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CHARACTERISTICS AND PROBLEMS OF SMALL AND MEDIUM EXPORTING FIRMS IN THE QUEBEC
MANUFACTURING SECTOR WITH SPECIAL EMPHASIS ON THOSE USING ADVANCED PRODUCTION
TECHNIQUES - GERARD GARNIER

EXECUTI VE SUMMARY

OBJECTIVE

The purpose of this study is to show the characteristics and the
problems of some small and medium firms in Quebec which export part. of their
production, and which use advanced production techniques.

In particular the study tries to answer three questions:

1. |Is there a relationship between the technological character of a
firm and the fact that it does or does not export?

2. Is there a link between the fact that a firm exports and its long
term sales growth rate?

)

3. What are the main characteristics of exporting firms which differentiate
them a priori from non-exporting firms?

APPROACH USED

A general questionnaire was sent to 410 companies of which 171
replied. Several months later, a second more specific questionnaire was
sent to the same companies, of which 146 replies were obtained. In addition,
two series of interviews were conducted, making a total of fifty interviews,

PRECIS

All companies were divided into two categories, those which export,

HF
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and those which sell only in the domestic market. The following characteristics

of these two categories were compared:

1, Characteristic factors of the environment, such as
economic, socio=cultural, and legal context of the
market structure.

2. The characteristic factors of the company itself
that is, the way in which management perceives the
environment and attempts to adjust to it.

3. The characteristic features of the entrepreneur.

of the firms studied, 47 sold only in Canada while 36 exported. I[n

this sample, the aircraft industry exported a great deal, the chemical industry

hardly exported at all. |In addition, non-ferrous metals, and non-electric
_machinery exported more.



E/

CONCLUS I ONS

Four factors played a fundamental role on whether companies exported
or not: =~

1. The probability that a company will export is greater,
the larger the company.

2. The type of industry is important. Some. types of industries,
such as non-ferrous metals have comparative advantages over
other types of industries.

3. Foreign subsidiaries export more than purely national
companies., This occurs because of policies to serve
many countries from one regional production centre.

L, Companies carrying out greater research are likely to
export,

Financial factors, and the personality and characteristics of the
entrepreneur do not seem to have a great influence on exports.
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CHARACTERISTICS AND PROBLEMS OF SMALL AND MEDIUM EXPORTING"
FIRMS IN THE QUEBEC MANUFACTURING SECTOR, WITH SPECIAL

EMPHASIS ON THOSE WHICH USE ADVANCED PRODUCTION TEGHNIQUES.

Gérard GARNIER

Sherbrooke University

I, INTRODUCTION

Canada has a so-called "open economy"; during the last ten years
or so it exported on tﬁe average between 18% to ZO%Vof evérything it
produced; conversely, it purchased abroad between 15% and 20% of every-
thing it consumed., These figures demonstrate the importance of foreign
trade to our country. However,‘a close look at tﬁe statistics reveals
that the Canadian provinces, the various industries and firms do not

all share to the same extent in the flow of-foreign trade. Let us take

a quick glance at the different reasons for the disparities. First, as

far as the provinces are concefned, three amongst them alone account
for nearly all of the country's exports: in 1968 the comBined‘exports
from Ontario, Quebec and British Columbia.represented a value of
$11,571,320i.e. 87% of the Canadian total of $13,250,960.% (1)
Quebec, for its part, generally ranks second amongst the exporting pfo-
vinces. Its sales abroad fluctﬁate between three and four_billion
dollars per year ($3,588,066.000 in-1972) and represent between 20% and

25% of all Canadian exports (19.5% in 1972). (2)

(1) Statistics Canada: Trade in Canada Volume I. Summary tables and
analyses 1966-68, Ottawa, April 1971. Table 14. National exports
and re-exports per entry port.

(2) Quebec Statistical O0ffice Exportations Internationales et réexpor-
tations par port de douane. .

*  Translator's Note: Should read billions?

~5-




Now, turning to industry (or more specifically to activity sectors) we
note equally great disparities as far as exports are concerned, If all
export activities are divided into 9 large sections, according to the
standard classification for International Trade (Standard International
Trade Classification}or S.I.T.C.) we note that 3 of them represented 77.6%
of Canadian exports in 1968, or a value of $10,557,864.000. (3) They
are - in decreasing order of magnitude - machinery and transport equip-
ment (section 7), non-comestible raw materials (section 2), and finally,
manufactured articles classified according to raw materials.(segtion 6).
This last category includes mainly metals, that is, semi-processed raw
materials. .Finally, although there are no precise statistics on the
subject, it is gemerally believed that the most export business is in
the hands of large and even of giant corporations. Ié this really so?
If so, why do small companies export so little? Which are the factors
which motivate some companies to export while others are content with
the.domestié market? Is there, as claimed, a link between the more or
less advanced technology of a company's production and the fact that it
does or does not export? Is there a relationship between exporting and
the long-term success of the company? These are some of the qﬁestions
which we will examine in this repoft.

It may seem strange to wish to revert to the export problem, which
is ome of the oldest concerns of economists. However, aithough this
problem has been studied in detail at the macro-economic level, up to now
the micro»ééonomic approach has. been virtually ignored. We are quite

capable of explaining why some countries export; we can forecast to which

(3) Statistics Canada, id. Table 37.
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market their goods will be directed; one may even be able to predict
the global value of their exports in terms of income of their principal
clients. Also, within an exporting country, we can explain why some
industries export more than others. Buf hardly anybody ever went.
further: we still do not know why some enterprises export while others,
in the same industry, only sell within their own national borders. We
intend to study this problem within the specific framework of small and

medium manufacturing enterprises (S.M.E.) in Quebec.

II. OBJECTIVES AND PLAN OF THE STUDY

From a general point of view the problem Qf determining motives for
export is extraordinarily complex and exceéds somewhat the very resﬁricted
scope of this modest study whose limits should be established first.:

1) This study is certainly not intended to establish a theory of export-

ing companies. It is essentially an empirical investigation meant to

show the characteristics and the Eroblemé'of some cgtégories of small
and medium firms in Quebec and is not inténded to establish a general
model to "explain' why some companies export and others do mot. This,
however, does not mean that our resuits would have no explamatory or

forecasting vaiue but simply that their scope is limited and that they

really only apply to the type of company on which this study is based.

2) This study will be limited only to small and medium firms (S.M.E.)

as defined below., From the geographical point of view it will deal only

-with companies established in Quebec, be they independent firms or sub-

sidiaries of other Canadian or foreign corporations.
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3) Finally, within this sub-population, we are intefested only in a
specific category of S.M.E., those which use advanced pfoduction
techniques. Once again, this term will be defined later.

With the scope of our study well defined, we are now in a position

‘to state our objective,which is to answer the three fundamental questions
ﬁentioned earlier, i.e.

i) Is there a relationship between the technological character of a
firm and the fact that it does or does not export? We shall examine

the arguments put forward in support of such a relationship by varibus e
authors and we will attempt to determine how they apply to our sample.

2) Is there a link between the fact that a firm exports and its success,
the latter being represented by its long-term sales growth rate? Once
again we shall examine the theoretical arguments supporting such a
relationship, next we shall analyse the data to see how they apply.

3) What are the main characteristics of exporting firms which differ-
entiate them a priori from non-exporting f£irms? One might restate this
problem somewhat differently, i.e. which factors make it possible to
“explain" why some firms export while others do not?

Actually, this paper will be divided into 3 major sections: first,
(chapter III) we describe the methodology used: definition of population,'
characteristics of the.sample and analytical methods used. WNext (chapter IV)
deals in detail with the variables. In the third section, (chapter V) we
present the results>of our study. Finally, we conclude with a brief

summary of the essential facts of this investigation.
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III. THODOT.QG

This paper is the follow-up of research on the factors influencing
success or failuré of manufacturing S,M.,E. in Quebec (1), éarried out on
behalf of the Federal Department of Trade and Commerce.where we had briefly
touched on the role of éxportsvas:a.factor in the success of é firm, In
order to facilitate comparison between thé,two studies we have used the
same type of methodology and specially the same definitions. Consequently,
in this chapter we will confine ourselves to a brief review of the
definitions used.in both studies, while referring to the earlier paper
for more detailed development.

This chapter has three sections:
1) Definition of the population.
2 Methbds used for gathering information.

3) Methods used to analyse the data obtained.

1) Definition of the.population:

As stated earlier, our study will involve oniy a small portiéh of
Quebec manufacturing firms. Actually, the population-to Bé studied could
be defined as the small and medium enterprises (S.M.Eo) in the manu-
facturing sector establishéd in Quebec using advanced‘production:techniques.

These terms must still be defined.

—— v ——— - w— Vo S mm— — — — — —

As in the earlier study, for practical reasons; we decided to define

the size of a firm in terms of the number of its employees. It would

(1) Gérard GARNIER and Jean ROBIDOUX: Facteurs de success et faiblesses
des petites et moyennes entreprises manufacturidres au Québec,
spécialement des entreprises utilisant des techniques de production
avancées, (Success Factors and Shortcomings of small and medium
manufacturing companies in Quebec, especially those using advanced
production techniques). December 1973, Management Faculty, University
of Sherbrooke. ' )



probably have been preferable to select our sample population according
to such criteria as business volume, or amount of assets but at the outset
the only figures available to us were the number of employees in each
firm, Actually, we defined S.M.E. as enterprises having between 5 and

250 employees in 1973. We eliminated firms with fewer than 5 employees
since they are artisan shops whose economic impact is negligible,

b) Definition of companies and industry using advanced production

techniques. .
It became quickly apparent that it would be impossible to distinguish

technically advanced enterprises from others merely from statistical

'data, regardless of the criteria for defining advanced techniques. The

only statistical data available referred to technological data on entire

industries and often on activity sectors comprising several industries,

Therefore it was decided to select adﬁanced technological industries and

to congider all companies‘in that industry as enterprises using advanced

fechnology. It remained for us to define what was meant by "technological"

industry (and consequently by 'technological’ firm) or by an industry

"using advanced production techniques." Obviously, it was not possible

to establish in advance the type of technology actually used by each

industry and to decide Whethér it was advanced or mot. Most experté

relate the technology of an industry to some research criterion. We have

used three research-based criteria to determine whether an induétry was

fechnological or mnot:

1) The amount spent on research (R&D) for every $106 of sales volume;

this amount includes "in-house" expenditures, i.e. within the company,

as well as "extra-muros" funds., It also includes operating expenditures

plant.

=10-
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2) The number of employees engaged in research for every 1000 employees.
3) The number of scientists and technicians engaged in reséarch for

every 1000 employees.

