized (rather than larger-sized) firms. In addition, Martincus
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and Carballo (2010a), verify that EPPs tend to favour the increase and
diversification of export markets of differentiated goods.

Other researchers focused on investigating the impact on export
performance of different types of EPPs. A study from Geldres-Weiss et al. (2017),
examining specifically the impact of trade fairs and trade missions on Chilean
firms’ export competitiveness, points out that trade fairs promote firms’ export sales
growth, and trade missions are advantageous to non-experienced exporters. Further,
Quaye et al. (2017) revealed that not only trade fairs, but also foreign offices, tax
and financial incentives have a strong positive relationship with export performance
of Ghanaian manufacturing firms. Moreover, investigating the network promotion
role of EPPs in driving UK SMEs’ export performance, Haddoud et al. (2017)
disclosed that both informational and experiential EPPs enhanced all forms of
SMEs’ relationships, but only the experiential ones had an indirect effect on export
performance. Finally, scholars have also looked at other issues related to the
successful usage of EPPs (e.g. Coudounaris, 2012; Dominguez, 2017; Marzouk,
2017; Wang et al., 2017).

Whatever their results, research has not covered the whole spectrum of
issues (Freixanet, 2012) and many relevant aspects remain under-investigated.
Tesfom and Lutz (2008), discussing the effectiveness of export support services in
developing countries, observed:

“...while the concept and role of such export support is similar across these
countries, organisational set-up and strategic approaches may differ considerably.
Often public organisations, private institutions or both, undertake the export
support activities... (p 365.)”

An export promotion agency seldom carries out all the export promotion
activities alone. In fact, EPPs usually are not organised and implemented by one
single organisation, but are rather the result of a joint effort. Being so, the need to
develop alliances and partnerships with several organizations having different and

complementary capabilities appears as a logical consequence:

“Private operators alone cannot achieve optimal allocation of resources and state
actors may not be able to address market failures on their own. Effective public-
private dialogue can address failures in government policy designed to overcome
market failures... When the state and business interact effectively, they can
promote more efficient allocation of scarce resources, conduct more appropriate
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trade policies and regulations, remove the biggest obstacles to trade and create
wealth more efficiently (ITC, 2011 p.3-4).”

Already in the early 2000s, Lefebvre et al. (2003) indicated that “...external
agents were found to play an influential role in the internationalisation process,
creating and maintaining business networks that enable potential partners to meet
and communicate... (p. 464)”. Exploring the role of industrial business
associations, Costa et al. (2017) confirmed that institutional networks have a
positive impact on SMEs’ international strategies by reducing risks and
consequently encouraging their internationalization process, highlighting the need

for further research on the impact of different export promotion actors.

The organisational efficiency of TSls is of major concern for national
governments and international organisations, such as the International Trade Centre
(ITC). Yet, EPPs are difficult to analyse, since they often involve several public and
private organisations. This situation appears more frequently in service industries,
and particularly in the creative industries. The reason is that, while manufacturing
and traditional industries follow a well-defined value chain (from input sourcing to
output selling), which can be served by standardized programs, the service
industries and the creative industries show substantial heterogeneity, making it
more difficult to implement standardized programs to stimulate exporting (outward

or inward) activities.

In this paper the following research question is addressed: How are different
networks of TSIs organised to serve the needs of firms in the creative industries in
different countries? To answer this question, this essay examines cases of export
promotion networks targeting segments of the creative industries in three different
countries: United Kingdom, South Korea and Colombia. The fact that the three
countries experience different levels of economic and social development could
provide interesting insights to increase the understanding of the phenomena
investigated here. The contribution of the paper is both theoretical and empirical.
Theoretically, the paper identifies different types of EPP networks and how these
networks are coordinated. To the author’s knowledge, no other study has addressed
this issue. Empirically, the research results can be useful to policymakers and to the

managerial team of TSls.
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The paper proceeds as follows. After this introduction, the theoretical
background is discussed, followed by the research methodology adopted in the
study and its limitations, as well as the rationale for case selection, the data sources
and the data analysis method used. A general description of the three cases is
followed by a cross-case analysis and a discussion of the findings. Lastly,

conclusions and implications are drawn.

4.2.
Theoretical Background

Different countries have organised their export promotion efforts differently
(Seringhaus and Rosson, 1990). In some cases, the government is the dominant
player, controlling the organisations in charge of EPPs. This is the case of Canada
and Australia, which have developed a coordination mechanism to organise the
efforts of various agencies at different levels of government. Other countries
combine government and the private sector to render export promotion services.
This is the case of the UK, which has adopted “an organised partnership approach
with extensive sharing and cooperation” (p. 15). Finally, other countries, such as
Germany, rely mainly on the private sector (e.g. chambers of commerce, industry
associations) to carry on these activities. Seringhaus and Rosson (1990, p.15)
suggest that “planned and strategic export promotion programs will probably
outperform those that are more loosely coordinated”. Comparing two models of
export promotion from the user’s perspective, one private or quasi-private and
based on strategic planning (Austria), and the other public and loosely coordinated
(Canada), Seringhaus and Botschen (1991) discovered that Austrian firms
considered the export promotion services provided by the Austrian system more
useful and also used them more often than their counterparts in Canada, thus
suggesting that coordination and integration may help to design, implement and

control export promotion activities.

In a survey of export promotion agencies around the world, Lederman et al.
(2009) found that 85% were government-related (62% semi-autonomous and 23%
part of a ministry), 10% were fully private, and 5% were public-private. However,

even when there was a dominant agency in a country, there were several “public
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and private agencies working in closely related areas” (p.5). Interestingly,
Martincus and Carballo (2010d), examining the case of Colombia, found that
“bundled services work better,” that is, when services are integrated and combined
they tend to be more effective in promoting exports. There is also some evidence
that market-oriented export promotion agencies are more effective (Ferreira and
Teixeira, 2011) and that “a larger share of board’s seats in the hands of the private
sector” increases the effectiveness of export promotion agencies (Olarreaga et al.,

2015, p.12).

The issue of how different national TSIs work together to promote exporting
has recently received substantial attention. For example, the ITC states that there is
an increasing concern “about the lack of impact that trade related technical
assistance is producing due to the duplication of services by TSIs and other
development agencies.” As a result, “TSIs are pooling their resources, skills and
knowledge to form networks which together provide a complete and relevant range
of service offers” (ITC, 2016a).

The rationale behind the effort to coordinate the services and support offered
by numerous TSIs in a given country rests on the understanding that it is difficult
for a single TSI to have the full range of resources and capabilities required to
efficiently and effectively serve domestic firms in their expansion abroad, and that
networking provides several advantages. In addition, lack of coordination among
TSIs leads to problems such as an insufficient number of qualified participants in
each EPP (GAO, 2001; Williamson et al., 2011), competition among TSIs to attract
clients, and confusion. Czinkota (2012, p.15) points out that “coordination is
crucial” to the performance of EPPs, since TSIs must organize their efforts to make
them easily accessible, “without making it the firm’s task to identify possible
support offices.” Therefore, cooperation among public and private TSIs is
considered pivotal for EPPs’ success (ITC, 2014). Nevertheless, there is still a lack
of research on how to organise the collaborative efforts of TSIs to develop effective
and efficient EPPs.

Networks are conceptualized as “a social system of interconnected

relationships” (Campbell and Wilson, 1996, p.129). There are three main types of
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networks, according to the lead actors, sometimes named differently by different
authors: societal or civic; business or private; and public or government-related (e.g.
Dal Molin and Masella, 2016; Scott and Thomas, 2015). However, Oparaocha
(2015, p.864) combines NGOs and government networks in one category,
institutional networks, and defines the focus of institutional networks as “the
interaction between institutions and organizations in order to support market
opportunity recognition and the connection of the organization with other

resources.”

Some networks develop spontaneously, while others are planned. The
literature on networks often calls these two types “emergent networks” and
“orchestrated networks” (Dagnino et al., 2016). Orchestrated networks are usually
associated to a lead organization that provides legitimacy, coordinates the process
of value creation and organizes the operating environment for the network (Paquin
and Howard-Grenville, 2013). Network dynamics are also relevant. Some networks
expand over time, until they reach a saturation point, while others are constrained
in their growth. In the last case, coordination of the network is more difficult when
the number of members (and nodes) expand exponentially (Dagnino et al., 2016).

