academic]Journals

Vol. 7(35). pp. 3394-3402, 21 September, 2013 : :
O N African Journal of Business Management

ISSN 1993-8233 © 2013 Academic Journals
http://www.academicjournals.org/AJBM

Full Length Research Paper

The impact of ‘distribution capability, business
knowledge, service differentiation and experience’ firm
behaviors on export performance

Orhan Bozkurt* and Saban Esen

Department of Business Administration, Faculty of Economic and Administrative Sciences, Bartin University, Turkey.
Accepted 15 June, 2012

The main purpose of this study is to investigate the effect of distribution capability, service
differentiation, business knowledge and experience of businesses on export performance. Accordingly,
meetings based on research were arranged, models were developed and which business behaviours of
manufacturing companies doing international sales have positive impacts on business performance of
those companies was examined. To support the hypothesis, a questionnaire was conducted to the
senior executives of businesses in Turkey that are doing international sales. To determine the factors
that can contribute to the export performance, research-based view (RBV) was applied and the results
obtained were analyzed. The findings of the study revealed that increasing the distribution capacity,
service differentiation and knowledge and experience of a business impacted the export performance
positively. Other findings and arguments were included as well.
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INTRODUCTION

Among the barriers in penetrating into export markets are

In today’s world, we see that businesses are operating in
a hypercompetitive environment. This increasing compe-

(Antti et al., 2005) as well as barriers in entering them.
Penetrating into new markets is an attractive and focused

tition makes export a necessary element for companies’ (Katsikeas et al.,, 2000; Cavusgil and Zou, 1994;

sustainability (Leonidou and Katsikeas, 1996). The target
is to increase sales revenue of businesses through
export. A large part of exports of countries’ is done by the
small and medium sized enterprises (SMEs). These
companies account for 40 to 80% of total employment
and 30 to 60% of their countries’ gross national product
(GNP) (Srodes, 1998). Those companies can accom-

Katsikeas et al., 1996; Aaby and Slater, 1989; Toften,
2005; Ling-yee, 2004; Robertson and Chetty, 2000;
Kaynak and Kuan, 1993; Grimes et al., 2007; Toften and
Olsen, 2003) issue in the literature. Export performance
issue, however, has not been precisely defined yet
(Leonidou et al., 1998). The effects of various variables
on export performance have been examined in the

modate technological innovations and environmental literature. Dichtl et al. (1990); firm size to export perfor-

changes (Keng and Jiuan, 1989; Yaprak, 1985) quite
easily. On the other hand, penetrating into an export mar-
ket and competing in this market is rather challenging.

lack of information about foreign markets and connec-
tions, the sophisticated structure of export certification
and ambiguities (Bilkey and Tesar, 1977; Rabino, 1980;
Bilkey, 1978). There are opportunities in those markets
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mance Katsikeas et al. (1997); export market planning to
export performance and export knowledge to export
performance; export knowledge to export performance
Toften and Olsen (2003); export marketing capabilities to
export performance Aaker (1991); market information use
to export performance Richey et al. (2001); delivery
capability to export performance Stanley et al. (1997);
quality and cost to export performance Stanley et al.
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Figure 1. The conceptual framework.

(2000); low-cost advantage and branding advantage to
export performance Shaoming et al. (2003) and know-
ledge intensity to export performance Antti et al. (2005);
product adaptation strategy to export performance Roger
et al. (2006); export market orientation to export perfor-
mance Catherine (2005). Much attention in the literature
focuses on the importance of firm costs and its influence
on firm performance (Stanley et al., 2000; Shaoming et
al.,, 2003). These studies examine which behaviours
impact the export performance of a company and which
do not. This study that we present both concerns
theoretical and administrative view. In the past studies on
export performance, companies in Turkey, their admini-
strative perspective was not discussed in detail. Ever-
growing Turkish business markets grab the attention of
international investors. Our study, in this context, reflects
the opinions of Turkish business managers. The purpose
of this study is to examine if elements like distribution
capability, service differentiation, business knowledge
and experience, which impact the export performance in
literature, reduce the export costs of Turkish companies
and thus, to examine if they improve their export
performances by using resource-based view (RBV). To
find answers to this issue and suchlike, we applied a
structural equation methodology to data gathered from an
industry sample of top managers. Export performance
was assessed (Davis et al., 2002) using two measures of
profitability—return on assets (ROA) and return on sales
(ROS). Profitability and increase in sales revenue is
accepted as a good performance criterion in the literature
(Dean et al., 2000). This study will therefore discuss; the
overall scope of the study and the methodology used in
the literature; summary of studies in the field; developed
model where dependent and independent variables
regarding export performance are included as well as
modeling and data collection; statistical analysis; results
of the study and covered discussions; limitations of the
study and on future researches.