Statistics Caﬁada,in its publication entitléd hExpenditures for
Research and Industrial Develoﬁment iﬁ Cénada - 1967" (1); détaiislof which
are published in Appendix 1, furnished the neceséafy statistics for each
group of industries. For each of thé‘three ébove éritéria we determined
the\average for all manufacturing industries aﬁd selected those industries
which exceeded this average for at least omne of Ehévéhree criteria mentiomned,
the first, however, being considered the méét important 6ne. Thus we
selected 8 industries which henceforth will be considéred techﬁblogicgl
industries; they are: |
a) the rubber industry.

b) the non-ferrous metal industry

c) the non-electric machinefy'industry
d) the aircraft and parts industry

e) the eléctricalyappliaﬁce industry

f) the oil and coal industry

g) the pharmaceuticai products industry
h) the other chemical products industry,

One might take issue with the above procedure becausé, fof ekample, it
selects the population sample, that is, the Quebec S.M.E. using advanced
technology, on thé basis of criteria which really apply only to entire

industries and to Canada as a whole. Imn fact, it is unlikely that there

(1) Statistics Canada: Expenditures for research and industrial devélop-

ment in Canada, 1967. Ottawa, February 1970.




are major differences between provinces in the degfee of technology
of a given industry. One might also object thét this method will -
inevitably lead to the inclusion of some less technologically advanced
firms in our sample,since all industries -~ even the most technically
advanced ones = will contain some firms less advanced than others. The
advanﬁage of this method is that it allows a comparison between the
most technically advanced firms and those that are less advanced.
Moreover, there is no aﬁéolute level of technology as such, there are
only relative levels; in other words, .some firms are more technically
advanced than others. By sélecting firms in the most technically
advanced industries there is a better chance that the great majority
of them would hgve quité a high level of technology. We must add that
our previous study seemed to confirm this relationship between the
level of technology of an industry and that of the firms engaged in it.
The most Se}ious objection might be that the criteria for research
intensity used are based on data which refer to all Canadian enterprises
and that the large companies do most of the research in terms of absolute
value. The industries are thus selectedvon the basis of data applicable’
mainly to large corporations. The selection might have been different
if separate &ata had been available for companies with fewer than 250
employees. Due to this lack of statisties, it was not possible to check
ﬁhis hypothesis directly but it seems unlikely that the research intensity
for small companies would be radically different from the average
intensity for all enterprises. Therefore, there is reason to believe that v

our selection criteria are valid; all the more so since there is a very



13-

marked difference in terms of intensity of research between the eight
industries selected and the others.

Finally, the criteria used make it possible to define accurately
the population covered by the present study. It was possible to
establish a list of the enterprises which made up our.sample from the

Repertory of Manufacturing Establishments (Répertoires des_établisseF

ments manufacturidrs) published for each industfies by the Quebec
Statistics Office. The total number of S.M.E. in the eight industries
amounted to 410 companies whose breakdown for each industry appears in

APPENDIX II.

2. Information gathering methods:

Due to the nearly total iack of basic data on the population to be
studied, we had to envisage gathering the fundamentél statistics ourselves
in addition to the more specialized information needed for our study,
Under t#e circumstances, the ﬁostvéractical and least cumberéoﬁe method
is that of the questionnaire, all the more so since the total population
was limited to some 400 enterprises. We decided to contact every firm
in the sample population rather than to select a sample and to extra-
polate the data gathered for this sample to the entire population. How-
every, the questiomnaire methdd also has its drawﬁacks: it is impossible
to determine the number of questionnaireé which. will be completed nor the
rate of fesponsiveness to the different questions;>the quéstioné may be

appear
misunderstood or the answers/vague, and finally and above all, the rigidity
of the quéstionnaire does not allow for particular conditions in eachA

industry and even less in each company. To make up for these shortcomings



it seemed mnecessary to carry out a number of interviews with selected
companies, once the basic information was obtained from the analysis
of the questionnaires. In fact, our research was carfied out in three
stages:

a) First, we sent a rather gemeral questionnaire to the 410 énter«
prises in our population. This first questionnaire aimed at gathering
basic information, especially statistical information which could not
be obtained elsewhere. After two reminders by mail and a number of
telephone calls, we collected 171 questionnaires, representing 42% of

the population. However, some of the questionnaires were not completed

in full, for example, many enterprises refused to reveal their financial

data. In fact, 83 questionnaires supplied enough information to be
considered reasonably complete. These 83 companies furnished sufficient
financial data to enable us to compute their long-term growth rate, a

rate which we used as a success index for the company throughout the

study. Thus, our basic "sample" consisted of 83 firms and was the basis

for most of the statistical analysis to be explained in detail later.

The sample represents about 20% of the population which is adequate; the
distribution of the companies per industry does not differ significantly
from that éf the population as a whole (APPENDIX.II).

b) Next, several months after sending out the first questionnaires,
we sent a second series of questionnaires to the same 410 enterprises
which made up our basic population. This follow-up questiomnaire was
more séecialized than the first and was intended to obtain data on export
activities as well as on the different factors which distinguish exporting
enterprises from other companies. 146 questionnaires completed in

different degrees covering about 36% of the firms of the sample were

1l
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returned. APPENDIX II indicates their distribﬁtion among the eight
industries selected. The makeup of the second sample hardly differs
from that of the populétion and seems to be better balanced than that..
of the first sample. In fact it seems that both our samples are quite
representative for the population, at -least as far as the distribution
among the eight industries selected is comncermed.

¢) To limit the shorté%mings of a questiomnaire survey as far as
possible, we conducted a number of interviews with the companies selected,
once the basic data collected from the questlonnaires had been analyzed.
We carried out two series of persomnal interviews with the- managers of
S.M.E., one after the return of the first questiommaire and the other
after the return of the second. Altogether we conducted more than
fifty personal interviews, in addition to many telephoﬁé interviews.
These interviews had a triplé objective: first,_tb obtain more information
on some items which had been omitted in the questionnaires by many
companies, especially in the fieid of financial data; mnext, to gather
more data on companies in some industries relatively underrepresented
in our sample; finally, terstéblish personal contact with the firms and
their problems. In this manner we were able to familiarize ourseives
with the particular conditions in éach industry and gather general

comments from many executives.

3. Analytical method used:

The very mnature of the phenomenon under study, i.e. whether the

companies did or did not export, together with the refusal of many



companies to furnish precise figures on the amount of their exports, -

made it difficult to establish a complex quantitative model, especially

ia model based on multiple fegression. Theréfore, we confined ourselves

‘to the analysis of the data with double entry tables, one entry being

usually a dependenﬁ variable, i.e. whether they did or did not export.

From the practical point.of view, the ana}ysis was carried out with
o

‘the MINI-TAB TABLES programme which furnighes chi-square measures

zbetween”the Qafiableé as well as gamma test values (a type of corre=-

lation coefficient). Therefore it was easy to carry out statistical

testing of the independence of the variables.

IV - THE_MODEL - STUDY OF THE DIFFERENT VARIABLES

A Edith Penrose in her béok "The Iheory of the Gréﬁth'of the Firm"
writes "Firms do not just grow automatically, but in response to human
decisionS". (¢D) One might justifiably substitute the word "export"

for "gfowth". The fact of exporting is no less a random result than 
development or growth. On the contrarf, it is the result of a number
of decisions deliberately made by the executives of the company. Even
in the simflest of cases where thé foreign elient’requests that the
,éompany ééll to him, fhe decision to export will entail changes in the
routiﬁe of the company. Moreover, iﬁ most cases, exporting presupposes
foreign marketAreseérch; developmént of techniéues for delivering.gqods
outside the éountry, familiarization with the use of foreign currencies,
etc.... Export prospectives will force a company sooner or later to

revise its production, distribution, sales and financing policies, etec...

(1) Edith T. PENROSE: "The Theory of the Growth of the Firm'", p. 31,
‘ New York, John Wiley and Sons, Inc., 1959,

-16=
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Therefore, even if at the start motivation for exporting is purely
accidental, it camnot turn into an exportiqg process without a decision
taken By the company executives., In other words, the fact that some
firms export is not doincidence but the response.of their managers to
certain stimuli, to certain causes. These causes are what we will
attempt to highlight. For some authofs_exports are tied to the growth
of an enterprise: 1t is ome of the alternatives opeﬁ to a company in
full growth. As a company grows, passing from the local to the 3
regional and then to the mnational market, it comes up against increas-
ingly strong competition from companies with national s;ope. If
competition becomes very strong the company may see its growth restricted
or definitively stopped. Exporting may then be the solution which
allows it to increase its production without meeting much resistance°
Other authors relate the problem of exports to the "product or
products cycle'" of the company. This product cycle theofy has been _
presente& in its best known form by Raymond VERNON (1) although other
authors like HUFBAUER (2) had already established thé principle some
time earlier. We shall deal with all these theérieé in more detail when
we deal with the causes for export (independent variables) and especially
when we present the result of our survey. For now we only wish to
retain the idea that the fact that some companies export and other don't

is related to well-defined causes which we shall attempt to demonstraﬁe.

(1) R. VERNON: Internatiomal Investment and International Trade in the
Product Cycle, Quarterly Journal of Economics, May 1966, pp. 190-207.

(2) G.C., HUFBAUER:. "Synthetic Materials and the Theory of International
Trade," London: Gerald Duckworth and Co., 1965.
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It is possible to represent the pfoblem of expofts by small and
medium-sized firms in the form of a linear model, based on multiple
regression where the dependent variable would be the amount of exports
of a company for a given year and would vary'with a certain number of
independent variables. One would thus get an instantaneous model whose .
_results could be generalized by using data covering several years,
integrating these time series data into those of instantaneous cross- -

\

sections through the pooling method. 3
| Unfortunately a great number of companies refused to furnish
figures, in particular to reveai the exact amount of their exports.
Therefore, we had to do without a quantitative dependent variable and
also had to relinquish the multiplé regression model. We limited our-
selves therefore to an analysis of the results with double-entry tables

using the dependent variable (exporting or non-exporting company) as

one of the entries.

A) Dependent variable:

In fact, we had to use a binary dependent variable. We divided
all companies which had answered the questionnaire into two categories:
those which export and those which sell only in the domestic market and
attempted to explain this difference in con&uct by a number of factors
which represent independent variables.