Ties among network members can be strong or weak, formal or informal.
Granovetter (1973) suggests that strong ties are less productive than weak ties,
because weak ties have the potential to bring new resources and capabilities to the
network. Accordingly, strong ties typically mean redundancy in the knowledge and
resource base of network members (Sharma and Blomstermo, 2003). Dagnino et al.
(2016) present a comparison of networks based on formal and informal ties.
According to the authors, formal ties impose higher costs of cooperation and
commitment. Formal tie drivers are interorganizational projects that are
“deliberately programmed and implemented”, while informal tie drivers are more
“spontaneous” and based on “serendipity” (p.360). Networks of formal ties are also
characterized by “sharing of complex and highly contextual knowledge”, while
networks of informal ties by “heterogeneity and breadth” in their knowledge-

sharing processes (p. 360).
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One of the basic assumptions of network theory is that “the comparative
analysis of organizations must take into account their network characteristics
(Nohria and Eccles, 1992, p.7). Thus, network theory — particularly one of its
theoretical approaches, interorganizational theory (Araujo and Easton, 1996;
Neghandi, 1980) — can be used to analyse how different TSIs interact. This
theoretical approach holds that independent organisations can benefit by

coordinating their activities.

Interorganizational theory has looked more often to the interaction of
government agencies and non-profit organisations (e.g. Provan, 1984; Provan and
Milward, 1995), although several researchers have applied it to for-profit
organisations and even to multinational corporations (e.g. Ghoshal and Bartlett,
1990; Lechner et al., 2010).

Authors that have adopted this approach quite early (e.g. Van de Ven, 1976)
have been concerned with how different social and public agencies can maximize
their effectiveness by purposefully working together and “coordinating a range of
disparate resources to deliver particular types of services targeted at specific social
problems” (Araujo and Easton, 1996, p. 76). Interorganizational coordination has
received multiple definitions, varying from a “voluntary adjustment” to “systematic
control,” depending on the theoretical perspective adopted (Alexander, 2013, p.21).
Such coordination can be carried out using informal (e.g. informal networks) or
formal structures. Coordination of government programs should be seen as a
political process of “mutual adjustment” between the members. In the author’s
view, many government programs, such as “a loan guarantee program for selected
exporters, [...] is less the result of a rationally coordinated process of interaction
between relevant actors” and more often “the result of self-interested bargaining

and mutual adjustment in a political market” (Alexander, 2013, p.5).

Alexander (2013, p. xvi) claims that the complexity and scope associated
with delivering most public services “cannot be addressed without deploying
multiple agencies and a host of other organisations and institutions.” Resources can
include physical facilities, financial resources, personnel, or even the more-

intangible capabilities that each entity possesses. The configuration of resources
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and activities of public agencies and non-profit organisations needs to be cautiously
planned and implemented to be effective.

Rietjens et al. (2007) identify three types of coordination problems that
could potentially threaten the success of interorganizational networks: task
vagueness, dissimilarity of routines, and lack of local understanding. Fountain
(2013) mentions regulatory ambiguity, unclear accountability, and limitations of
the budget process to share resources as being restraints on effective coordination

by independent government agencies.

Networks are classified according to their level of horizontal integration
(Mandell and Keast, 2009). The present study focuses on “coordination networks,”
that is, when several entities have to coordinate their efforts to attain certain results
that could not be achieved otherwise. Lecy et al. (2014) call these same entities
“governance networks”, while other authors (e.g. Emerson et al., 2012; Scott and
Thomas, 2015) refer to “collaborative governance.” Newig et al. (2010) claim that,
because of the complexity involved in the coordination of government activities
(and often non-governmental actors), network governance is now a critical issue.
In the same token, Dal Molin and Masella (2016), recognizing the importance of
coordination and integration in networks that combine public, private and societal
institutions, observe that the knowledge on the governance of these networks is still
fragmented.

Provan and Kenis (2008) and Kenis and Provan (2009) proposed three types
of network governance: shared governance (organisations that collaborate without
formal coordination), lead organisation governance (one organisation leads the
network) and network administrative organisation governance (i.e. a separate
organisation leads the network). Herranz (2008, 2010) describes three possible
orientations for network coordination: bureaucratic, entrepreneurial, and
community-oriented. Bureaucratic orientation works well at serving legal,
regulatory and administrative requirements. It is also more interested in maintaining
a stable flow of services, and accountability. An entrepreneurial orientation
includes both a concern with financial issues (and greater financial performance)

and an innovative approach to decision-making. Lastly, a community-oriented
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approach to network coordination focuses on building trust and promoting
reciprocity among network members. Isett et al. (2011, p. i158) suggest that
networks “may be formal and orchestrated by a public manager or they may be

emergent, self-organising, and ad hoc, with many variants in between.”

The number and the heterogeneity of network members affect governance;
complexity increases with diversity (Dagnino et al., 2015; Dal Molin and Masella,
2016; Raiseland, 2011). In the case of networks comprising actors from public,
private and not for profit organizations, the issue is even more relevant due to the
differences in purpose, goals, routines, etc. Rietjens et al. (2007) identify three types
of coordination problems that could potentially threaten the success of
interorganizational networks: task vagueness, dissimilarity of routines, and lack of
local understanding. Fountain (2013) mentions regulatory ambiguity, unclear
accountability, and limitations of the budget process to share resources as being

restraints on effective coordination by independent government agencies.

A review of the literature thus suggests that coordination issues are crucial
to the effectiveness of export promotion networks, whatever their nature. Table 5
synthesizes the main issues concerning export promotion networks examined in this

study.

Table 5 - Issues Concerning the Coordination of Export Promotion
Networks

Characteristic Author(s) Type

Leading actor Seringhaus and Rosson (1991) public or government-related

Lederman et al. (2009) Private
Scott and Thomas (2015)
Dal Molin and Masella (2016)

public-private

Scott and Thomas (2015)
Dal Molin and Masella (2016)

Third sector, societal

Intentionality Paquin and Howard-Grenville (2013) Emergent
Dagnino et al. (2016) Orchestrated

Orientation Herranz (2008, 2010) Bureaucratic
Dagnino et al. (2016) Entrepreneurial

community-oriented

Organization

Isett et al. (2011)

Formal
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Characteristic Author(s) Type

Dagnino et al. (2016) Informal
Member Raiseland (2011) Homogeneous
dIVEI’SIty Dal Molin and Masella (2016) Heterogeneous
Governance Provan and Kenis (2008) shared

Kenis and Provan (2009) lead organization

Dagnino et al. (2015) network administrative organization

Dal Molin and Masella (2016)
Coordination Seringhaus and Rosson (1991) tight control
mechanisms

loose control

4.3.
Methodology

The study uses the case method of investigation to examine three export

promotion networks and answer the research question.

The nature of the research question guides the choice of the method to be
used, as well as the nature of the events investigated and the level of control over
them (Ghauri, 2004; Yin, 2014). The question to be answered in this study is of the
"how" type and relates to a contemporary situation, on which detailed
understanding is sought for theoretical development. This type of question is

adequate to a qualitative study using the case method of investigation.

4.3.1.
The case method

The origins of the case method of investigation go back to the Chicago
School of Sociology in the USA and the 19th century Frédéric Le Play's fieldwork
in France (Hamel et al., 1993). In fact, the method has been shown to be more
appropriate to address a number of issues that are relevant not only to the field of
Management, but also to other social sciences such as Sociology, Psychology and

Law, as well as other fields of science, like Medicine.
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Piekkari and Welch (2011) point out that case studies regained a leading
role in management research, with the publication of special editions dedicated to
qualitative research by leading scientific journals, and the inclusion of sessions on
qualitative methods in the annual conferences of important academic associations
such as the Academy of International Business - AIB and the European
International Business Academy - EIBA. In the specific case of International
Business, Brannen and Doz (2010) argue that the theories have moved too far from
the phenomena they intended to explain, urging field researchers to take a closer

look at their objects of study.

In fact, case studies serve to understand, from a holistic perspective,
important and complex social phenomena that lack theoretical foundation or
empirical evidence, and which cannot be fully understood by quantitative methods
(Ghauri, 2004; Yin, 2014). Another important characteristic of the case method is
its adequacy to investigate phenomena that cannot be dissociated from their context
(Dubois; Gadde, 2002; Ghauri, 2004, Yin, 2014,). Piekkari et al. (2009, p.569)
defined the case study as "... a research strategy that examines, through the use of
a variety of data sources, a phenomenon in its naturalistic context, with the purpose

of ‘confronting' theory with the empirical world .

The reasons to use the case method were raised by several authors
(Eisenhardt, 1989; Ghauri, 2004; Gibbert et al., 2008; Yin, 2014), such as (i) when
existing theory is inadequate, incomplete or empirical tests have generated
conflicting or ambiguous results; (ii) to give a new perspective on a phenomenon
already studied; (iii) to study the phenomenon in its context; and (iv) to study
situations in which there is a large number of actors, variables, and
interrelationships among them. Accordingly, the following aspects justify the

adoption of the method in this research:

e The need to deeply analyze, in a detailed manner, the way in which different
networks of TSIs are organized to serve the needs of firms in the creative
industries, knowing that their use can vary according to different economic

and cultural contexts;
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e The fact that quantitative research on export promotion does not provide a
deep understanding of the processes and strategies pursued by TSls to assist

the internationalization of creative services firms;

e The scarcity of qualitative studies on TSIs and the recommendations to use

them.