LITERATURE
HYPOTHESIS

REVIEW AND RESEARCH

Conceptual framework

With the growing importance of export, researchers
working on company performance begin to show more
interest in resource-based view studies (Morgan et al.,
2006). Resource-based view and export market context
suggest two types of assumptions ideally (Zou et al.,
2003). One being resource heterogeneity and the other
being resource immobility (Barney, 1991). Resource-
based view is an applicable method for setting up the
theoretic environment in industrial export performance
studies (Morgan et al., 2006). The concepts examined in
this study are distribution capability, service differen-
tiation, business knowledge, experience and business
export performance. Previous studies indicated that
(Stanley et al., 2000; Shaoming et al., 2003; Antti et al.,
2005; Kjell, 2005) export market information use affects
both export cost and export performance. Utilizing this
resource-based view (RBV) the model in Figure 1 is
developed. This conceptual framework is based on the
opinion that distribution capability, service differentiation,
business knowledge and experience factors bring export
advantage and by this way, the financial performance of
the exporter grows. According to the results of this study,
the behavioral factors of the company impacts the
financial export performance of the business positively.

Distribution capability

With the advancements in technology the coordination of
distribution channels of businesses widely gained impor-
tance (Anderson et al., 1997). Companies can gain com-
petitive leverage through their distribution channels (Day
and Wensley, 1988; Bharadwaj et al., 1993). In today’s
world, strategies are developed according to the
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distribution at export markets (Grimes et al., 2007). To
gain competitive leverage through distribution channels
the distribution capacity should be increased. Thus, it is
necessary to reduce the expenses arising from distri-
bution. Cost advantage, where product distribution to
companies is provided with lower costs (Day and
Wensley, 1988) can be regarded as a distinctive
competition strategy. To get this advantage ways to
increase the distribution capacity should be found.
Distribution capacity is providing superior support for
export distributors and being in close relation with them
(Zou et al., 2003). Effective communication with those
distributors will ensure on-time delivery of goods and
taking measures to prevent the occurrence of un-
anticipated costs. With effective planning exporters can
both reduce their distribution costs and establish an
information network among in-country channel members
(Richey and Myers, 2001). Besides, as the distribution
capability increases the company will make faster and
on-time delivery. These on-time deliveries will contribute
to the reduction of supplier's costs and thus as the
distribution capability of the company increases so does
the financial performance. So;

H:: A business’s distribution capability positively affects
its export financial performance in the export market.

Service differentiation

As stated by Morgan et al. (2004) being one of the
business strategies, service differentiation could be an
option for businesses to be used for business export per-
formance. Service differentiation strategy has contributed
to successful performance and international growth
(Porter, 1980). Service differentiation strategies have
impacts on financial performance. According to Porter
strategy (1980, 1985) companies can gain competitive
leverage either by cost leadership or by differentiation
strategy. On the other hand, it is discussed that
combining these two strategies will prove outstanding
performance. The cost leadership strategy of a business
can lead to above-average returns. That is because the
business offers lower costs compared to its competitors.
Through differentiated services and reduced costs the
business can also achieve its sales targets and thus, it
increases its sales and sales revenues. When applying
differentiation strategy, the business should also consider
non-operating factors that could be effective. Differen-
tiation should be matching non-operating factors. To
generate high revenue a business should make a diffe-
rent service differentiation compared to its competitors.
Businesses offering effective service differentiation are
mostly preferred by customers. Using differentiation
strategy provides business with performance superiority.
Service differentiation ensures positional advantage in
export market (Morgan et al., 2004). By highly supporting

customers, service differentiation improves the value of
customer relations (Cavusgil and Zou, 1994). In this
case;

H,: A business’s service differentiation positively affects
its export financial performance in the export market.