The meaning of the term "eXpofts" may be ambiguous in the case of
companies in a province like Quebec. Let us explain immediately what
we mean by exports, i.e. sales outside of Canada and inter—provincial .

transactions are of course excluded. In fact, the problem arises only
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with regard to statistics and only at the macro-economic level in dealing
with the question of what is understood by exports from Quebec and of
assessing the amount of these exports. We have adopﬁed the method used
- by the Quebec Statistics Office and by Statistics Canada, which includes
the value of all goods loaded in Quebec for foreign destinations under
international exports from Quebec. This is an aﬁproximation of the true
amount of exports from Quebec but they are the oply statistical data

available. We shall come back to this problem later.

B) Explanatory variables:

The reasons why a company may decide to sell its products oﬁtside
of Canada may be manifold. We have érouped.together all the factors
which may influence the decision to export in three broad categofies:

1. Characteristic_factors_of the enviromment: in other wofds, of
the economic, socio-cultural and legal context of.the market structure.
For example, it is well-known that some industries expoft a great deal;
the companies in these industries are‘under strong pressure to export
since exporting may represent a decisive competitive:factor.v In 
general, companies, especially small ones, only have negligible influ-
ence on these factors. They can only adjusf as best they can to the
pressures of the enviromment to which they are exposed.
are the result of company policies, in other words of the way in which
management perceives the environment and attempté to édjust to it.
While management has only little influence .on the environmeﬁt, it does

on the other hand have a great impact on the company, which it can change
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nearly at will, although some changes are only possible over a relatively
long period.

3. gbg_ghg;ép&pgigtip_ﬁgnggqg'gfmﬁﬁg_egpgggrgpgpgz In the case
of a small company one might say that the company is to some extent
identified with the man who founded and runs it, with fhe person whom
we call the entrepreneur; it is the result of the ideas of that person,
the measur-e of his managerial, technical and financial skill as
well as of his business acumen, There are many definitions for an
entrepreneur but they all coincide in. this designating a person who
assumes the risk of the operation, who is capable of determining the type
of product or service which does not yet exist but which the consumers
heed, who is able to transform a theoretical idea into a practical
product which meets the needs of the market. If a small company is
thus identified with its entrepreneur-manager, one can expect to find
some relétionship between its broad_guidelines and policies, such as
whether it exports, and the personality and ideas of the entrepreneur.
This we shall attempt to explore.

Finally, the model we propose may be described as follows: the
fact of whether a company exports or does not export depends essentially
on the conditibns in the industry of which it is a part, mainly. on the
conditions of demand, both abroad and at home, on the characteristics
of the company, its physical and political characteristics over a
number of years and finally on the characteristics of the entrepreneur
who runs it. We shall now look in more detail at the individual factors

which make up each of the three categories.



DETAILED DESCRIPTION OF THE MODEL:
The three categories of factors which we have just defined tend to
overlap since some factors may be listed under several categories hence

the classification is somewhat arbitrary. -

1. TFactors characteristic for the environment:

These are external factors over which tﬁe firm has‘practically no
control, While there may be hundreds of such fagtors which can affect
the decision to export, we shall confine oﬁr study to the most i@portant
ones which we have divided into two groups: |

a) Factors characteristic for the industry: both domestic and

foreign demand for the products of the industry - competition and
concentration of firms.

b) 1Incentive factors for export, such as govermment subsidies,

the services provided by the Société pour 1'Expansion des Exportations
(Export Development Company.)

Let us briefly review the factors falling into these two groups:

A, Factors characteristic for the industry:

a) Generalities and demand for the products of the industry.

The study of the factors characteristic for the industry
enables us to combine the traditional macro-economiC'approachAtd the"
export problem with the micro-economic approach which represents the
basis for this study. The classical theory of international trade
states that every country has an interest in specializing in the
export of certain products, i.e. those intensively utilizing production

factors which are in plentiful supply and therefore low-priced,.
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Conversely, they tend to import the other products. This amounté to
saying that in fact some industries will export much more than others and
that one can expect to find a larger proportion of exporting firms

among the former group than among the latter (altﬁbugh this is equally
dependent on.the amount of exports by firm, on their concentration).

This scheme may be affected by foreign demand conditions in the sense
that the mere fact that an industry has a comparative cost advantage

over their foreigﬁ'competitors is not enough to ensure it large exports,
there must also exist some demand for its products in other countries.

It is not within the scope of this study to present an empirical
verification of the classical theory of.international trade. We shall
confine ourselves to ascertainihg whether the eight industries selected
on ;he basis of the degree of technology of their production are better
qualified to export than the éverage manufacturing industry in Quebec

or in Canada and whether there are considerable differences among them
with regard to the production percentage which is‘exported and finally

we will outline some answers. We shall emphasize only three explanatory
factors, namely, the influence of foreign and domestic demand on exports,
that of coﬁpetition and finally the importance of the research factor.
Theﬁ we shall attempt to establish a link between macro-economic analysis
at the induétry level and micro=~economic anal&sis.at the level of the firm.

b) Competition and Concentration of firms:

There are two types of competing companies: Canadian companies on
the one hand and foreign firms selling to Canada, on the other. It is

true, that if, in a given industry, the main domestic competitors of a
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company engage in exports, this will represent a very great incentive
for this company in its turn to consider selling abroad.. By selliné
abroad, the competing companies may actually increase their production
volume, which will enable them to take advantage of the economy of scale
and thus lower their current production costs and perhaps also their
sales price not only abroad, but also in Canada. Exporting may = if
competition within the industry is relatively strong (relatively narrow
profit margins) =- bring about a considerable competitive advantage, which
no company can concede its rivals without, sooner or later, putting its
own existence in jeopardy. One can thus expect to find a link between
the intensity of competition within an industry aﬁd_the percentage of
exporting companies. The problem is similar in the case of foreign
competition., If foreign companies attempt to break into the Canadian
market, the reaction of Canadian companies ﬁill consist in counter-
attacking on these foreign companies' markets. There again we can
expect a positive relationship between the intensity of competition and
exports.

B, Incentive factors for export.

Canada, like most other countries, attempts to developAits exports
by offering various kinds of subsidies and services to companies planning
to sell beyond the national borders.. Although these measures and services
are available to all companies,”séme.take gfeater advantage of them than
others and certain firms use them more frequently than others. Which -
companies use these services most and why? This is what we .shall attempt
to determine.

2. Factors characteristic to the firm.

There again we can divide the factors of this category into two large

groups:
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a) The physical variables, which describe the firms characteristics

at a given moment: its age, size, number of customers, etc. .
b) The variables representing the management philosophy expressed

by its executives when facing the problems of the company: planning

methods, general policy concerning the range of manufactured goods, .

research policy, etc.

A, The physical variables.

a) Age of the firm:

it is easy to imagine that a young company struggling to gain its
share of the local or national market has probably no time to concern
itself with export problems and will tend to delay efforts to search for
foreign markets. However, once it is well established and its share of
the domestic market has stabilized, it realizes that great efforts must
be made in order to conquer a further share of the market from its ‘ .
competitors. Exports may represent an attractive opportunity for con-

tinuing growth,

b) The size of the company:

Age and size afe frequently related, the oldest firms generally
.being the largest ones. The arguments presented earlier apply here as
well. Furthermore, a firﬁ which for the first time plans to search for
foreign markets and to export must be prepared to spend certain fixed
amounts not related to the size of the company, such as the costs of
‘establishing an export department, cost of research, etc. This means
that in proportion to the amount of sales it is cheaper for a large

firm to export than for a small ome. We shall thus attempt to verify
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empirically whether size is an important criterion for the fact of whether

a firm does or does not export.

c¢) Number of customers: concentration or diversification;.

We shall see later that.according to the Federal Department .of Trade
and Commerce, it seems that subsidiaries of foreign .corporations export
more than strictly Canadian omnes, buf that a considerable proportion of
their sales goes to their parent-companies. Their foreign sales are
thus concentrated on a few customers. We shall attempt to verify
wheﬁher - in our sample - there is a link between exports and the
concentration of the number of domestic and foreign customers.

d) Legal status of the firm: Subsidiary or independent Firm

Different reports on "Subsidiaries of foreign companies'" published

by the Department of Trade and Commerce show clearly that "for every
year of the period between 1964 and 1969 export sales of these companies
have accounted for a large proportion of total Canadian expor£s" (1)

and that in genefal‘subsidiaries of foreign companiéé tend fé exporf‘more
than strictly Canadian éompanies. Granted that the subsidiaries covered
by these reports are large firms but it is also likély that the same
phenomenon would be encountered in the case of the small subsidiaries
which make up our samp;e. It must be stressed in this connection that
the fact that subsidiaries are included in our sample raises problems of
methodology. First, even if they employ fewer than 250 employees, .can
one really speak of SM.E, in their case, when>the global corporations

of which, they are a part are multi-national giants with assaté of several
billion dollars? To what extent is the aﬁount of theilr research

expenditures a valid indicator for the technical benefits they derive?

(1) Department of Trade and Commerce: 'Canadian subsidiaries of foreign
companies, 1964-1971," p. 7, Ottawa, Information Canada.



Finally, can one really speak of an entrepreneur in the case of the
manager of a subsidiary? On the other hand, to eliminate the
subsidiaries would amount to deleting from 30% to 40% of the firms
covered which meet the criteria established .for S.M.E. To what extent
would the remaining individual independent firms represent the population
we intend to study? Under these circumstances, we decided to include

the subsidiaries in our sample and to determine their importance in the

total S.M.E. exports.

B) Management philosophy and the policies it entails:

a) General management and planning:

We indicated earlier that the fact that some firms‘expért is not
due to coincidence. The exporting process is the result of a deliberate
decision taken by the executives who have weighed fhe advantages and
disadvantages of this move in terms of the firm's objectives and its
human, financial and production résources. In other words, the decision
to export is the result of pianning. It is thus logical to Believe that
firms which have already set up a planning mechanism for their other
activities will be in a better position to assess the advantages and
drawbacks of exportation and would thus stand a better chance to arrive
at a positive decision than othgrs° Finanéial considerations tend to
support this'hypothesis: in fact, the setting up of.an export depart-
ment and a foreign market research department require;a considerable
investment at the oqtset, but this investment will be lower if there
is already machinery in place for market study and planning; it would

then suffice to have some department staff members specializing in
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foreign market study. Be that as it may, we can expect to find a larger
proportién of exporting firms among those which already have a'well-
developed planning department than among others. We shall attempt to
verify this hypothesis by relating exportation to the‘existencé of long~ '
term and short-term planning in the three broad functions: finance,
marketing and production.

b) Firms'policies regarding the products they sell:.