4.3.2.
Unit of analysis and case selection

To answer the research question, the unit of analysis selected was the

export promotion network.

The selection of multiple cases follows the logic of replication. The
purpose is to generate contrasting results for predictable reasons (Ghauri, 2004;
Gibbertetal., 2008; Yin, 2014). Purposive theoretical sampling was used to identify
ideal typical cases. The choice of cases had the support of specialists from the
Brazilian Export Promotion Agency — Apex-Brasil.

Based on a list of eight potential TSIs, the researcher relied on her
judgment to choose the final networks to be studied. This method is effective when
only a limited number of cases can serve as primary data sources due to the nature
of the research design as well as to its aims and objectives (Pauwels and
Matthyssens, 2004). Finally, the process of case selection considered pragmatic

issues such as ease of access and availability of secondary data.

Three cases were finally selected: United Kingdom, Colombia and South
Korea export promotion networks. The first case deals with the promotion of UK
design abroad. The second case looks at the promotion of filmmaking services in
Colombia. The third case examines another approach to the export promotion of
creative services: South Korea’s experience in developing a specific agency to

support its creative economy.
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The three countries, despite experiencing different stages of economic
development, have been quite successful in their export promotion efforts. The
choice of divergent cases purposefully aimed at examining different approaches
used by different countries to deal with the issue of promoting the international

activities of their creative industries.

The selection of industries was due to the importance given to specific
creative industries by UK and Colombia. In the case of South Korea, the fact that
the country has a centralized TSI to deal with export promotion of virtually all
creative industries suggested it would be preferable to examine the South Korean

TSIs as a whole.

The three cases selected should provide the means to investigate the
diversity of contexts necessary to answer the research question.

4.3.3.
Industry selection

The service sector has been considered the power engine of global economy
and economic development, being responsible, since 2008, for more than half of
the wealth generated by less developed countries. Concurrently, the creative
industries, particularly, have grown at an extremely high pace in terms of job

creation, and income and exports’ expansion (Oliveira, Araujo and Silva, 2013).

The definition of the creative industries used by each country differs
significantly, making it difficult to assess their economic value. Nevertheless,
consistent evidence has been produced to demonstrate their relevance to the world

economy. A 2015 EY study revealed that the cultural and creative industries®

" Formerly Ernst & Young, EY is one of the world’s largest professional services firms.

8 For the purposes of the study Cultural and Creative Industries — CCl — encompass industries
producing creative goods and services, defined by UNESCO during its 2005 Convention on the
Protection and Promotion of the Diversity of Cultural Expressions as “activities, goods and services
which... embody or convey cultural expressions, irrespective of the commercial value they may
have.” Appendix 1 presents the 11 sectors composing cultural and creative industries for the purpose
of the research.
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generated revenues of US$2,250 billion in 2013°, being responsible for the creation
of approximately 30 million jobs worldwide (EY, 2015). Regarding global trade,
according to UNCTAD (2015), in 2012, the creative industries generated around
US$547 billion in exports.

4.3.4.
Country selection

United Kingdom, South Korea and Colombia experience different stages of
economic development, but for all three countries the service sector plays a relevant

role in their economic performance as shown in Table 6.

Table 6 — Main social and economic indicators for the three countries

United Kingdom (1) South Korea (2) Colombia (3)

Indicators Position e Position in
in the Position in the World
Value Value the World Value .
World - Ranking
. Ranking
Ranking

Population (millions) 64.8 22 51.2 27 47.7 29
Service sector labor
force (%) 83.5 - 59.1 - 62 -
GDP (official 2.57 1.53 307.5
exchange rate) trillion - trillion - billion -
[US$]
GDP per capita
(Purchasing Power 43,600 40 39,400 45 14,500 113
Parity) [US$]
GDP - real annual
growth rate (%) 1.7 169 3 114 1.7 165
% of GDP
generated by 80.4 - 59.1 - 61.4 -
Service Sector
Total Exports (US$ 4365 11 552.3 6 36.8 57
billions)
Exports’ share of
GDP (%) 30.1 - 43.9 - 14.2 -
Human 0.909 16 0.901 18 0.727 95
Development Index

Sources: CIA World Factbook and UNDP - United Nations Development Programme 2016 Human
Development Reports

(1) All data refer to 2017 estimates except for the percentage of services sector labor force, which
refers to 2014; GDP (Official Exchange Rate) and Human Development Index attributed to
2016.

(2) All data refer to 2017 estimates except for GDB (Official Exchange Rate) and Human
Development Index which are attributed to 2016.

® To measure revenues, the study adopts an approach based on final consumer and business markets
(B2C and B2B), primarily at retail prices (without indirect taxes). Informal sales, defined as cultural
goods and services sold through unofficial distribution channels by producers and retailers, are
included in the estimates, as well as public license fees for the audiovisual sector (TV and radio).
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(3) All data refer to 2017 estimates except for the percentage of services sector labor force, which
refers to 2011; GDP (Official Exchange Rate) and Human Development Index attributed to
2016.

The United Kingdom

Ranked the third largest economy in Europe, the United Kingdom is
considered a mature economy and highly developed nation, as well as a leading
trading force and financial center, generating GDP annual growth rates of around
2% during the last five years - 2013 to 2017 - with a peak of 3.1% in 201410.
Considering the country’s GDP per capita (Purchasing Power Parity), the UK was
in the 40th place in the world ranking. As of 2016, the country was listed 16th in

the Human Development Index world ranking.

The economy relies heavily on services, considered key drivers of the
country’s GDP growth. In 2017, around 80% of UK’s GDP was generated by the
service sector. At the same time, the creative industries, in particular, constituted a
thriving sector of the British economy, worth in 2016 around US$123,3 billion,
with an increase of 7.6% over the previous year and of 44.8% from 2010 to 2016*
(Department for Digital, Culture, Media & Sport, 2017; Easton et al., 2018).

Exports are also a significant driver of the British economy growth. In
2017, exports’ share of GDP was 30.1%; the country was the 11th world exporter.
Moreover, in 2012, the country was ranked the third creative goods exporting
country among the top 10 developed economies, led by the Design sector
(UNCTAD, 2015).

South Korea
South Korea came out as one of the 20" century’s most impressive

economic successes, evolving within decades into a fast developing, globally

connected, high-technology, service-based economy.

10 Data retriecved on March 2018 from the statistics portal Statista —
https://www.statista.com/statistics/281734/gdp-growth-in-the-united-kingdom-uk/.

11 Corresponding to 92 billion British pounds converted in US$ with the exchange rate of November
29 2017 (1 GBP = US$1,3402). The sector contribution is measured in terms of Gross Value Added,
i.e., the value of goods and services produced without associated costs.
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As the world evolved to knowledge and creative economies, South
Korea’s government acted to switch the country’s economic growth model to one
based on creativity and innovation, launching in 2013 and implementing since then,
the ‘Creative Economy Action Plan and Measures to Establish a Creative Economic

Ecosystem’ (UNCTAD, 2015).

The country’s GDP grew consistently over the past decade, apart from 2008
and 2009 due to the global financial crisis. Considered one of the world’s most
booming countries, South Korea is one of the G-20 major economies as well as one
of the Next Eleven countries, a term coined by Goldman Sachs in late 2005 to
indicate eleven countries which have the potential to become the world's largest
economies in the 21% century. The country showed GDP annual growth rates of
around 3% during the last five years - 2013 to 2017. As to the GDP per capita
(Purchasing Power Parity), South Korea was placed 45" in the 2017 world ranking.
The nation has shown steady growth and poverty reduction since the 1960s, being

listed 18th in the 2016 Human Development Index world ranking.

Just like in the United Kingdom, South Korea’s service sector is
considered an important driver of the country’s economic growth, with almost 60%
of its GDP originating in the service sector in 2017. Indeed, since 1960s resources
have been directed to export-oriented industries, what allowed the country to
become the world’s sixth-largest exporter in 2017, with exports representing a 43.1
share of its GDP in the same year. Moreover, in 2012, the country was ranked the
fourth world exporter of creative goods among the top five developing countries,
showing an increase of more than 150% over the previous decade (UNCTAD,
2015).

Colombia

Colombia is a developing country, located in the Northwest corner of
South America, which became independent from Spain in the early 19" century.
Despite several internal conflicts, the country has enjoyed a remarkable political
and economic turnaround over the 2000s, standing out among South American

countries for its relatively successful social and economic development process.
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Colombia’s economy, like many South American countries, is still
considerably based in agriculture and commodity-driven industries. However,
many service sectors are becoming ore important in the economy. According to
2017 estimates, 62% of Colombian GDP was generated by the service sector. The
country showed an average GDP annual growth rate of 3.2% for the last five years
- 2013 to 2017 - with a peak of 4.87% in 2013%2. Considering the GDP per capita
(Purchasing Power Parity), Colombia was listed 113" in the 2017 world ranking
and 95" in the 2016 Human Development Index ranking®3.