Business knowledge

Business knowledge is essential in export decisions
(Richey and Myers, 2001; Burridge and Bradshaw, 2001,
Toften and Olsen, 2003; Toften, 2005; Porter and Millar,
1985). In order to collect and use export market
information it is important to develop direct and indirect
good relations with customers. These relations will have
positive impacts on company decisions. The company
assesses the opinions of its customers regarding the
product it sold. And as a result, the company leaves up
those behaviours that do not contribute to the company,
in other words, behaviours that do not reduce the costs or
increase sales revenue. Besides, a company which is
able to estimate the expectations in the export market
would not manufacture goods or services that will not
provide profit. Thus, with the cost advantage of using the
obtained market information the company will not
experience any problems about selling the products in
the market. Business knowledge supports company in
their channel adjustments and market adaptation (Richey
and Myers, 2001). Lack of information could be counted
among the barriers in penetrating into a new market
(Bilkey and Tesar, 1977). Performance can be measured
based on the data obtained (Porac and Thomas, 1990).
Information is highly important to be successful in
marketing and to make right decisions (Song et al.,
2002). Exporters should therefore recognize the
importance of relationship management in achieving
superior export performance (Leonidou and Kaleka,
1998). Thus;

Hs: A business’s knowledge positively affects its export
financial performance in the export market.

Experience

In today’s world, export is an essential option to increase
the sales revenue of businesses. It is important to
enhance sales options by collecting export market
information. Export decision-makers work to determine
how much time is needed for market information and
market resource research (Chetty, 1999). As stated by
Morgan et al. (2004) policymakers should provide infor-
mation aimed at ensuring direct experience for company
executives, should ensure their attendance to business
trips and organizations and thus, increase export
experiences. Experience is highly important for



companies because it is through experience that
company can achieve making fewer mistakes and thus
work with lower costs. Specific foreign market knowledge
level of a company (Ling-yee, 2004; Katsikeas and
Morgan, 1994; Blesa and Ripollés, 2008) is related with
its foreign market knowledge, awareness of export
environment (Wang and Olsen, 2002) and the impact of
this knowledge on export performance. As specified by
Barney (1991) experience plays an important role in
achieving superior company performance as a means of
value building. Executives take critical decisions by using
their experiences (Porac and Thomas, 1990). To have a
limited experience based on information about foreign
partners (Leonidou and Kaleka, 1998) or competitors is a
serious disadvantage for the company. With experience-
based company knowledge opportunities in the market
could be better evaluated. Develop new knowledge that
enhances its international competitiveness (Shan and
Song, 1997). With the addition of new information on the
existing ones at the export market by means of
implementation and reputation the number of mistakes
arising from operation failures will decline and thus,

additional costs will be prevented. In conclusion,
decreasing costs will increase company’s financial
performance.

Hs: A business’s experiences positively affect its export
financial performance in the export market.

Firm performance

As company factors, distribution capability, service diffe-
rentiation, business knowledge and experience positively
impact the business performance (Stanley et al., 1997
Catherine, 2005; Ling-yee, 2004; Grimes et al., 2007,
Fraering, 1996; Katsikeas et al., 1996; Zou and Stan,
1998; Diamantopoulos et al., 2003; Aaker, 1991; Richey
and Myers, 2001). In this respect, performance should be
able to adapt to organization’s environmental changes in
reaching organizational objectives and performance
outputs (Katsikeas et al., 2000). While some studies
focus on direct and indirect impacts on export perfor-
mance of organizations (Rose and Shoham, 2002), some
directly focus on export performance rather than how
much companies are willing to engage in export business
(Rose and Shoham, 2002); and other studies center on
the fact that export performance is both related with
internal and external factors (Calantone et al., 2006).
Previous studies defined export performance as (Dean
et al., 2000); (for example, export profits, ratio of export
profits to total profits, increase of importance of export to
total business, acceptance of product by export
distributor, etc.) It is expected that subjective criterion are
more effective in measuring export performance and
determining the style that the export performance is
related to managerial decisions. (Katsikeas et al., 2000).
By taking risks and discovering the environmental
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changes well (Evangelista, 1994) exporters can use
changes for their own advantage. This way, environ-
mental opportunities makes positive impacts on export
performances (Rose and Shoham, 2002). Business
factors discussed in this study are based on the study of
Zou et al. (2003). Zou et al. (2003) presents their study in
a structural model based on the Day and Wensley’s
(1988) framework. In this model, they established a link
between venture’s export marketing capabilities (pricing
capability, distribution capability, communication capa-
bility) and low-cost advantage; between this advantage
and its performance. They suggest a positive relationship
between pricing capability, distribution capability, com-
munication capability and low-cost advantage as well as
between low-cost advantage and export financial
performance. And in our study, how many such factors
like distribution capability, service differentiation, busi-
ness knowledge and experience impact the business
performance is analyzed.