Several authors have related the fact that some industries export
more than others to the chéracteristics of their products. For VERNON vy,
HUFBAUER (2) and WELLS (3) exports are linked to what they call the
"product cycle". On the other hand, for GRUBER' MEHTA and VERNON (4) as
well as for D, KEESING (5) there is a close tie between e#ports and the
intensity of the research effort of the industry. We shall examine this
latter position in detail when we speak of the influence of reséarch.

Thus we shall only deal with the first theory here. The produgt cycle
theory has been proposed mainly by VERNON to explain the makeup of
American foreign trade. In this semse it does nbt necessarily apply to

foreign trade of other countries, although it should be possible to use

(1) R, VERNON: International Investment and Intermational Trade in
the Product Cycle, Quarterly Journal of Economics, May 1966,
PPQ 190"2070

(2) G.C. HUFBAUER: Synthetic Materials and the Theory of Inter-
national Trade, London, Gerald Duckworth and Co., 1965.

(3) Louis T. WELLS: Test of a product cycle model of International
Trade:; U.S. export of consumer durables. Quarterly Journal of
Economics, February 1969, pp. 152-162, ’

(4) W. GRUBER, D, MEHTA and R. VERNON: The R & D factor.in Inter-
national Trade and Internmational Investment of United States Indus-
tries, Journal of Political Economy, February 1967, pp. 29-38.

(5) Domnald KEESING: The Impact of Research and Development on United
States Trade, Journal of Political Economy, February 1967, pp. 38-48.
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the theoretical principles on which it.is based to determine the nature
of exports of other countries. For Vernon, the life of a product goes ‘
through three broad stages between the moment when it is created (its

birth) and the time when it is withdrawn; or if one prefers, three

‘stages of development. At the start it is a '"new product", then it

becomes a "maturing product'" and it winds up its life cycle as a

"standard product". To this product development cycle corresponds a

production and sales cycle which, according to WELLS, is made up _of

four stages to which we would like to add a fifth:

(1) The first stage is that of the launching of a product. According

to Wells and Vernon, most new products, especially if they are products

aimed at the affluent consumer and products intended to replace human

1abour.by automation, stand a better chance when launched and manufactured -
in the United States than elsewhere. At this stage, the producﬁ is
manufactured in small quantities at relatively high cost for high-

iﬁcome customers (inqome-elasticity of the demand is high) for whom

price is secondary (price elasticity is low). The manufacturer has a
near monopoiy. While the main market is the domestic market of the
United States because of its size and its wealth, there will soon be some
demané abroad; however, exports are still mnegligible.

(2) The product is now well 1aunchéd and is headed towards the maturity
stage. Mass-production is being planned and price considerations begin
to prevaillover,technical features., Demand abroad is rising and exports
absorb an increasing share of the American production. For Wells this

stage is no different from the previous omne.
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(3) At a given moment the question arises whether to product abroad.

The product is now being mass-produced: it has reached the "standardﬂx
ization stage'. Cost considerations will now decide the site of pro-
duction plants., Foreign demand iS»growing and isAtranslated into a
considerable increase in exports. Generally production costs, especially:
labour costs, are lower abroad than in the United States. If shipping
costs are added, there comes a moment when it becomes more profitable to
product in various foreign countries to keep the domestic market supplied.
American exports will start to drop.

(4) Production costs of a given product abroad continue to drop compared
to American costs so that the USA-produced gbods will sell less and leéss
abroad. American exports continue to drop.

(5) Finally, the difference in production costs of the same product
become so great that the United States will stop producing at home and : 3
will buy from foreign subsidiaries of their firms or from fdfeign manu -
facturers. Exports thus become imports.

It is not within the scope of our study to verify this complex - -
theory in detail; moreover, it does not necessarily apply to Quebec
conditions., We will confine ourselves to examining whether there are
differences between different kinds of products as far as exports. are
concerned. One might, in particular, expect that firms which launch |
many new products, or the majority of whose products are still at the
"new product" or 'mature product" stage, export more than those which
manufacture fewer products, several of which will necessarily be "standard
products'. We will also examiﬁe directly whether firms which manufacture

"standard products' export less than others as stipulated by Vernon's
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theory. Then we will see whether the relationship between a firm's
prices and those of competing products has any effect on sales abroad. .

e) R & D policies:

As stressed by Wells, there is a rather obvious relationship

Between the product cycle theory. and that advocated by Gruber, Mehta

and Vernon on the one hand, and by Keesing on the other. All these
authors have found a strong correlation between fhe intensity of research
of various American industries and the amount of their exports. This

can be very well explained in terms of the product cycle theory which
provides that the main exporting industries are those which constantly
come up with new products and which replace them before thgy become
standardized. But to continually launch new products requires a great
deal of research and development. It must be noted.that this’thebry as

well as that of the product cycle were aimed at explaining tlie makeup of

U.S. exports. Whether it can elucidate the makeup of Canadian exports
and more particularly of the eight Quebec industries which we have -
selected, is what we shall examine.

Wilkinson (1), in his study of Canadian foreign trade,noted that
Canada exports mostly raw materials and semi-processed goods and that
its exports of manufaetured goods are still quite limited. It is thus
understandable that he found that Canadian exports are particularly raw
material-intensive but he has.also shown that research effort is a
significant factor, especially in the case of exports of manufactured
goods.

d) Financial policy:

Exportation may raise financial problems: it may be difficult to

(1) B.W. WILKINSON: Canada's International Trade: An Analysis of Recent
Trends and patterns, Montreal, Private Planning Association of Canada,
1968.
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collect; credits may have to be more long-term, etc... All these
difficulties may force the exporting firm to maintain more liquidity
than those selling to the domestic market. This is one of the questions
we shall consider. In general, we shall attempt to determine the .
repercussions.on the financial activities of the firm entailed by
exports., To do this we éhall compute seven financial ratios which will
enable us to form an idea of the overall financial situation of the
firm and to see whether there are significant differences between
exporting and non-exporting firms as far as these seven ratios are
concerned. These ratios can be divided into three categories:

a) 3 ratios indicate the liquidity of a firm; they -are: the "quick
ratio" (operating assets less the merchandise stock, divided by the
operating liabilities), the turn-over rate of accounts receivable and
the turn-over rate of stocks.

b) A financial structure ratio: this is the ratio. between total

liabilities and total assets.

c) Three ratios of profitability: first, the ratio between net sales:

and fixed assets, then the ratio between net profits and net worth;
finally the ratio between net profit and net sales.

These ratios are used by many authors in financial studies and méke
it possible to cover all aspects of the financial situation. It would
have been even more useful to follow up the development in time, unfor-
tunately it was not possible to gather financial information for more
than a few years. To avoid judging the financial situation of a firm on

the basis of one year's operation, a year which may have been exceptional
y P s y y p s



we established our ratios on three-year averages (1969, 1970 and 1971).

3. Factors characteristic_for the_entrepreneur:

One often hears that a small firms is identified with the person
.who founded.and runs it, with the one whom we call the entrepreneur.
This is true to Ehe extent to which the manager can exercise personal
influence on the course of the firm's activities because of the small
number of employees or the limited scope of the operations. The one
who decides, often by himself, on the direction which the firm will take,
who established the policies and controls all operations, will/also be
the one to decide oﬁ this basic option; exportation. Which factofs will
enter into his decision? First there will be economic factors, profit
considerations, but we believe subjective factors play a role as ‘well,
such és a personal interest in a foreign country, or travel in other
countries, some taste for risk-taking, etec.... The question which
arises then is the following: is there a well-defined type of entre-
preneur more likely than another to launch his firm on. the export business
and, if so, which are his main characteristics? There are many élements
which enable us to describe anventrepreneur; we believe there are six
which are of particular importance, in the sense that they can have a
direct influence on his propensity to agree to launch his firm on the

adventure of exporting., They are:

1) ‘His age.

2) His ethmiec origin which is often associated with his mother tongue.

3) His educational level and field of interest: One might think that

a well educated entrepreneur is more aware of the possibilities offered
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by certain foreign markets for the sale of his products. He is also
better able to assess the risks of the enterprise.

4) The kind of experience he has acquired before starting the. firm.

It is particularly important to know whether he has already worked
abroad or with foreign countries and, if so, to what extent does this
fact affect his decision to consider export sales.

5) The taste for risk-taking he exhibits. To export he must be able

to take risks but also to know how to limit these risks.

6) His capacity to delegate authority and to accept the advice. of his

associates.

Regarding the entrepreneur, we have already emphasized the problem

of a manager of a subsidiary wondering to what extent:he-could be .
considered an entrepremneur. Without actually tackling the question, we
decided to consider entrepreneurs only those respondents who were either
owners' of firms, preferably founder-owners, or company presidents. We
considered that the other respondents, vice-presidents or other employees
did not have the necessary authority to determine firm policy and could

therefore not be comsidered to be entrepreneurs.

V. ANALYSIS OF RESULIS

We noted earlier that we sent two series of questionnaires to the
firms which made up our sample population: the firszgroup of qﬁestibn-
naires was general, the second more specialized. To avoid repetitioné,
it seemed preferable rather than to present the results in seqﬁence (one
after the other) to regroup the data but noting the differences between
the two groups when deéling with similar quesﬁions. On the whole,

however, it can be said that the results of the two surveys were



satisfactorily'matched, In addition to the survey results, our presen-
tation of the results will include all comments or clarifications
;gleaned during the two series of interviews conducted with executives.
Before analyzing the results of the surveys in detail, it may be
useful to find out to what extent the two samples on which we are going
to establish our analysis are representative of the population to be
studied., There are many factors on which this sample population compari-
son could be carried out: break-down of number of employees, amount
‘of assets or sales volume per firm of the population and in the éample,
amount of exports in one group and in the other, etc... The lack of
‘data on the population makes most of these comparisons impossible. The
only one we were able to carry out dealt with the break-down of the firms
aécording to the eight industries selected. It may, however, not be .
the most important one. APPENDIX II shows this break-down of the
firms. As far as the first samﬁle colleéted from the first questionnaire
is concerned, it shows that the composition is very similar to that of
the population: only the "other chemical products' industry is somewhat
underrepresented in the sample (18.1% of the firms) compared to the
population (33.7%). On the other hand, the non-ferrous metal industry
is slighély overrepresented. On the other hand, the differences in
makeup are more apparent between the second sample and the population:
fhe aircraft industry is obviously underrepresented in percenﬁage but this
is partly due to the small number of firms in this industry; the pharma-
ceutical industry is a little underrepresented. The oil and coal
industry is obviously overrepresented: it seehs that the reason for

this is mainly due to discrepancies in definition; some firms classified




themselves in this industry while the Department of Trade and Commerce
had ranked them with other industries. By and large it can be said that
the samples obtained are a reasonable reflection of the composition of
the population. A priori, there is thus mo reason to believe that the
results.obtained from the samples could not be extended to all firms in

the population.