In 2017, Colombia was the 57" world exporter, with exports’ share of its
GDP amounting to 14.2%%*. Despite its still modest position in the world's
international trade ranking, Colombia has made important efforts to expand and
promote exports in some specific goods and service sectors. At the late-2000s the
country’s government concluded that, to achieve sustainable economic
development, it was necessary to focus on improving the competitiveness of some
particular business sectors. The Productive Transformation Program (PTP),
launched in 2009, can be considered the central axis of the country’s export
promotion policy. Inspired by the experiences of the East Asian economies that
emerged from underdevelopment to achieve high growth rates, the program is a
public-private partnership, created by Colombia’s Ministry of Commerce, Industry
and Tourism, and administered by Colombia’s Foreign Trade Bank — Bancdldex —
engaging several industry sectors, considered strategic and of high export potential,

with the aim of accelerating their growth and competitiveness.

The country that showed an increase of almost a 100% from 2003 to 2012
in creative industries exports, maintaining a platform for the circulation and
exchange of creative products and services in 6 key sectors: design, performing arts,
audiovisuals, music, publishing and videos games. (UNCTAD, 2015). In 2013,

12 Data retrieved on March 2018 from the statistics portal Statista —
https://www.statista.com/statistics/369076/gross-domestic-product-gdp-growth-in-colombia/
13 |dem previous footnote.

14 Idem previous footnote.
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over 57% of Colombian digital content companies (videogames, animation, mobile

apps and audiovisual) exported their products and services (Procolombia, 2013).

4.3.5.
Data collection

The study is based on secondary data. The secondary data were obtained
from multiple sources, including organisations’ sites, published documents,
previous studies on the specific countries and export promotion agencies, journal
articles, etc. The use of a number of sources enabled to reconstruct the cases and
permitted triangulation, supporting construct validity (Yin, 2014). Appendix 4
presents the most important secondary data sources for each case and the main type
of documents provided by them.

4.4,
Case analysis

Individual case reports and cross-case analysis were used.

The cases were developed sequentially, that is, each case study was
completed (in terms of data collection and analysis) before starting the next case.
Accordingly, a detailed descriptive report for each case was prepared and
preliminary data analysis performed before proceeding to the next case. Although
this process takes more time, it is considered preferable to a simultaneous collection
of data followed by an analysis of all the cases because it gives the researcher the
opportunity to refine the research question, and even to select cases that are more
suitable to the originally envisaged purpose (Ghauri, 2004; Dubois and Gadde,
2002).

The data analysis used within-case and cross-case analysis (Pauwels and
Matthyssens, 2004; Yin, 2014). After a preliminary analysis of each case, a detailed
within-case analysis was performed using chronologies and tables (Ghauri, 2004),
followed by a comparison of the three cases (cross-case analysis), aiming at
identifying similarities and differences. At the end of the analysis, an effort was
made to theorize the different types of export promotion networks identified.
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Several tactics were applied throughout the investigation, with the purpose
of increasing the validity and reliability of the research based on Yin’s (2014)

recommendations (Table 7).

Table 7 - Tactics employed to increase research’s validity and

reliability
Tests Tactics Research phase when they
were applied
Construct e Use of multiple sources of evidence e Data collection
validity (triangulation)
Establishment of chain of evidence e Data collection
e Review of case study reports by
specialists in export promotion e Reports
Internal e Use of cross-case analysis e Data analysis
Validity
External e Use of multiple cases ¢ Research design
Validity e Use of replication logic e Research Design
Reliability e Use of case study protocol e Data collection
e Development of case study database e Data collection
4.5.

Research Limitations

There are limitations inherent to qualitative research based on case
studies. The first one stems from the very nature of the method, that is, the fact that
case studies do not allow statistical generalizations: the behavior of a specific unit
of analysis may or may not reflect the behavior of the population. Nevertheless, it
is possible to use the findings of case studies to arrive to analytical generalizations.
Another limitation commonly attributed to case studies is associated to the
subjectivity of the researcher’s judgment. In fact, subjectivity is typical of
qualitative methods, but can be mitigated by the use of triangulation (Yin, 2014), a
procedure adopted in this research.

Additionally, this study analyzes only three cases, all representing
successful experiences. The examination of other cases, including some describing
failed experiences, could offer other important insights, enriching the understanding
of the phenomenon being studied. Indeed, the unavailability of information on the
networks of various countries restrained the prior identification of successful and

unsuccessful representative cases. Furthermore, researching TSIs’ efforts to
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promote exports of other industries could also imply different findings, revealing
other important probable patterns.

Also noteworthy is the fact that this type of data is considered by many
TSIs and their managers as strategic, and therefore confidential, what obstructed
the process of primary data collection.

4.6.
Case Description

This section briefly describes the three cases selected for the study: design

in the UK; filmmaking in Colombia, and the creative industries in South Korea.

4.6.1.
Design in the United Kingdom

The UK is one of the leading countries in the world in terms of design; the
country has been consistently ranked among the top six in design over the past few
years, according to several world rankings. Furthermore, exports of products in
which design was a key characteristic were responsible for more than 7% of total
UK exports in 2013, and UK design exports rank fifth in the world (Design Council,
2015). Accordingly, the design industry has received substantial governmental
support, as well as support from non-government entities, and it is considered a

strategic industry by the UK.

Some of the institutions that promote UK design internationally are: the
Design Council, the British Design and Art Direction, the Design Business
Association, the British European Design Group, the Department of Architecture,
Design, and Fashion (DADF) of the British Council, the British Design Initiative,
and the Design Museum. Table 8 presents some characteristics of these

organisations.
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Table 8 - UK Organisations and the Promotion of the
Internationalization of Design
Organization Date of Goals and activities related to the promotion of

inception | the internationalization of UK design

Design Council (non-profit 1944 Increase the competitiveness of UK design;

organisation) encourage UK firms to use design to reach new
markets via training and coaching.

British Design and Art 1962 Establish standards of excellence for UK design;

Direction (professional promote UK design internationally.

association)

Design Business 1986 Offer export advice and market information.
Association (industry
association)

British European Design 1991 Promote the internationalization of European and
Group (trade organization) British design overseas (from Asia to the Americas)
by organising trade fairs and exhibitions, and by
offering coaching and consulting services.

British Council (Dept. of n.a. Promote British design through international
Architecture, Design and exchange programmes, international and national
Fashion) events, foreign missions, student grants, etc.

British Design Initiative 1993 Offer counseling to foreign firms interested in UK
(dissolved on January design services; participate in foreign missions and
2016) exhibitions; register export design activities, etc.
Design  Museum  (non- 1989 Organise touring exhibitions of UK design abroad
profit)

Dept. for International 1999 Enhance the competitiveness of UK firms in
Trade (previously UK international business by offering a broad range of
Trade and Investment) services to firms in general.

Source: sites of the organisations.

Each of these organisations has a variety of programs aimed at strengthening
national capabilities in design, supporting firms and promoting the UK as a leading
country in design. In spite of the number of institutions and initiatives, there is
strong cooperation between public and private entities and a common
understanding that the development of the UK design industry is associated with

the expansion of its international business activities.

The Department for International Trade (DIT) (previous UK Trade and
Investment - UKTI) is the United Kingdom’s trade and investment promotion
organisation. It has 227 foreign offices, serving around 48,000 client firms. The
creative industries are among the five key sectors targeted by the DIT (ITC, 2015).
There is evidence that the organisation’s actions to support UK firms in foreign
countries are well-conceived and effectively conducted. The large number of

offices permits the development of a network of contacts within specific foreign
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markets, connecting UK companies with local business and government (Coelho
and Rocha, 2013). The DIT is also recognized for “one of the most advanced
results-measurement systems” among TSIs worldwide (Prunello, 2014, p.15). The
DIT does not exercise a formal role of coordination; however, because the other
institutions are smaller and focused on one sector — in this case, design — without a
broad range of foreign offices, the DIT’s role is critical for networking and for local
business services, thus playing an important coordination role. According to
Alexander and Warwick (2007, p.182), to provide “intermediation service is one of
the main roles” of the DIT because of the government’s “wide range of contacts.”
The authors report the results of a study that evaluates the performance of the DIT

positively.

4.6.2.
Filmmaking in Colombia

The second case study is the filmmaking services industry in Colombia.
Colombia presently ranks fourth in Latin America in the production of movies. The
government’s main strategic goals for the industry include: promote Colombia as
one of the leading destinations for the production of movies; attract foreign
investment; and promote co-productions and international partnerships. The main
competitive advantages for Colombia to develop this industry are believed to be its
geographic diversity (such as tropical forest, high mountains, and ocean coastline),
rich colonial heritage (such as historical sites, mansions, and villas), low-cost
services (compared to the US and Europe), skilled professionals and technical staff,

and a favourable regulatory environment (CONPES, 2007).