RESEARCH METHODS
Data collection and analytical method

In this research study, the elements that impact the business export
performance of manufacturing companies, making export are
analyzed. In this research, the behaviours of businesses that have
impacts on export performance positively were examined. To do
that, tested variables impacting the export performance in
international literature are used and hypotheses are developed. To
test the hypothesis and to look into the results of the established
models, a questionnaire is conducted on businesses making export.
In determining the businesses to which this practice was
implemented, the lists of Undersecretariat of the Prime Ministry for
Foreign Trade are used and addresses are chosen among those
lists. The chosen businesses are mostly located in the western part
of the country and these businesses are among the businesses
listed as small and medium sized enterprises (SMEs). Question-
naire method is chosen as the data collection method. In order to
arrange the questionnaire questions, translations were made from
English into Turkish. The scales in the questionnaire were
elaborately prepared including internationally accepted questions
with tested reliability and validity. Scales in articles published in
international magazines were used to do this. Test questionnaires
were done face-to-face. As a result of the questionnaires,
necessary amendments were made in questions which were not
clear and the questionnaire took its final form. Various difficulties
can be faced since return by post is rare and takes a long time.
Thus, collecting the questionnaires via post was not approved.
While questionnaires were sent to businesses via e-mail, on one
hand (80 questionnaires were sent), 160 questionnaires were
applied face-to-face, on the other hand. Face-to-face meetings
increased the questionnaire feedback rates. Each implementing
person was given five questionnaires and was asked to apply them.
These questionnaires were answered by business executives and
business owners. After the answers to the questions were looked
into, 80 questionnaires were considered invalid since they were
negligently filled. Thus, the number of available gquestionnaires in
this research was 140 and the feedback rate was around 58%.
Five point likert scale was applied in all parts of the questionnaire.
The question of the questionnaire was prepared and research-
based view (RBV) was applied to determine the factors that can
contribute to the export performance. The obtained results were
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Table 1. Factor loading scores for the items.

Measurement item

Factors
1 2 3 4

1- Distribution capability
a- Satisfying the needs of distributors in this export market
b- Adding value to distributors’ businesses

2-Service differentiation
a- Achieving/maintaining quick product delivery

b- Achieving/maintaining prompt response to customer orders

c- Offering extensive customer service.

3- Firm knowledge

a- Our information gathering technique is very sophisticated.
b- We use salesforce reports and distributor feedback extensively in our channel decisions

4- Experience

a- Company experience with operating in this export market

b- International orientation of our company’s culture.
Cronbachs’ alpha
Declared total variance

0.889
0.636

0.779
0.866
0.743

0.903
0.887

0.823
0.870
0.801 0.779 0.792 0.643
7%

Method of analysis: Principal components analysis. Rotation method: Varimax with Kaiser Normalization. Rotation was concluded in 4

iterations.

analyzed.

Measurement model

The business knowledge scale (1 = strongly disagree; 5 = strongly
agree) in the questionnaire was measured in 2 questions and the
guestions were adapted from Richey et al. (2001). Experience (1-
very weak, 2- weak, 3- fair, 4- good, 5- excellent) was measured in
2 questions and the questions were adapted from Morgan et al.
(2003). Distribution capability (1=Much Worse; 5=Much Better) was
measured in 2 questions and the questions were adapted from Zou
et al. (2003). Service differentiation (1=Much Worse; 5=Much
Better) was measured in 3 questions and the questions were adap-
ted from Morgan et al. (2004). And business export performance (1
= Not satisfied at all; 5 = extremely satisfied) was measured in 4
guestions and was adapted from Lages and Montgomery (2004).