A) The dependent variable: whether a firm does or does not export:

APPENDICES IIIa and IIIb, prepared from the results of the first
questionnaire show that most of the firms in this sample do not export:
47 firms of 83‘(56.6%) in fact sell only in Canada; 36 export (43.4%).

The data of the second survey confirm these results: of the 146 firms
which make up the sample, 79 or 54.1% do not export, 67 (45.9%) export. As
the results of both éurveys were very similar, we shali confing our-
sélves to a detailed analysis of the results of‘the first survey.

A glance at the two tables shows that fhe situgtiqn changes greatly
from one industry to another. Thus, three industrigs export definitely
more than the average:. the aircraft, the nén-ferrous metals and thg
non-electric machinery industries. On the other hand, three other .
industries hardly export at all: the other chemical products, the oil
and coal and the pharmaceutical in&ustries. However,‘before jumping
to conglusions, it must be pointed out that there are only very few
firms in some industries, which should make us beware when interpreting
the percentages obtained. In fact the chi-square tests show that one

cannot be sure that there is a significant difference between exporting

=35=




=36

and non-exporting firms except in the case of two industries: the
aircraft industry which exports a great deal and the other chemical pro-
ducts industry which esseniially sells only in Canada. Where do the
-exporting firms export to? Essentially to Ehe United States: of 36
firms which sell abroad, 34 or 94% sell to the United States and
.sometimes to other countries as ﬁell. These 34 firms represent 41%
of all firms in the sample. 23 firms or 64% of the exporting firms
sell to countries other than the United States: to Great Britain,
Germany, Mexico, etc.. -but sometimes to the United States as wéll.

Two questions could then. be raised:
1) To what extent do the micro-ecomomic results obtained in our
sample reflect the true make-up of foreign trade in Qﬁebec and Canada?
To what extent do the micro-economic and macro-economic results coincide? -
'2) How can one explain the differences found between the industries?
This is a very broad question (in fact is is the essence of the
foreign trade theory) which far exceeds the scope of our study. We
shall thus only touch upon it when we examine the explanatory variables
and more specifically, the factors characteristic for the industries.

To revert to the first question, that of a comparison of the
intensity of exports in’our eight industries in both our sample and
in the Quebec dnd Canadian statistics. In APPENDICES IV (a) and IV (b)
we computed the export-production ratios for 17 industrial groups in
both Canada and Quebec. Moreover, we determined the rank of each of these
17 industrial groups, in terms of amount of exports.

An analysis of our sample shows that three of the eight industries

selected comprise clearly more exporting firms than the others, i.e.




the aeronautical industry, the non-ferrous metals industry‘and that-of
non-electric machinery. This does mot necessarily mean that the
percentage of their exports compared to their total sales is higher
than for the other industries but it is nevertheless a good indicator.
It was not possible to compute the export percentage for each industry
because many firms refused to indicate the accurate amount of their
exports. If we then analyze the data from Statistics'Canada and of
the Quebec Statistics Office we see that the aeromautical industry
ranks third in exports among the 17 Quebec industries studied with an
exports-sales percentage of 41.7% and 5th among the same industries

at the national level with an export percentage of 35.8%. The non-
ferrous raw metals industry ranks fourth (38.2%) in Quebec and first
(64.5%) in Canada. Finally the non-electric machinery industry

ranks 9th (7.6%) in Quebec énd second (55.6%) in Canada. On the
average these three industries export 29% of their production in
Quebec and 51.9% of their production on a Canada-wide level. The
average export percentage for the 17 industries under consideration

is 17.29% for Quebec and 25.4% for Canada, It thus seems that the
results of our sample agree with the Quebec and Canadian statistics

as far as the three industries which export a great deal are concerned.
On the other hand according to the results of our sample the following
three industries: the industry of other chemical producté, that of
pharmaceutical products and of oil and coal definitely comprise fewer
exporting firms than the others. According to'government statistics
the average export percentage for these three industries is 7.6% for

Quebec (average for the 17 industries 17.29%) and 21.6% for Canada
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(average 25.4% for the 17 industries), thus as a group they are definitely
below the average. Appendices IV (a) and (b) shows that they are also
’below average on an individual basis., There is thus no doubt that the
results obtained in our sample faithfully reflect the situation in
province of Quebec as well as for Canada as a whole.
In conclusion, it must be noted that the.eight industries selected

have somewhat higher export percentage than manufacturing industries as(
- a whole either in Quebec (18.56% for 8, compared to 17.29% for all 17)
or in Canada (33.8% against 25.4%). We are now in a position to tackle
vthe second question we posed earlier on the difference in export
activities between industries which actually amounts to an examination
of the explanatory variables for exportation in our model.

B. The explanatory variables:

I - Factors characteristic for the environment:

1) Factors characteristic for the industry:

a) General character of the industry and intensity of demand for

industrial products:

We already nofed that a firm which belongs to an industry with high
exports is more likely to export than a similar firm in an industry which
concentrates more on the domestic market. The question is now to find
out why some other industries export a great deal while others export
little. Without wanting to enter deeply into the international trade
theory, one might say that according to classical theory exporting
industries are those which have a "comparative advantage' over others.
This amounts to saying that their relative costs, i.e. the ratio betweén
their prodgction costs and those of other industries is lower in their
country than in other countries (importing countries). It remains to be

determined why the relative costs of Canadian exporting industries are
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lower than thoserf similar industries in the importing countries?
Traditionally, this was explained in terms of availabiiity of production
factors; for example, countries which like Canada have immense natural
resources can produce raw materials at véry low cost which obviously
benefits the industry which uses natural resources intensively. These
industries will probably export. Modern theory is more dynamic and
emphasizes mainly the development of the patrimony of production factors
and the methods which allow improvements of these factors, such _as
research for example. Be that as it may, B.W. WILKINSON (1) in his
article mentioned earlier, reached two conclusions which are of
particular interest:

a) Canadian exports are essentially natural resources intensiVe. In
1965, about 35% of these exports consisted of raw materials which had
practically not been processed and more generally 80% were '"based on
natural resources."

b) "The remaining 20% of exports were products of the secondary industry
and dependent on the producers using comparable or superior technology
than that used by foreign producers. (1) In the regression equation
which he developed and whose dependent variable was the production
percentage exported, the research effort in terms of the number of
employees engaged in it, constituted a very significant factor. What
consequences does this have for our study? Can one find commoﬁ

characteristics for the 8 industries which make up our population,

(1) B.W. WILKINSON: op. ¢it., p. 157. (French translation by the
author).




besides the fact that these eight industries are the ones mbst inten-
sively engaged in research in Canada? We shall come back in detail
to the micro-economic aspect of the relationship between exports and
research when we examine this independent variable. For the time being
we shall deal only with the macro-economic aspect of this relationship
in the industries. Wé had earlier noted that the average export per-
centage of the total sales of the eight industries selected was slightly
" higher than the avérage'percentége for all manufacturing industries;
this phenomenon also applies to the Basic industries in Quebec as well
as for Canadian industry as a whole. However, it must be noted that
the relatively high average of the eight industries conceals consid-
erable disparities: thus in Quebec the export percentage ranges from
41,7% for aircraft and parts and 38.2% for non-ferrous metals to 0.3%
for the rubber and oil industries; the phenomenon is the same for
Canada as a whole: the average of 33.8% disguiges the extremes: 64.5%
of exports for non-ferrous metals and 55.6% for machinery; 6.3% for
pharmaceutical products and 4.0% for rubber. This shows that among
the industriés most heavily engaged in reseafch some export Qery little.
Anothe; facﬁ supports the idea that there is not necessarily a
relationship between research and exportation. In columms (3), (4),
and (5) of APPENDICES IV (a) and IV (b) we have ranked all 17
industries, once in order of diminisﬁing percentages of their expofts
compared to their sales, and then according to the diminishing order
of their research effort. The correlation coefficient (Spearman rank

correlation coefficient) between these two series of listings is
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practically zero (ry= 0.088) for Canadian industry; it is even slightly
negative (r2= -0.110) for Quebec industries. In fact, contrary to
WILKINSON, but in accordance with some other non-published studies,

we have not found any significanﬁ relationship between the intensity

of research and export intensity for industry as a whole. We note-
that our conclusiomns are mnot totally contrary to those of WILKINSON:

in fact, if the same operation is repeated (ranking by decreasing order
of export intensity on the one hand and research on the other) but only
for the 8 research-intensive industries, the correlation coefficient
between these two categories is 0.620, that is high enough to assert
that there is a relationship between the two factors under consideration
(APPENDIX V). How can one reconcile these two apparently contradictory
results? WILKINSON furnishes us with an answer: an analysis of
industry as a whole shows that those that export the most are the
primary industries and those which semi-process faw.materials; these
industries do little research on the whole, hence. the low correlation
coefficients. On the other hand, if the study is confined to secondary
industry, one finds a relationship between research and exports.

Can one discover other relationships, always on the macro-economic
level, which would explain the differences in export intensity between
the 8 industries under consideration? To do this we used the same
concepts in APPENDIX V as WILKINSON did, that is we divided the indus-
tries into four categories:

1) Natural resource-intensivé industries: the proportion of their raw

material costs of overall costs is higher than the average for the entire



manufacturing industry;

2) Human capital-intensive industries: their salaries per employee
are higher than the average;
3) Non-skilled 1abour~intensive.industries:' salaries per employee
are lower than the average;
' 4) :Physical capital-intensive industries: mnon-salary value added per
employee is higher than the average. |

In fact our 8 industries are nearly evenly divided into these
categories: the aeronautical and electrical equipment industry in the
human capital-intensive category; the rubber, machinery, pharmaceutical
products and chemical products industries in the physical capital-inten-
sive category, finally non-ferrous metal and oil are natural resources-
intensive., Thus it is not possible to establish an obvious relation-
ship with export intensity.