The following government agencies are involved in the promotion of
filmmaking in Colombia: the Colombian Ministry of Culture’s Film Office, the
National Council for Film Arts and Culture (CNACC), Proimagenes Colombia, and
Procolombia. In addition, private entities also have a say in this process. To
coordinate these efforts among the agencies and with the private sector, the

Colombian Film Promotion Committee (CFPC) was created in 2012.
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The Committee is composed of the Secretary of Commerce, Industry and
Tourism, the Secretary of Culture, the director of the Ministry of Culture's Film
Office, the director of Proimagenes Colombia, the president of Procolombia (the
Colombian export promotion agency), a representative of the filmmakers in the
CNACC, and two other representatives with a broad background in the film
industry. The CFPC administers the Colombian Film Fund, created in 2012, which
reimburses part of the expenses (up to 40%) to foreign filmmakers for film services
delivered in Colombia by local firms, and is responsible for promoting the country
as a film location. The CFPC offers an additional list of services to foreign
filmmakers, such as: information regarding incentives and services available
locally, legal assistance, networking with local organisations, etc. Table 9 presents

some additional information on these organisations.

Table 9 - Colombian Organisations and the International Promotion of
the Filmmaking Industry

Organization Date of Goals related to the promotion of Colombia as a
inception | filmmaking location

National Council for Film n.a. Strengthen and promote the Colombian film industry
Arts and Culture (CNACC) in cooperation with Proimagenes

(government agency)

Proimagenes Colombia 1997 Organise and coordinate events, exhibitions, and
(not for profit) festivals; facilitate international co-productions and

joint projects; provide detailed information on sites
and services available in Colombia for foreign

filmmakers.
Procolombia (export 1992 Promote Colombian exports, by offering a broad
promotion agency) range of services to firms in general.
Colombian Film Promotion 2012 Offer information, support, and advice to foreign
Committee (CFPC) filmmakers interested in Colombia; manage the

Colombian Film Fund; organise missions of foreign
filmmakers to Colombia.

Source: sites of the organisations; n.a. = not available

Procolombia (formerly Proexport Colombia) is an export promotion agency
with 26 foreign offices, serving around 7,000 domestic companies. Like many other
developing countries’ export promotion agencies, Procolombia does not target
specific key industries, but serves firms from every industry in the agribusiness,
manufacturing and services sector (ITC, 2015). Nevertheless, Procolombia has a
limited number of offices abroad and most of its budget is spent on activities within
the country, which is explained by the fact that firms need to overcome internal

obstacles or competitive disadvantages (Gonzalez, 2009) before they are ready to
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export. Analyzing an EPP conducted by Procolombia in the early 2000s, Gonzélez
(2009) mentioned the lack of coordination between operators and the TPO as one
of the key criticisms of participant members. However, Procolombia has made
substantial efforts to overcome many of these problems. In fact, in 2014
Procolombia received the ITC award for the best export promotion agency in a
developing country for its methodology for developing textiles and apparel exports
to the US, focusing particularly on Colombian firms’ ability to meet US buyers’

expectations.

In this case, the Colombian government created a specific entity (CFPC) to
carry out the coordination and leadership of the export promotion efforts for the
audiovisual sector in the country. Because of its specificities, the audiovisual
industry needs extensive coordination due to the different goals and purposes of
government institutions, filmmakers, distributors, and other organisations and
individuals: whereas some focus on the cultural value of the activity, others
emphasize the business side. Therefore, coordination is not only a matter of
organising export assistance in an efficient and effective manner, but also getting
the commitment and ensuring the cooperation of different stakeholders.

4.6.3.
Creative Industries in South Korea

The third case examined herein is the exporting of creative services from
South Korea. In fact, South Korea has promoted a major change in its support to
the creative industries. Until 2009, there were several agencies in charge of
developing specific sectors of the creative industry, including the Korea
Broadcasting Institute, the Korea Culture and Content Agency, the Korea Game
Industry Agency, the Cultural Content Center, and the business group for digital
content of the Korea IT Industry Promotion Agency. In 2009 these organisations
merged into a single new agency, the Korea Creative Content Agency (KOCCA),
under the supervision of the Ministry of Culture, Sports and Tourism (MCST). The
purpose was to promote the development and growth of South Korea’s creative

industries in order for the country to become one of the five leading content
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providers in the world. The agencies responsible for design and information
technology have been kept separate.

KOCCA presently has offices in seven countries: the US, Japan, China, the
UK, Indonesia, the UAE and Brazil. The main functions of KOCCA are: providing
support to content development and production; support to start-ups, including
incubating; support to the localization of content (such as translation, dubbing, and
marketing); organising and hosting international trade shows, fairs, exhibitions and
other events; providing general overseas services; offering human resource
development and education; and developing cutting-edge technology. KOCCA
presently provides support to the following segments of the creative industries:
games, broadcasting, cartoons and comics, animation, character licensing, music
and fashion. In addition, the organisation runs a laboratory, a training center and an

incubator.

KOCCA works in close connection with the Korea Trade-Investment
Promotion Agency (KOTRA), created in 1962 to support the internationalization
of the Korean economy. Presently, KOTRA has 126 trade offices in 86 countries,
with around 14,000 client companies (ITC, 2015). In 2011 KOTRA launched the
Service Mundus Programme, aimed at the internationalization of South Korea’s
service industries, including a small group of promising exporters from several
service industries: animation, design, character licensing, music, smart concept/
games and mobile; e-learning, franchising, health services, and engineering
services. The initiative was meant to support small and medium-sized world-class
firms in their foreign expansion, in order to reduce the typical trial-and-error
approach to internationalization used by entrepreneurial firms in their
internationalization process. The program offers the following services, in addition
to other services delivered by KOTRA: a roadmap for the international expansion
of SMEs; the development of partnerships and strategic alliances required to enter
international markets; customer and partner identification in international markets;
customised market research; consulting and coaching for planning and budgeting;

legal advice in terms of copyright and brand protection in foreign countries.
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KOTRA’s major contribution to the export expansion of South Korea’s
creative industries probably has to do with its large network of foreign offices,
whereas KOCCA only administers seven offices abroad. As past research has
revealed (Kang, 2011), KOTRA’S offices in foreign countries have had a positive

and significant impact on the growth of the country’s exports.

KOCCA has developed close partnerships with other government agencies,
such as the Korean Culture and Information Service (KOCIS) and the Korean Film
Council (KOFIC), both supervised by the MCST. Other partners are the Ministry
of Foreign Affairs and the Ministry of Tourism (Tuk, 2012). In addition, KOCCA
works in cooperation with the Korea Invention Promotion Agency (KIPA) to

support inventiveness in the creative industries.

Interestingly, there is only an informal coordination among the various
agencies involved in the promotion (domestically and internationally) of South
Korea’s creative industries. Although Tijan (2009, p.181) claims that “all these
efforts work collectively,” Kim and Nam (2016) point out that there is “a lack of
systematic integration between the MCST and key national agencies of the tourism
and creative industries sector” (p.110), and they suggest that there is a need for “a
systematic communication channel to facilitate effective collaboration and

cooperation between relevant government organizations” (p.112).

Table 10 presents South Korean organisations involved with the
internationalization of Korean firms in the creative industries. Although some
organisations serve multiple industries, the table only includes those activities that

directly or indirectly promote the international activities of the firms.

Table 10 - South Korean Organisations and the International
Promotion of the Creative Industries

Organization Date of Goals related to the promotion of South Korea’s
inception | creative industries

Korea Creative Content 2009 Promote the growth of South Korea’'s creative

Agency (KOCCA) industries in order to turn the country into one of the

(government agency) world’s leading producers of content.

Korea Trade-Investment 1962 Promote South Korea’'s image, as well as its

Promotion Agency (KOTRA) products and services abroad.

(government agency)
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Organization Date of Goals related to the promotion of South Korea’s
inception | creative industries

Ministry of Culture, Sports 1968 Support the development of South Korea'’s creative

and Tourism (MCST) industries and to improve its cultural reputation

(government agency) globally

Korean Culture and 1971 Promote South Korea overseas. Operates 29

Information Service (KOCIS) cultural centers outside the country.

(government agency)

Korean Film Council 1973 Support and promote Korean filmmakers in the

(KOFIC) (state-supported) domestic and international markets.

Korea Invention Promotion 1973 Promote the international competitiveness of

Agency (KIPA) Korean inventiveness by offering assistance,

((government agency) training, and patent management support.

Source: sites of the organisations.

4.7.

Cross-Case Comparison

The descriptive account of how each country organised its export promotion

network to promote the creative industries’ exports led to a classification of the

three approaches according to four previously identified dimensions (leading actor,

intentionality, orientation, organisation, member diversity, governance and

coordination mechanisms). Table 11 presents a comparison of the different

approaches used.