RESULTS AND DISCUSSION

In analyzing the data in this research, SPSS 18.0
statistics program was used. As a result of factor analysis
done, Cronbach’s alpha reliability test was found suffi-
ciently high (the lowest 77%). Besides, the correlation
analysis and regression analysis including the average
and standard deviations of the variables were made.
Analysis and the findings are shown in Table 1.

To observe the factorial distribution and loads of four
independent variables where there are features belon-
ging to businesses a set of factor analysis were carried
out and the results obtained are as follows. As expected,

questions were separated into four factors and the factor
loads occurred over 0.5. The declared total variance is
77.30%. In Cronbach’s alpha reliability test, which was
done after crosschecking the validity of the scales, the
coefficients occurred over 0.60. Accordingly, distribution
capability is 0.801, service differentiation is 0.779,
business knowledge is 0.792 and experience is 0.643.
These values are above the 0.60 value specified by
Bagozzi and Yi (1998). Factorial distribution, loads and
the results of reliability analysis are shown in Table 1.
And Table 2 includes the results of factor and reliability
analysis of dependent variables. It is seen that total
declared variance in factor analysis is 77% and that
factor loads are satisfactorily loaded to the related varia-
bles. Alpha reliability coefficients was 0.861 and business
performance. In the correlation analysis in Table 3, the
correlations between the variables are analyzed and
below mentioned results are obtained. A positive
correlation between service differentiation and distribution
capability (=30.4*), business knowledge and distribution
capability (B=41.2%**), business knowledge and service
differentiation (B=25.5**), experience and distribution
capability (B=36.0%**), experience and service differen-
tiation (B=51.9%**), experience and business knowledge
(B=%26,2**), business performance and distribution
capability (B=47.2%**), business performance and
service differentiation factor (f=55.8%**), business per-
formance and business knowledge (B=37.4%**), business
performance and experience factor (=49.8%**) was



Table 2. Measurement items.
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Measurement item

. Factor
Business performance
a- Export sales volume (unit sales) 0.879
b- Export sales revenue 0.807
c- Exporter profitability 0.843
d- Market share in the main importing market 0.851
Cronbachs’ alpha 0.861
Declared total variance 77%

Method of analysis: Principal components analysis. Rotation method: Varimax with Kaiser
Normalization. Rotation was concluded in 4 iterations.

Table 3. Means, standard deviations and Pearson correlation of variables.

Measure Mean S.D. F1 F2 F3 F4 F5
Distribution capability 3.31 0.678 -

Service differentiation 4.12 0.679 0.304** -

Business knowledge 3.62 0.467 0.412** 0.255** -

Experience 3.90 0.734 0.360** 0.519** 0.262** -
Business performance 3.82 0.731 0.472** 0.558** 0.374** 0.498** -

3399

*Significant at p <0.05 (two-sided); **Significant at p <0.01 (two-sided).

Table 4. Regressions results.

Standardized coefficients

Independent variable

Dependent variable

B T Sig.
Distribution capability 0.258 2.866 0.005
Service differentiation 0.376 0.350 0.000 Business performance
Business knowledge 0.212 0.135 0.097
Experience 0.162 0.194 0.029

Adjusted R2: 0.434; F: 21.567**

*Significant at p <0.05.; **Significant at p <0.01.

found, double asterisk (**) indicating 0.01, single asterisk
(*) 0.05 significance level. The theoretic model of the
study is analyzed with a single-stage hierarchical
regression model and the results are shown in Table 4. In
the model where business performance is the dependent
variable adjusted R square is found as 0.434 and F value
as 21.567**. R square value obtained as a result of the
analysis, shows that independent variables used in the
model explains 43% of the variance in business perfor-
mance. It can be said that this regression equation is
significant. Accordingly, distribution capability (3=0.258)
(Sig. =0.005**), service differentiation (p=0.376) (Sig.
=0.000**), business knowledge ($=0.212) (Sig. =0.097**)
and experience (B=0.162) (Sig. =0.029**) positively
impact the increasing of the financial performance of a
business at these significance levels. In line with these

results Hla H2a H3a and H4a hypothesis were
approved.

As seen in Table 4, when the impacts of all the
variables discussed on the business export performance
is looked into, it is seen that distribution capability, that
significantly effects performance, occurred as (beta
=0.258; p <0.01), service differentiation as (beta =0.376;
p <0.01), business knowledge as (beta =0.212; p <0.01)
and experience as (beta =0.162; p <0.01).