To consider more practical aspects,the export phenomenon is some-
times explained through the play of production and demand, both domestic
and foreign demand; in fact, according to theory a country only exports
its excess production, that which is not consumed domestically. It

.would take too long to evaluate the demand (with regard to production)

in each of these industrieé but we shall deal briefly with the three
main exporting industries. The aeronautical industry ranks first; it
also ranks first regarding research expenditures compared to sales. To
be able to amortize these expenditures, or if one prefers,in order not
‘to unduly inflate the total costs, they must be spread over a consid-
erable production volume. The Canadian market is rather limited and this

industry therefore depends to a very large extent on exports to survive
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and grow. The non-ferrous metals industry ranks second in export intensity,
and 5th in research intemsity. It is an industry both intensive in
natural resources and in physical capital. To understand the position
“well, it must be noted that Canada is one of the principal producers
of non-ferrous metals in the world: it ranks. first for ﬁickel (58.5%
of the 1963 world production), second for zine (13.1% of world produc-
tion) and 5th for copper and lead. Although the domestie market is
growing rapidly, it is inadequate to absorb the enormous production
which must thus depend on foreign demand. Far behind these two export-
ing industries in third place is the chemical industry. It only exports
quite a small proportion of its production (14%), on the other hand
ite imports nearly 20% of the conspicuous Canadian consumption. The
Canadian chemical industry being quite specialized manufactures and
exports some groups of products (fertilizers, industrial chemical pro-
ducts, explosives) for which Canadian demand,is‘émall; it thué depends
to a certain extent on foreign demand., The five'remaining industries
export relatively little,

In this coumection it should be noted that during the second surﬁey
we determined that 68 of the 146 respondents (or 46%) exported and 78
sold only in Canada. Of the 68 exporting firms 26 (38%) stated that the
Canadian market was not large enough for their products to.absorbe their
entire production. This means that the size of the Canadian market
(domestic demand) and foreign demand influende the decision to export.
Incidentally, APPENDIX VI contains the tables listing the other explan-

atory variables.



b) The competition:

Competition may come from domestic firms or from foreign firms
and while both forms of competition affect the Canadian firm equally,
they may have different consequences as far as the export decision is
- concerned. Tables A-1 and A-2 deal with domestic compétition, while
Table A-3 concerns foreign competition. As far aé competition from
Canadian firms is concerned, nearly all respondents agree that it is
- strong or very strong: 72 of 83 firms, or mnearly 87%. Under these -
circumstancés, it is easy to understand that the .chi-square tests on -
independent variables show no significant differences as far as
exports are concerned between firms which face stiff, medium or little
competition. There are too few firms in the categories of medium and
weak competition to rely on the percentages indicatgd. To clarify the
question somewhat'we‘investigated whether domestic competition stemmed
mainly from large or small firms and whether the size of the competing
firms affected the distribution of exporting firms. Table A-2 shows
that the majority of competing firms (55 respondents of 82, or 67%)
are large firms. It also shows that the size of competing firms does
not seem to affect the distribution of exporting firms, Foreign
competition (Table A-3) on the other hand, seems clearly weaker than
domestic competition; only 33 of 82 respondents.(AO%) qualify it as
stiff, 19 (23.5%) as medium and 30 (36.5%) consider it weak. It is
‘amﬁng those which consider foreign competition medium that we .find
the highest proportion of exporting firms but the tests show that the

differences between the three categories are not significant.
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2) 1Incentive factors for export.

The Government of Canada, as those of most other cduntries, endeavors
to promote exports by offering a variety of services and incentives to
firms alrgady engaged in the export'business and to those planning to
engage in it. For instance, it offers: a foreign market information
service; in some cases it can find, through the commercial attachés
stationed at Canadian Embassies in most capitals in the world, foreign
customers for Canadian products; also, it organizes conferences, visits
abroad, etc. The government has even created the Export Development
Company, which assumes most of the risks incurred by Canadian exporters
and by so doing facilitates bank credits forAexporgers, ete., The
Government of Quebec also provides a raﬁge of services to gxporters with
particular emphasis on informétion and research services. Is there a
relationship between the awareness of these incentives and exportation?

Table A-4, A-6 and A~1l prove this beyond(a‘shgdqw of a doubt. Thus,
when there is awareness of the services provided by the Federal Government
the chi-square tests show a significant difference in conduct CK2 = 10.005
with two degrees of freedom: significantvat a confidence level of 0.01)
as far as export is concerned between firms familiar with these services
and those which are not. Among the 141 respondents 10l were aware of
the existence of these programs, i.e. about 72%. 1f we now separate
the exporting from the non-exporting companies we find the percentage
within the exporting group familiar with the Federal Government export
assistance to be 85%, and 60% in the others. It must be noted that

knowledge of Federal services and incentives to exporters does not




necessarily represent an important factor in the decision to export. The
cause-effect relationship may be reversed, since it is likely that the
exporting companies investigate all available sources of assistance,
particularly information on their target-markets. The same phenomenon
is noted with regard to services provided by the Provincial Govermment
’(Table A-6) and by.the Export Development Corporation (Table A-7)
except that the percentage of firms aware of these services was much
lower: 52.2% for provincial services and 55.8% for those offered by
the Export Development Corpération.
At first glance, Table A-5 is quite difficult to interpret. It

shows thét, while most firms are familiar with Federal and Provincial
.subsidies for exports, only a minority makes use of them: 16_of 42
‘respondents (38f1%) had actually used‘the federal services and only 11
of 39 (28.2%) had taken advantage of provincial services.  Although the
distribution of companies among the 4 categories is reminiscent of
Tables A-4, A-6 and A-7, the chi-square tests show clearly that there
is no significant difference, as far as exports are concerned, between
those which use export aséistance services and those which do not.
Thus, it is not the fact of using these services which is important
but rather the-awareness of them and this reflects the degree of a
firm's dynamism. Two facts corroborate this interpretation:

a) Both the Federal and the Qﬁebec Governments provide assistance
programs, either for small firms (e.g. the programs of the Department
of Regional Economic Expansion) or for technical firms (IRDIA program).
Thus, Table A-8 proves conclusively the existence of a link between

the utilization of these programs (not at all geared towards exports)




and exportation. In most cases the firms that apply for assistance are
also those engaging in exports, such firms being the most dynamic ones.
Table A-9 goes even farther, because it shows that 50% of the exporting
firms (16 of 32) have applied for aésistance to both the Federal and
the Quebec Govermments, while only 2 of the non-exporting companies
(7.4%) have made such applications at both government 1eve1§,jwith thé
remaining 92.6% applying only to one govermment. According to the
tests, there is no significant difference regarding exports between
firms which received the assistance requested and those which did not,
for the very good reason that assistance was granted in almost every
case,

b) In a previous study we have showﬁ "that large firms submit
proportionally more applications for assistance than small ones." (1)
And, as we shall see later, the large firms are also those which export
most, Large firms are better organized and familiar with all assistance
possibilities whether they be export subsidies, government development
subsidies or technical assistance, etc. They can in fact afford to-.
have departments specializing in exports or in the procurement of sub-
sidies. They are thus up to date with regard to services{provided by
government to exporters or to firms looking for markets, although
usually they do not turn to them, because they often have theitr own

expert staff for export matters. On the other hand, the small firm,

(1) Gérard Garnier and Jean Robidoux: '"Facteurs de succes de faiblesses
des petites et moyennes entreprises manufacturieres au Québec,
spécialment des entreprises utilisant des techniques de production
avancées." (Success factors and shortcomings of small and medium
manufacturing firms in Quebec, with special emphasis on those using
advanced production techniques). p. 105 and APPENDIX XII, study
carried out for the Federal Department of Trade and Commerce,
December 1973. ‘ ‘
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which actually is in greater need of help, is more often than not
unaware of the available serviceé provided by govermments in their
field,

. In conclusion, it is quite apparent that large firms are more
aware of export subsidies and tend to be.at the same time the largest
.exporters, whichvexplains the relationship we established between

these two factors.

IT. Factors characteristic of the firm.

Hitherto we have dealt mostly with the macro-economic aspect of
foreign trade with emphasis on the influence of the environment. We
shall now deal with the micro-economic aspects specifically related
to the characteristics of the firm. These characteristics can be
~divided into two groups: the physical characteristics and the guide-
lines of managers, or what is called their philosophy.

1. The physical characteristics of the firm,

a) the age of corporations:

The age of the corporation seems to be linked to exporf
process. Table B-1 shows the largest proportion of exporting companies
among the newest ones, probably because the youngest companies are
- also the most dynamic ones.

b) size of the firm.

We have indicated earlier that there exists a relationship
between size and export (volume). We have also indicated the various
ways of measuring the size of a company: 'by the number of employees,

by the amount of their sales volume or by total assets. Tables B-2 (a),
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B-3 and B-4 show that the number of employees is the best indicator
for the export-size ratio. From these three tables we learn that there
is a greater proportion of exporting compaﬁies among the largest than
among the medium and small firms. Howgver, the size-export relation-
ship is truly significant in statistical terms’qnly by the number of
employees working for the firms in our sample in 1973, It should be
noted that we have found exactly the same results in both surveys.
We shall see later t?at othér size variables (the amount of profit,
for instance) confirm the size-export relationship. There is no
question that the exporting companies are mainly large corporations:
many small companies are not.geared for export and they shy away from
the difficulties involved in it. |

An interesting fact to be noted is that if in Table B-é (a) the
export variable in its binary form (exportingJnon-exporting) is
replaced by the percentage of foreign sales in relation to total sales
of the company (Table B-2 (b)) while keeping the other variable
(number of employees), the relationship is no longer significant. This
phenomenon can be explained in many ways: £first the analysis refers
only to 27 instead of 139 companies, which results in a very limited
number of companies in some areas. As a consequence it is pracfically
impossible to obtain a significant chi-square test. Another reason
relates to the poor quality of all numerical data supplied by the
respondents. Finally, a last reason may be that the relationship
between export figures and size is not linear, that the foreign saleé

figure is not proportional to the size of the company. It is impossible,
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given the small number of firms which provided. their exportation figures,
to determine Wﬁat the real situation is. Incidentally, it should be
noted that for most firms, export represents ounly a marginal acfivity;

for 18 of the 29 firms, exports account for less than 1% of their
business volume; 6 among them expoft between 1% and 50% of their output;
and finally for five companies exports represent more than half of

their sales volume., This includes one firm which exports all of its
- output, -
¢) Number of customers: concentration or diversification:
The number of customers to whom a company sells could be
considered the result of a policy chosen by management to concentrate,
or, conyersely, to diversify its sales outlets.. In actual fact, the
number of customers is at least as often the result. of random events

as it is the result of deliberate decisions. At a given moment, a
company has a certain number of customers it cannot alter except over
a protracted period. In the short term, this is a characteristic of
’the firm.
Table B-5 shows thét the vast majority of companies has more than

50 customers. Actually, only 10 companies (12%) among 83 respondents
have fewer than 50 customers; Due to the very limited number of
.companies with less than 50 customers one cannot rely too much on their
division into exporting and non-exporting companies and it would thus
seem logical that statistical studies do not show a significantvrelation—
ship between the two factors. The number of customers can hardly be
considered indicative of the level of concéntration of sales of a company.