Table 11 — A Comparison of the Three Export Promotion Networks

Characteristic of export UK Colombia South Korea
romotion networks . . . .
P (design) (filmmaking) (creative
industries)
Leading actor public-private public Public
Intentionality orchestrated orchestrated orchestrated
Orientation entrepreneurial bureaucratic entrepreneurial and
bureaucratic
Organization informal formal Informal
Member diversity heterogeneous heterogeneous heterogeneous
Governance lead organization network Shared
(DIT) administrative
organization (CFPC)
Coordination mechanisms loose tight tight/loose

The lead actors in UK’s export promotion network are private-public export

promotion network, while both Colombia and South Korea are public. The three

networks show a considerable amount of member heterogeneity (Dal Molin and

Masella, 2016; Raiseland 2011). The UK’s network presents a combination of
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public, not for profit and private organizations, while Colombia’s has public and
not-for-profit members, and South Korea’s is essentially public, although with
several different types of agencies. Interestingly, the literature has only recently
emphasized the presence of not-for-profit organizations as part of
interorganizational networks (e.g. Scott and Thomas, 2015; Dal Molin and Masella,
2016). In Colombia, the participation of the private sector is limited to seats in a
national state-sponsored film council. The three networks can be characterized as
orchestrated (Dagnino et al., 2016), because they were intentionally created to
promote these industries’ internationalization. This characteristic is expected in

publicly-sponsored programs.

In terms of orientation and organisation, the Korean system more closely
resembles the UK’s. In both countries the coordination of export promotion
networks is informal, and they seem to adopt a more entrepreneurial approach than
Colombia’s. However, the UK system has a clear lead organization — the DIT, the
UK’s trade and investment promotion organisation — while the Korean system does
not have a well-defined leadership. This specific characteristic might explain why
there has been some concern about improving the coordination mechanisms of the
export promotion network in charge of the promotion of South Korea’s creative
industries abroad (Kim and Nam, 2016). As for Colombia’s approach, it shows a
more bureaucratic focus (Herranz, 2008, 2010) and is more formal (Isett et al.,
2011; Dagnino et al., 2016). It is organized under the direction of a network
administrative organization — the CFPC — designed to bring efforts together and

promote cooperation among different stakeholders.

4.8,
Discussion

The comparison between different approaches to export promotion in the
creative industries shows that both centralization (as in South Korea) and
decentralization (as in the UK) of activities may work satisfactorily. Defining an
ideal set up is not feasible when dealing with different institutional environments
(e.g. Belloc and Di Maio, 2011, Gillespie and Riddle, 2004). Whatever the degree

of centralization, countries have adopted a loose, tight (Seringhaus and Rosson,
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1991), or loose-tight coordination system, each with advantages and disadvantages.
However, regardless of the set up adopted, this study’s results supports the
understanding that interorganizational networks generate organizational
effectiveness by enhancing organizational capacity building and leading to positive
effects on EPPs and TSlIs (e.g. Jones et al., 2017; Oparaocha, 2015; Paarlberg &
Varda, 2009).

Figure 6 offers a pictorial representation of the UK and the Colombian cases

analysed in this paper.

Pro-
imagenes

Colombian Film
Promotion Committee

Design
| Council |~
Dept. for //{',/"
Intl Trade | |

\
‘ % BEDG
Design

Initiative L’f*l DADF

/ Pro-
/" Colombia

Loose Coordination — U.K. design EPP Tight Coordination — Colombia filmmaking EPP

Figure 6 — Comparison of the UK and Colombian approaches

The UK’s approach to the promotion of the design industry can be
conceptualized as a loose coordination system. This approach seems to work quite
well in this case, but the model may not be easily copied by other countries. It is
possible that one reason for the smooth functioning of these different institutions’
activities is the fact that the UK has a mature design industry and consistently ranks
among the leading countries in design. Therefore, efforts are rather incremental and
do not require substantial change. However, the loose coordination approach is not
the most effective way of dealing with export promotion networks. As depicted in
Figure 6, the number of potential linkages between the organisations involved is

very high, increasing the risk of duplication of efforts, lack of coordination,
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problems of communication, etc. (e.g. Czinkota, 2012; GAO, 2001; Rietjens et al.,
2007; Williamson et al., 2011; Dagnino et al., 2016).

The Colombian approach addresses the problem of coordination by creating
a specific institution to coordinate the export promotion network for filmmaking
services. All relevant entities associated with the public or private filmmaking
industry have a seat on the Committee, thus permitting easy communication and
coordination of efforts and activities. Unlike the UK, Colombia is developing a
nascent industry, and the country is not a traditional supplier of pre- and post-
production services to the global filmmaking industry. Therefore, the approach used
—which I call tight coordination — potentially allows for a better use of the country’s
resources and avoids duplication of efforts and conflicts. Nevertheless, the creation
of a central committee is not enough for a tight coordination; its success depends
on effective and efficient implementation (e.g. Belloc and Di Maio, 2011;
Alexander, 2013).

Lastly, South Korea has adopted a centralized approach by combining most
of its creative industries into one single agency, after having used a decentralized
system for many years. Although potentially it can allow for better coordination
and control, there are also potential risks of not giving enough attention to different
activities and trying to ‘fit all into one.” The cooperation between the agency
responsible for the creative industries and the Korean trade promotion organisation
is enhanced by the fact that the latter has recently launched a programme to
internationalize South Korea’s services industries, with particular emphasis on the
creative industries. Goal congruence appears to be a critical factor in promoting
cooperation among Korean TSls. In spite of this, there has been some criticism
regarding the coordination of activities between different entities (Kim and Nam,
2016). Therefore, the study’s results indicate that South Korea has adopted a tight
approach, by combining several agencies into one, but also keeps a loose approach
in the relationships between the creative industries agency and the export promotion
organization (Figure 7).
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KOTRA

Korean Trade-
Investment
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Korean Creative
Content Agency
Promotion Agency

Tight Coordination by Loose Coordination with the
Centralizing Agencies Export Promotion Agency

Figure 7 — Korea’s tight/loose coordination

The examination of these three types of export promotion networks and their
coordination choices suggests that there are different options that can be followed
by different countries. No one model fits any one country specifically. Four factors
seem to have an impact on the coordination of export promotion networks: the level
of economic development of each country; the level of development of the target

industry; the country’s export intensity; and cultural and historical factors.

As to level of economic development, one can hypothesize that less
resources (typical of a less developed country) invite a tighter coordination system,
which tends also to be more bureaucratic. It is noteworthy, in the case of Colombia,
the limited participation of private sector actors, contradicting the prescription in
the literature that strategic collaboration of the private sector is paramount for
attaining success with export promotion efforts (e.g. Belloc and Di Maio, 2011).
Yet, this limitation seems to be offset by the presence of the private sector in the
executive board of the Colombian state-sponsored film council. Indeed, the
literature points out that private sector participation in boards are related to greater
TSIs’ efficiency (ITC, 2016b).

The stage of development of the industry targeted by the export promotion
network, whether nascent, growing, or mature, also seems to have an impact. The

UK adopts loose coordination mechanisms probably because the country’s design
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industry is already mature, while Colombia chooses a tighter coordination of the
export promotion network to develop a nascent industry. South Korea, on the other
side, is an export-oriented economy, with almost 44% of its GDP coming from
exports (compared with Colombia, with around 14%), and thus invests much more
in the development of exports. The Korean export promotion network for the
creative industries is characterized by a combination of pre-existing government
agencies into one, which interacts with other agencies, particularly the powerful
national export promotion agency. Moreover, in the case of South Korea, cultural
and historical factors seem to also interfere; in a collectivist culture, the congruence
of interorganizational with national goals is easier to achieve (Hofstede, 1980), and

therefore do not require tight coordination between different agencies.

In addition to the four factors cited as determinants of the type of
coordination adopted by export promotion networks, we second the extant literature
that argues that each specific situation calls for the right combination of partners,
participation structures, and coordination mechanisms, and that the network’s
leading actor must be able to detect and implement the adequate mix (Russell et al.,
2015; Oparaocha, 2015). Indeed, size, governance structure, funding partners and
activities of TSlIs basically will vary according to the strategic needs of each country
(ITC, 2016b). Finally, the study leads us to believe that systematically monitoring
the TSIs’ performance is critical to assessing the eventual need to promote changes

in their governance structure.

4.9.
Conclusions

Networks of organisations are today an undeniable trend in almost every
field of human activity, such as export promotion. While these networks
simultaneously allow for the combination of resources and capabilities of different
entities, they also challenge the ability to coordinate these efforts in an effective and
efficient way. Coordination thus has turned into a critical issue in export promotion

activities.
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The aim of this research was thus to explore the issue of how different
countries have successfully designed and implemented the coordination of TSIs’
activities to assist their creative industries. The study provides empirical evidence
of how different approaches, from the centralization of an export promotion
network to decentralization, and from loose coordination to tight, may be used to
promote the exports of firms in the creative industries.

The results also suggest that each context may require a different approach
to the coordination of TSI’s activities. The degree of economic development of each
country, the maturity of the target industry, the resources dedicated to export
promotion, as well as cultural and historical issues, may play a role in determining

which approach would be a better fit for each country and sector.