Our study aims at analyzing the effects of distribution
capability, service differentiation, business knowledge,
experience and business export performance on the
performance of the business itself and consequently on
the exporter business export performance (Figure 2). At
the end of the study, it is found that all four behaviours-
distribution capability, service differentiation, business
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Figure 2. Path analysis result.

knowledge and experience- improved the efficiency of the
business (for example, ROS and ROA). Thus, if the
company has larger distribution capability, provides diffe-
rentiation in its services in responding to the expectations
of its customers and increases its experience-based
knowledge in increasing its sales revenue and improving
its performance by this way, it will also increase its
financial performance. Besides, financial advantage can
be taken by getting distribution capability. Thus, as we
increase the distribution capability so will the financial
performance. This result complies with previous studies
(Day and Wensley, 1988; Richey and Myers, 2001). As
seen in Table 4, the effects of distribution capability,
service differentiation, business knowledge and expe-
rience factors on business export performance were
examined. If the business is strong in product distribution
and provides service differentiation via its business
knowledge and increases its experience in the market,
these will provide a financial advantage for the company.
This is because the increase in business experience and
in the ability to use market information will lead to
decrease in the communication and coordination costs of
the business, in labor costs and staff expenses, opera-
tional and business costs; and additionally in inventory
costs and in this respect the result obtained is significant.
Increasing distribution capability ensures on-time delivery
of the exporters’ products to the clients and taking
measures against unestimated costs. Thus, the business
can make efficient planning and decrease its distribution
costs (Richey and Myers, 2001). In increasing business
performance, service differentiation and distribution
capability are regarded as significant factors. On the
other hand, business knowledge and experience can be
expected to be more effective in business export
performance. The fact that these two factors are found to
be at a less significance level is interesting. Accordingly,
it can be said that businesses put more emphasis on
distribution capability and service differentiation finan-
cially rather than having& using business knowledge and

experience. Actually the experience of the business
provides both cost advantage and increases financial
performance (Toften, 2005). This result is an indicator of
the importance of market experience. Therefore, gaining
and using market knowledge is seen as important for the
exporters. As a result of using this information day by day
following the acquisition of it, generalized behavior and
action plans are made and this not only provides cost
advantage to the business but also increases financial
gains by cost cutting.

CONCLUSION AND LIMITATIONS

In many studies in the literature, it is mostly European
and American businesses that were tested in measuring
the business export performance. In order to contribute to
the generalization of the studies done in those countries,
it will be useful to test the behaviors of the businesses in
developing countries. Turkey has been a rapidly growing
country lately as well as a significant attraction center for
foreign investments. In this respect, testing the perfor-
mances of the businesses in Turkey will not only
contribute to the generalization of previous studies but
also support the determination of behaviors of Turkish
businesses that create value. One of the results of this
study is that businesses pay serious attention to service
differentiation. Besides, selling price, payment and credit
terms and channel margins are regarded as advantages
for the businesses in export markets. So in order to
increase their export performance, the businesses should
be planning which behaviors provide which advantages
and make their plans and programs accordingly. New
researches can be done in this area by including various
variables in the future. By including firm orientation,
export planning, product development capability to the
variables tested in this study, the financial performance of
the business should be analyzed. Adding these variables
to the model will contribute to the generalization. In this



research, financial performance is limited to own beha-
viors of the business. However, external factors effecting
the costs and competition ability of the business should
also be considered. Foreign trade and incentive policies
of governments (Czinkota and Ronkainen, 1995) are of
great importance on the business behaviors. Legal
incentives or preventions impact foreign trade perfor-
mance. So, the foreign trade regulations and quotas of
the countries should also be considered in the resear-
ches to be done. On the other hand, this research is done
on machine, textile and furniture companies in Marmara
and Aegean regions which are engaged in export
business. To make a generalization of the results
obtained, new studies can be done in other regions and
on other manufacturing industries. Thus, experience,
service differentiation, distribution capability and business
knowledge variables, which have positive impacts on
financial performance of businesses, will be analyzed
again. As a result, increasing their market knowledge and
experience and distribution capability; and creating
service differentiation to increase the export sales
volume, revenue, profitability and in short the overall
export performance of businesses will make a positive
contribution to increasing the financial performance and
thus, increase their competitive power.
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