It was thus decided to study the problem more thoroughly by establishing
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whether there was a relationship between exportation and the persentage
of the company's sales volume with their 3 biggest customsrs on the omne
hand (Table B~6), and with their 1argéét client on the other (Table B-7).
In both cases the response was negative: we defined 3 levels of con-
centration but the proportion of exporting companies was virtually the
same in all of them.

The situation is similar for foreign customers, although the number
of foreign customers is generally lower: of the 39 coﬁpanies w@ich
furnished data in this field, 15 (38%) have less than 10 foréign
customers, 14 have between 10 and 50, while 10 have 50 or more. The"
foreign customers are mostly Americans.. The other customers mentioned
are Europeans (mainly English, French or German) or Asian.

d) Legal status of the firm: subsidiary or independenﬁ

company.

We have already stressed the importance of the &istinction
between subsidiaries and independent companies'in’our macro-economic
analysis of export factors. We have emphasized in particular that
reports of the Federal Department of Trade and Commerce on Canadian
Subsidiaries of Foreign Companies indicate that these subsidiaries
export more than strictly Canadian companies. How does this apply at
the micro-economic level, particularly in regard to our sample? First
of all, it must be noted that subsidiaries constitute about 35% of our
sample, since there are 50 in a sample of 144 firms. Our study has
not permitted us to determine whether export volume by firm is higher
for subsidiaries than for independent companies. On -the other hand,

Table B-8 shows that 54% of subsidiaries polled engage in export,



compared to only 42.6% for the. independent firms. However, the difference
Zbetween the two percentages is insufficient to ensure that it is not
purely accidental and the chi-square tests are thus mnegative. Table B-9
is essentially the same as B-8, but provides more information about the
countries to which the firms in our sample export. It should be mentioned
that subsidiaries tend to export rélatively more to the U.S. than the
others: among the 27 subsidiaries which export, 24, i.e. 89% sell to

the U.S.; 33 out of 40 independent exporting companies (83%) sell to

that counfry. On the other hand, there is a larger proportion of
independent companies (25%) that sell to countries other than the U,S.
than subsidiaries (14%), probably because the parent-companies of most
subsidiaries are American. Thé tables may provide a clearer picture

of this relationship.

We have been unable to obtain more convincing results in our
analysis of Table B-8, partly because we included in the category of
subsidiaries, not only subsidiaries of foreign cémpanies, but also
those of Canadian firms.  Table B~1l0 compares the conduct of Canadian
subsidiaries to foreign subsidiaries with regard to export. The
chi-square test indicates a significant difference in attitude between
‘the two types of éubsidiaries: only a third of Canadian subsidiaries
are‘engaged in export, which represents a. lower percentage than for
‘independent companies. On the other hand, foreign subsidiaries.include
a much larger proportion of exporting companies and, paradoxically, it
is the group of subsidiaries whose headquarters are located in countries
other than the U.S. which show the highest percentage. There is thus

a clear distinction - regarding exports - between Canadian companies
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(independent or subsidiaries) and subsidiaries of foreign corporations.
Table B~1l specifies the data obtaingd in Table B-10 by emphasizing
the relationship between the country of origin of the parent-company and
the countries ‘to which ﬁhe Quebec_subsidiary sells its -products. As
mentioned earlier, the majority of subsidiaries of Canadian companies
sell their product only in Canada, but 28.5% sell also to the U,S,, with
4.8% (one company) selling to foreign countries other than the U.S.
The majority of subsidiaries of foreign firms export abroad; most of
them, of course, sell to the U.S. Incidentally, it is interesting to

note that the largest proportion of exporting companies and of firms

serving the U.S. market is found among the subsidiaries of non-American .

firms (66.7%). Moreover, 22% of them sell to other foreign countries,
while only ome of 12 exporting subsidiaries of American firms does so,
It is obvious, then, that subsidiaries of foreign companies export
more than the others. Two questions must thus be answered:

a) Do they really export in the semse of the theory of internatiomal
trade or do they sell more or less unprocéssed goods to their parent-
company which then turns them into technically more advaﬁced finished
goods?

b) Why do subsidiaries of foreign firms export more?

a) Table B~l2 attempts to answer the first question. Of 53 firms
which replied to this question, 38 or close to 72% do mot sell to their
parent company at all; of 23 Camadian subsidiaries, 22 or 95.6% do not
sell to their parent company; on the other hand, only 12 subsidiarie;
of 21 U.S. firms (i.e. 57%) do not sell to their parent company just
as only four foreign subsidiaries out of 9 (44.4%) do not sell to their

parent company. Overall sales to parent companies represent only a
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rather small probortion of the total sales of subsidiaries: for 7 out
of 15 it represents 5% of their sales at most. However, one company
sells 25% of its production, another 40% and a third 60% bﬁt these are -
exceptions among the small firms,. Furthermdre, it appears that
subsidiaries of foreign non-American firms are the ones which sell the
most within their own global firms. In conclusion, it should be
mentioned that the chi-square test shows a significant relationship
" between the two variables under investigation, i.e. the percentage
of production sold to the parent company and the nationality of the
parent company. |

b) The'answer to the second question is simple and entirely in
'line with what we have previously indicated. The subsidiéries,
particularly those of foreign corporations, export more because they
are generally larger than their independent competitors; thus we have
shpwn that most exporting firms are among the large corporations.
Tables B~13 and B-14 indicate that the relationéhip is significant
whether size is measured by the number of employees (Table B-13) of
the sales_vblume in 1973 (Table B-14).

2. Guiding principles of management - its ''philosophy.”

Under the heading of philoséphy we shall list two categories of
data: |

a) management approach to plamning.

b) master policies concerning the vital functions of the company.
:a) General Management and Planning:

Exportation is a complex activity requiring a very detailed organi-

‘zation and considerable planning skill, but planning has always been the



~accidental. It is understandable that the export-planning relation-

weak point of small and large firms. It is very interesting - under
these conditions - to study the links that may tie the export process
to that of planning in the three principal operations of a éompany,
namely, finance, marketing and production and to find out_whethef'
exporting companies do more planning than others. It must be‘notea
at the outset that Tables B-15, B-16 and B~17 show that there is no
significant relationship - in statistical terms - between the two
processes and that this lack applies to the 3 functions. It is_
surprising to find that between 17 and 19 companies - depending on
the function - of 83 (i.e. between 20% and 23%) claim not to use

any planning system: this is quite a high number. Regarding the
three functions it is among the non-exporting companies that one finds
the greatest number which do not do any planning, but there again,;

since the relationship is not significant this effect may be purely

ship would not be significant, if one considers that the non-exporting

companies are the ones doing the most short-term planning (one year or

less) and even long-term planning (more than ome year). It should be
mentioned in passing, that the largest number of companies do their
long-term planning in marketing and4the lowest number do so for pro-
duction. Finally, althougﬁ there is a higher proportion of combanies
with either a short or a long-term planning system among the éxporting
companies (89% in finance, 83% in marketing and 89% in production) the
difference in percentage is insufficient to claim a causal relationship

between the two processes.
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b) Marketing and Productionvpolicy:

When we introduced our model, we mentiongd the broad outlines of
~ the pfoduction cycle theory which links the exporting activity of the
company to the stage of'development of its principal products. We

!
have stressed then that according to this theory, a company starts to

export shortly after introducihg a "new product” into the domestic

market, but the export volume at that time is very limited. As the

domestic and foreign markets develop, the demand increases, ?roduction

keeps pace and most production costs drop. This is the stage of the

"maturing product." At this point a company's exports are at their

peak. Next, the product will be masséproduced: it becomes a

"standardized product" with cost as its main sales point. However,

" since production costs =~ labour in particular - are usually lower '
abroad than in North America and with foreign demand rising briskly
it becomes more advantageous to producé abroad rather than to export.
Hence exports will drop;

It should not be forgotten, however, that we have selected eight
technically advanced industries and that technology develops very
quickly. Consequently, it is logical to'expect to find a rélationship

"between the export volume of a given company and the range of new
products it offers its customers. It is surprising to note that accord-
ing to the data in Table B-18, 48 of 146 companies, or almost a third

of the sample, have not introduced any new product in the last five
years (1969-1974). On the other hand, 13 companies have put 50 or more
new products on the market in this period (18 companies have introduced

approximately 100 new items). One finds a far greater proportion of




non-exporting companies than others among ;hose which have not updated
their production range at all. However, among those which iﬁtroduced

many new products, the proportion of exporting and non-exporting com-

. panies is virtually the same. Finally, the statistical tests~show no

. significant relatiohship. |

As mentioned earlier, technology advances very rapidly and.some
authors believe it is not enough for a company té inprove its products
slightly in ordér to continue ité growth and expérts; if mﬁst also be
capable to embark, from time to time, on entirely new fields, to add
new product lines or even to switch fields entirely. We‘atﬁemptéd to
verify this hypothesis by polling the companieé on whethér~they had
added entirely new products to their line or whether they had émﬁarked
on new activities during the last five years., Table B-19Aindicéteé that
40% of the companies replied in the affirmative, but this diversification
did not seem related to exports.

We atﬁempted to determine further, whether.the:e#porting companies
had a higher process ratio for their new products than fhe non-exporting
companies. There again, we find a slight difference, but not a signifi-
cant one. We also examined the relationship between‘exports and the
type of manufacturing product: consumer goods or ﬁroducer goods.