Although the study has not covered the issue of network framing, that is, the
extension to which these networks are subject to political goals and resource
allocation restraints, future studies should examine this issue. The effectiveness of
these export promotion networks was also not considered in this study, although
their choice was based on the understanding of specialists that they have been quite

successful.

This study has its limitations. Firstly, the use of the case method of
investigation does not permit the generalization of the findings to the population of
TSIs and export programs directed to the creative industries. The method, however,
allows for analytical generalizations. Secondly, the research examined only three
cases; other cases could provide additional perspectives to enrich the understanding
of the phenomena under study. Thirdly, the three cases portray successful
experiences. It is possible that unsuccessful experiences provide additional insights
into the matter. Also noteworthy is that the data required for the research is
considered by many TSIs and their managers as strategic, and therefore
confidential, thus limiting the access to primary data. Attempts to schedule personal
interviews were frustrated, and the only personal interview conducted did not add
relevant information beyond that already obtained from secondary sources. Further

research is needed to examine this issue in more depth.
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Chapter 5 — Conclusions and Avenues for Future Research

This chapter presents the overall conclusions reached by the study, the
contributions to the theory and practice of export promotion, and some avenues for

future research.

5.1.

Conclusions

The conclusions reached by this PhD thesis are limited by the qualitative
methods used, which do not allow statistical generalizations of the findings, but

only analytical generalization.

My first concern was to understand the fit between the export promotion
literature and the literature on export barriers. Since barriers limit the firm’s ability
to export, and the main purpose of export promotion is to address the problems that
inhibit export activities, one should expect a perfect match. Nevertheless, the
examination of the literature shows only limited dialogue between the two sides.
Although the export promotion literature acknowledges the existence of export
barriers, in general the authors do not go beyond this recognition. This situation
becomes even more obvious when examining the list of authors from each
literature, which is surprisingly different. Therefore, one can conclude that both
literatures present serious shortcomings that need to be addressed, and do not at this
point offers a broad and consistent enough view of the match between firms’ needs

and TSIs’ offer.

An important issue that should be taken into consideration to allow a better
match between export promotion and export barriers literatures and guide research
on these fields is the fact that despite the existence of market failures and barriers
to entry in international markets, this does not automatically imply that export
assistance is adequate. The correct appraisal of the need for this type of intervention
demands an evaluation of the cost-effectiveness of government actions. Export

promotion must bring benefits not only to firms individually, but also to society as
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a whole (meaning citizens/taxpayers), balancing issues associated to equity and

fairness.

The difficulty in defining and empirically measuring the main constructs —
export barriers, export promotion and export performance — surrounding these
research fields are probably at the heart of the flaws in terms of consistency and
comparability of the research results. Moreover, the phenomena-based nature of the
export barriers domain, that is, the unavailability of sound theoretical perspectives
to lead researchers towards building a more consistent and reliable body of
knowledge, adds another obstacle to the dialogue of both streams of literature.
Another part of the problem comes from measuring the benefits of export
promotion only from an economic perspective. The use of other measures, both at
the macro and micro level, would permit a more comprehensive evaluation of the
impact of export promotion. The standardization of data collection instruments
would also add to the quality of research. Also, more longitudinal studies are
required, both quantitative and qualitative, in order to evaluate the long-term impact

of export promotion.

Also, the literature on export promotion ignores, to a large extent, the role
of private sector and non-profit TSIs. Questions that remain are: Are private and
non-profit TSIs effective? When is it desirable and convenient to involve private
and non-profit TSIs and how should they act? How to foster cooperation between
different kinds of TSIs? What type of organizational set-up could better serve

export promotion systems?

Therefore, the first essay presented leads to the conclusion that substantial
effort is needed to combine these two literatures and integrate their findings into

one more solid body of knowledge.

The second essay has adopted a more empirical approach, examining to
what extent firms’ needs are served by export promotion programs. This situation
was examined in a longitudinal study of a fashion cluster, formed by smaller-sized
firms. Again, there is a lack of dialogue between the two sides of export promotion.

Moreover, the most serious barrier to exporting faced by the firms was not due to


DBD
PUC-Rio - Certificação Digital Nº 1412548/CA


PUC-Rio- CertificagcaoDigital N° 1412548/CA

124

market failures, but to coordination failures. Moreover, despite substantial
investment by several TSIs along the cluster’s lifecycle, it seems that basic firm
needs, such as knowledge of the market and of export methods and practices, were

not well served by these programs.

The findings reported in the second essay show a typical case of
misallocation of resources, since they were rather abundant along the cluster’s
trajectory.  Financial investments, investments in design, human capital
development and attempts to transfer knowledge did not, at the end, benefit firms
in the cluster, or the cluster as a social and economic entity. The failure of such
efforts can be credited to the TSls involved in the export promotion efforts, but also
to the individual firms, suggesting that the model used to transfer benefits to the

cluster has not been successful.

One issue that I have not raised in the study, but that seems to some extent
to be behind more apparent problems, has to do with the absorptive capacity of
individual firms. The transfer of knowledge is not one-sided; it requires certain
capabilities on the side of the firm. It is definitely surprising that several
entrepreneurs mentioned their lack of skills to perform even the simplest exporting
methods and practices, as well as their ignorance about foreign markets. Since
informational barriers are the most crucial and the most common market failures,
and there was substantial investment in export promotion in the cluster, why these
firms still seem so unprepared? | believe that the issue of absorptive capacity needs

to be addressed by future research.

Therefore, both the literature and the practice of export promotion suggest
that the two sides — Trade Support Institutions and exporting firms — still need to
improve their dialogue. In fact, the crucial issue revealed by the empirical study —
coordination failures — is barely addressed in the two streams of literature examined.
In the cluster studied, the lack of inter-organizational relationships are a deterrent
to the establishment of trust and commitment. As pointed out by Chabowski et al.
(2018, p.136), “the role of networking and developing relationships is critical for

sustained interaction with others.”
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The third essay shows, however, that successful export promotion programs
combine different types of TSIs (public, private, and non-profit) and use different
coordination models depending on the specific characteristics of the countries. This
means that it is possible to develop an indigenous model to organize and coordinate
export promotion efforts that can better serve each country’s specificities. Different
models can serve different purposes, and one must be aware of the specific needs

served, considering that flexibility is a key aspect of EPPs.

As an overall conclusion the study points out to the potential mismatch
between firms’ needs and TSIs offers. It also points out the important role of inter-
organizational relationships among firms, among firms and TSlIs, and among TSlIs

for the success of SMEs’ export activities.

5.2.

Additional Considerations

At the end of this research process, | present some thoughts from my own
experience preparing small and medium-sized firms to export at a government-
sponsored program, PEIEX. Most firms that | mentored were in the pre-export

phase, and a few were already involved in exporting, but in a preliminary stage.

In the close contact with these entrepreneurs and managers, | realized how
difficult it was the process of acquisition of knowledge about export methods and
practices and foreign markets. Because the only experience these entrepreneurs and
managers have had was in the domestic market, they cannot conceive different ways
of doing business, and tend to accept only models that are akin with their own
experience. Their ability to absorb new knowledge is thus limited by the lack of

international experience and contacts.

On the other side, export assistance is often too theoretical, especially when
making use of short-term training programs. In my view, it is necessary to change
their mind-set, and this can be done through experiential learning, as predicated by
Johanson and Vahlne (1977), following the seminal work of Edith Penrose (2009).

Objective knowledge, as these authors have claimed, cannot by itself change the
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mind-set of the individual. How can experiential learning opportunities be created?
Participation in trade fairs and trade missions are important, but require some

promptness to export, which is usually not the case.

A possible answer is networking. Export assistance should focus on the
development of relationships with foreign buyers and firms, very much in line with
the revised Uppsala model (Johanson and Vahlne, 2009, 2013). The link between
companies and potential partners in the foreign market would help to develop
competencies that the future exporter needs to acquire, in such a way that part of
the export promotion efforts would be more towards accelerating networking, and

thus promoting experiential knowledge, than to transfer objective knowledge.

My experience as a researcher and as a consultant also suggests that
substantial misallocation of resources may occur due to the lack of coordination
between various TSIs, due to duplication of offers, redundant activities, or
communication problems, despite the individual competence of managers and
technical staff of public, private and non-profit TSIs. Only now, some efforts are
being made to coordinate these different institutions, in order to achieve more

effectiveness in the allocation of resources.

5.3.
Avenues for Future Research

Research findings point to some interesting future research areas, as follows:

e The study of the interrelationship between export promotion and export
barriers’ literatures could be amplified by aggregating the thorough analysis

of the literature of export stimuli and driving forces of internationalization;

e Given the current methodological limitations reported by both literatures,
the suggestion to adopt mixed-methods to generate additional insights on

the themes could be welcome;
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While Born Globals (BGs) and International New Ventures (INVs) have
attracted considerable research interest recently, few studies have examined
the eventual need of these firms of some type of export promotion and the
impact of such assistance on their performance. In fact, their outward-
oriented nature could also turn them into counterfactuals to provide useful

explanatory insights to the export promotion theory development;

Given the rising importance of the service sector, export promotion research
as well as export barriers studies should include service companies to
investigate differences in assistance needs and their impact. Moreover,
knowing the diverse nature of service industry’s sub-sectors, studies should
consider the development of specific analysis of barriers and export
promotion impact for each sub-sector of the service industry. This research
recommendation is also valid as a path for future research considering other

industries than the service sector.

Geographic and cultural dimensions are other aspects to be considered in
developing studies on export promotion and export barriers. Despite the
reasonable amount of research produced lately encompassing developing
countries, there is still little evidence related to important emergent
countries such as BRICS;

Network-related drivers are amplifying their role in facilitating SMEs’
exports expansion. Organizations such as business associations,
government agencies, non-governmental institutions, and consultancies,
composing networks of TSIs, should currently redesign their roles
confronted with limited resources at hand. A more in-depth analysis of these
relational configurations and patterns might help in achieving a more

thorough understanding of prospects for SMEs’ export orientation;

Other TSIs> cases, including unsuccessful experiences, could provide
additional perspectives to enhance the understanding of inter-organizational

relationships and their ability to impact SME’s exports expansion.
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Appendix 1 — Cultural and creative sectors and their range of
activities

Sectors Range of activities

Advertising Advertising agencies

Architecture Architectural firms

Books Physical and digital books sales (including scientific, technical and
medical books)

Gaming Video game publishers, developers and retailers; equipment sales

Music Sound recording and music publishing industry, live music

Movie Motion picture production, post-production and distribution

Newspapers and | Newspapers and magazine publishing industry (B2C and B2B, new

magazines agencies)

Performing Arts Performing arts activities: dance, theatre, live music, opera, ballet
etc.

Radio Radio broadcasting activities

TV TV programming, production and broadcasting including cable and
satellite

Visual arts Visual arts creation, museums, photographic and design activities,
including fashion

Source: Adapted from Cultural Times: The first global map of cultural and creative industries, 2015
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Appendix 2 — Export Barriers Literature Review (1967-2017)

List of Articles in Chronological Order
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4. Pavord; Bogart, 1975 5. Bilkey; Tesar, 1977 6. Jones, 1980
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10. Albaum, 1983 11. Czinkota; Ursic, 1983 12. Cavusgil, 1984a
13. Kaynak; Kothari, 1984 14. Barrett; Wilkinson, 15. Bauerschmidt et al., 1985
1985
16. Yaprak, 1985 17. Bodur, 1986 18. Holden, 1986
19. Karafakioglu, 1986 20. Kedia; Chhokar, 1986 21. Burton; Schlegelmilch, 1987
22. Christensen et al., 1987 23. Kaynak et al., 1987 24. Cheong; Chong, 1988
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2009 Ortiz, 2010
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2013
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122.Narayanan, 2015
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124.Ngo et al., 2016
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129.Kahiya, 2017
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Source: elaborated by the author based on preliminary list prepared by Professor Eldrede T. Kahyia
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List of Articles in Chronological Order
1. Seringhaus, 1990 42. Durmusoglu et al, 2001
2. Seringhaus et al., 1991 43. Martincus et al, 2011
3. Kotabe; Czinkota, 1992 44. Martincus; Carballo, 2012
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28. Williams, 2008 69. Geldres-Weiss; Carrasco-Roa, 2016
29. Shamsuddoha et al., 2009a 70. Ngo et al., 2016
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Case: United Kingdom

Sources

Sources Description

Type of Documents

Department of
International Trade
(former UK Trade &
Investment)

Drives the government’s policy of
increasing the number of exporters and
inward investors to the UK.

Institutional presentation
booklets; Strategic plans;
Annual Corporate Reports;
Statistical Data Reports;
Research and Analysis
Reports; Policy papers;
Guidance notes for
companies.

British European
Design Group

100% self-financed, non-profit and non-
commercial organization aiming to
promote creative excellence worldwide
and export British Creativity to global
markets.

Institutional presentation
booklets; Articles ; Guidance
notes for companies.

Design Business
Association (DBA)

Independent enterprising charity, the
Design industry’s trade association, and
the UK government’s adviser, aims to
promote the effective use of design
within business, encourage high
standards of business and professional
practice and provide a range of
services to member consultancies.

Institutional presentation
booklets and videos; Statistical
data; Annual Reports.

D&AD Foundation
(former British
Design & Art
Direction)

Non-profit advertising and design
professionals’ association aiming to
stimulate, enable and award creative
excellence in design and advertising
worldwide.

Institutional presentation
booklets and videos; Projects
Report.

Design Council UK

Enterprising charity considered a
leading authority on the use of strategic
design, being the UK government’s
adviser. Its funding derives from a
combination of grants, partnerships and
paid-for services.

Institutional presentation
booklets; Projects Reports;
Industry Reports; Research
Reports; Annual Reports;
Guides for companies;
Articles; Success Stories; Call
for Applications.

The Crafts Council

Enterprising charity to promote the UK'’s
contemporary craft, aiming to build a
strong economy and infrastructure;
increasing and diversifying the
audience; and championing high-quality
craft practice nationally and
internationally.

Institutional presentation
booklets; Business Plan;
Annual Reports.

British Council

The UK’s government organization to
promote cultural relations and
educational opportunities worldwide.

Institutional presentation
booklets; Annual Reports;
Corporate Plan.

British Council’s
Department of
Architecture Design
and Fashion (ADF)

Department of the British Council — a
government organization — aiming to
create links between designers and
cultural institutions around the world,
through a diverse range of projects
across the three disciplines.

Institutional presentation
booklets; Projects presentation
booklets; Papers exploring
new directions for the sectors.

University of

One of the world's oldest universities

International Design

with trade, investment and development
issues.

Cambridge and leading academic centers, and a Scoreboard.
self-governed community of scholars.
UNCTAD The main United Nations body dealing Trade and Development

Reports; Statistics.
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Case: South Korea

Sources

Sources Description

Type of Documents

Korea Trade-
Investment
Promotion Agency -
KOTRA

Government agency established to
promote exports, country’s image, and
inward investments to South Korea.

Institutional presentation
booklets; Corporate Report.

Korea Creative
Content Agency
(KOCAA)

Government's agency to promote South
Korean creative content, both
domestically and internationally.

Institutional presentation
booklets; Statistics.

Korean Culture
Center New York
(KCCNY)

Government’s institution to establish
and promote South Korean’s culture
and aesthetics in New York.

Institutional presentation
booklets; Programs’ booklets;
press releases.

Korea Institute of
Design Promotion
(KIDP)

Government’s institution to promote
industrial design.

Institutional presentation
booklets; Programs’ booklets;
Statistics Report; News
Articles.

Korean Film Council
(KOFIC)

Government’s organization to support
and promote Korean films.

Institutional presentation
booklets; Industry’s Reports
and Guides; Statistics and
Infographics; Shooting Guide.

Korean Film Archive
(KOFA)

Non-profit organization affiliated to the
International Federation of Film Archive
which aims at collecting, cataloging,
preserving and restoring Korean
audiovisual content.

Institutional presentation
booklets.

UNCTAD

The main United Nations body dealing
with trade, investment and development
issues.

Trade and Development
Reports; Statistics.

University of
Cambridge

One of the world's oldest universities
and leading academic centers, and a
self-governed community of scholars.

International Design
Scoreboard.

Academics and

Books, papers and magazine

specialists articles mentioned as
References.
Case Colombia
Sources Sources Description Type of Documents
Procolombia Government agency established to Institutional presentation
(former Proexport promote exports, country’s image and booklets; Investment
Colombia) inward investments to Colombia. Environment and Business

Opportunities’ Report;
Industry’s Report.

Colombia’s Ministry
of Commerce,
Industry and

Government public body.

Institutional presentation
booklets, PowerPoint
presentations; Guides;

Tourism Business Plans, Statistics
regarding the Productive
Transformation Program
(PTP). Government policies.

McKinsey & Worldwide management consulting PowerPoint presentation

Company firm. regarding the Productive

Transformation Program (PTP)

Proimagenes
Colombia and
Colombian Film
Commision

Non-profit organization composed by
public and private entities to promote
and consolidate the Colombian film
industry.

Institutional Presentation
Booklet; Film Act (Law 1556 of
2012); Resource Allocation
Manual of the Colombia Film
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Division of Proimagenes to promote
Colombia as a destination for
audiovisual production and to
encourage the development and
improvement of the country’s
audiovisual services and talents.

Fund; Newsletters; Production
and Co-Production Guides.

UNCTAD

The main United Nations body dealing
with trade, investment and development
issues.

Trade and Development
Reports; Statistics.
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