Table B—éO shows that most companies in our sample manﬁfécture and sell
producer goods: this is the case for 77 of 134 respondents (i.é. 57.5%),
but this is related to the type of industries we selected. On the

other hand, the type of manufactured goods has no significant influence
on exports, although one finds a far greatér préportion of exporting

companies among those engaged in the manufacture of industrial products




and a higher proportion of nbn-exportihg companies among those producing
consumer goods, But, once again, the statistical tests show no signifi-~
cant difference regarding exports exdgts between the companies which
manufacture standardized goods‘and those concentrating on custom-made
products (Table B-21). The difference, most likely, is due to the type
of industry to which they beloné. It should be mentioned, however,
that 38% of the companies (54 of 141) manufacture both kinds of products.
To conclude with the product cycle theory, we must say a few words
regarding the'changing effect of price throughout thé cycle. At the
outget, that is at the time when the product is being introduced in
small\“”féf its price is high. However, what affects the sale are the
technical qualities: the price actually does not matter, since the new
product is quite different and is not challenged by direct competition.,
Latef, however, when the product. is mass produced, thé price becomes
increasingly more important. It is on the basis of the rise in pro-
duction costs in the country of ofigin, reflected in the price, that
the company will have to decide when to stop exporting to foreign
.markets and to manufacture abroad.
It was not possible to verify the conéequences of the product
cycle theory directly. We had to confine ourselves to polling a# the
respondent companies (all exporters) as to whether the FOB price of
their products in foreign markets was higher or lower than that of
their foreign competitors. This is a very general question, since the
situation may vary from one foreign market to the other for the same
product. Of the 65 respondents 4 claimed their prices were lower, 50
stated that their prices were about the same as the foreign ones and,

finally, eleven saild their prices were higher. For the majority of
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those questioned, import tariffs levied by the importing countriés were
a very important factor in déterming the eventual sale price: 35 of 73
respondent companies claimed that tariffs substantialiy increased the
price of their product abroad, | |

In conclusipn, we found no indicator in the characteristics of
products, particularly of new ones, manufactured and sold by companies
of our sample, to enable us to detect exporting companies in ad&ance.
This does not mean, that all, theories which explain the export phenomenon
.‘in terms of characteristics of products sold are false, but only that
tﬁe question must be approached differently and that new metﬁéds
must be found to verify these theories empirically.

c) Research and development policy.

Earlier, we‘éxamined the relationship existing on Fhe macro=-economic
level, that is to'say on the level of entire industries, between the
export process and the intensity of research carried out by the>industry.
We then féund out that if one classifies ali Can;dian industries
(including Quebec) according to the intensity of their reéearch and
then on the basis of the percentage of their.exports in relation to
production, the correlation coefficient between the two classifications
is practically zero. We explained this phenomenon by éstablishing that
the main exporting industries in Canadavare primary industriesﬂwhich
confine themselves to extracting raw materials and semieprocessiﬁg them;
and exporting them as semi-finished broducts. These primary industries
as a whole do very little research. The same observation app}ies to

the exporting industries in Quebec. Conversely, if one considers only

\




the eight research-intensive industries which make up our popﬁlation,
the correlation coefficient beﬁween the rank in exports,'on the one
hand, and research on the other, is far higher and quite significant.

| It appears that the majority of these eight industries belong to the
secondary sector (not the primary one), the only sector for which the
relationship betweén research and éxports discovered by Vernon, Gruber
and Mehta, seems actually valid in Canada. What about the micro-
economic level, i.e. on fhe level of the firms in our sample? Is the
" research-export relationship as valid for small companies as it ié

for the large ones?

The simplest way - to begin with - would have been to eﬁquire
whether the companies regarded themselves as "technological' or not
and to determine Whgther there was a significant difference with regard
to exports between the two categories. This is what we did: the
results are presented in Table B-22. It must be pointed out at the
ioutset that 80 of 144 respondents (i.e. 55.6% of the total) did not
consider themselves ''technological" which is a relatively high pro-
portion. We knew, and these figures confirm it, that the small
companies do relatiﬁely littie research even in the fields considered

highly technical. WNext, it should be mentioned that the statistic
tests reveal a clearly significant relaﬁionship‘between the technical
charaéter of the company and the export procésé: 65% of the self-
declared "technological" companies export as against only 31% in the
case of "ﬁqn—technological" firms. Admittedly, the manner in which

the technological character of a firm was determined is rather imprecise,
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although it could be claimed that the managers of the firms are best
able to know whether a company is technological or ﬁot. This inter-
pretation nonetheless is rather subjéctive and the ferm "technical"
or "technological' may be interpreted differently by different
executives.. Traditionally, the term "technélogicél"vis linked to the
word "research" and one determines whether an industry or_a‘company
is "technological" or not, according to its research éfforts. ‘Thus
we have asked the companies whether they carried out in-hoﬁse (intra-
mural) research to determine whether tﬁere ﬁere differéncés aé fér as
exports are concerned, among those who do research and those who do
not. The results of Table B-23 show clearly that there is little
difference between the two categories: moreover, one‘finds a higher
proportion of non-exporting companies among those nofvengaged i;
research, Be that as it may, the statistical tests indicaté that
there  is no significant difference. |

It is interesting to get to knmow the. kind of research eﬁgéééd in
by these companies., We have established 3'levels of fesearch implying
a gradually more intensive involvement in research by the company. At
the first level there is research aimed at simply improving cufrenf
products; at the next level research to design and develop neﬁ producﬁs
or manufacturing methods; finally, at the highest 1evei, the, so-called,
basic research, which is not focused on immediate profits,‘but ié
concerned with more theoretical problems. Table B-24 shows the results:
as was to be expected,‘nearly all companies classify théméelves in the
first two categories (companies in the last column headed "several' have

all placed themselves in the two first categories under which they can



; thus be classified); only 6 companies of 106 are engaged in basic research.
There is no significant difference between exporting and non-exporting
companies, |

The importance of the research effort carried out by a company can
be assessed.in several ways: the two main appfoadhés consist of first
. counting the scientists and technicians engaged in research and secondly,
by determining the funds allotted to the research budgets., Unfortunately,
the two methods do not always yield identical results. Table B-25 shows
the relationship between exports and "the number of scientific 6% tech="""
nical staff engagéd full time in research. The average, to be sure,
for the Sivcompanies which supplied data on the numbers of their research
staff is two emplo&ees. 40 of the 51 compaﬁies employ at the most 3
people in research wérk. Only 7 companies have a research team of 10
or more employees. It was found that in 3 eategories we defined, the
majority of firms export, and it is among the exporting gomp?nies (76.5%) o
.that the largest proportion of research workers aré emplbyed. It should
be made ciear, however, that the size of the reseapch staff may simply
be an indication of the size of the compény. Size being related to the
export factor, it is easy to see, that the firms with the largest research
staff are among those most active in exports. In any case, the relation-
ship between exports an& the size of the research staff is statisfically
not significant. The other method of aséessing the intensity of the
‘research effort is by the sizelof the budget earmarked for this activity.v
'Between 1961 and 1973, the avérage research budget, according to the

figures provided by the companies, has grown about sevenfold. It rose

from an average of $3.700 - (but only 21 companies responded) to $4.587 -
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(26 companies) in 1964 to $7.667 - (37 companies) in 1967 to $15,873 -
(46 companies) in 1970 and finally to an average of $25.373 - (66 respond-
ing companies). However, during the same period of time (1961-1973) the
average busingss volume/per companxfmultiplied approximately by 18,
rising from $99.420 -Vto $1.792.893 ~. 1In conclusion, the average
research budget in terms of percentage of average sales, has thﬁs
dropped considerably, from 3.7% of sales in 1961 to:3.0% in 1964 -
to 1.96% in 1967 éﬁﬁ 2.30% in 1970, reaching finally 1.42% of sales
in 1973.

Table B-26 shows the relationship between exports and research
budget for the year 1973. As can be seen, the reiatignship is gignificant 
in statistical terms; however, the amount ailotted for research e#pend-
itures should be considered mostly as an indication of a company's size,
which in turn is closely related to exports. To eliminate thé influence
of the size of a firm, we substituted for the amount of research
expenditures the proportion of these expenditures of total_sales (for
1973) in establishing their relationship to exports:‘ Tablé B-27. Thus
we find that relationship is no longer significant., We have divided
the sample in three groups, according to the percentage of sales allotted

AT :
to research. The only . /%" there was- a majority of exporting companies

was the middle group, in which the companies spend between 0.5% .and 2.5%
of their sales for research. Strange as this may seem, the group most
heavily engaged in research - 70% of the companies - does not export.

In conclusion, their seems to be no clear and linear relationship

between exports and research expenditures.



Hitherto we have linked the degree of technology of a company or
industry to the size of its research effort. However, the term research
can be quite imprecise, since there are otler ways to gain access to
- modern technology than by doing in-house research. It can be obtained
through 6ther organizations engaged in research, be it the parent
company, in the case of subsidiaries or through outside consultants;
one can also resort to ménufacturing franchises. Regardingusubsidiaries,
- it is an open question whether they receive their technical kndwledge,
their "technology" from thé same sources as the independent companies;
one can inquire too whether there is any relationship between the
source of technical know-how and whether a firm does or does not export.

Table B-28 compares the various sources of technical know-how
employed by subsidiaries on the ome hand, and independent companies on a
the other. It should be noted, that from a statistical boint of view,
the relationships are highly significant; there is no doubt that sub~
sidiaries as well as independents avail themselves generally of
different sources. For 50% respondent subsidiaries (i.e. 51 companies)
the only source of technical know-how is the parent company; furthermore,
23.5% of subsidiaries do in-house research, while also'using the services
of the parent company: in-house research confined to the company ranks
third in order of importance: only about 14% of subsidiaries utilize
it as their sole source of knowledge, Mamufacturing franchises and
outside consultants are only used by a minority of ¢ompanies. As far
as independent companies are concerned, technical know-how is provided
by widely different sources. 1In 55% of cases, the principal sourcé is

in~house research; in second place are outside consultants (universities,
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govermments, independent laboratories) used by 36% of respondents:
finally, the third source is repreéented by manufacturing franchises
used by 11.3% of the independents. Is the use of these various
sources in any way linked to exportation? Table B-29 shows no signi-
ficant differences with regard to exports between the utilization

of one technological source rather than another. We have previously
shown that firms which do in-house research do mnot export more than
others (Table B-23). In conclusion, we note, that we have found no
significant differences between subsidiaries and independents regard-
ing the number of people engaged in research or the amounts earmarked
for that purpose.

Finally, what can be concluded from.these statistiecs? There is
no doubt, that "technological" companies (or those which‘cqnéider
themselves as such) export mbre than others. The problem is to know
how to measure the degree of technology: it seems that most of the
factors used for this purpose do not yield satisfactory resulté,
although the amount earmarked for research is quite a good indicétor.
There seems to be no significant relationship between most of these
factors (except perhaps the amount of research expenditures) and the
fact that a firm does or does not export. -

In cbnclusion, it should be noted, that subsidiaries and inde-
pendent companies do not obtain their technical know-how from the same
sources, but this seems to have no bearing on their export performance.
d) Financial Policy.

Later on, we will see, that exportation presents very special

problems to the exporting company and that some of the problems are
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financial in nature. Imn oﬁher words, exportation may affect the

financial operations of the company mainly in three different ways: 4
1) The exporting company may be inclined to grant longer term credits
to their foreign customers than to their domestic ones and may have
greater difficulties to collect. All this may.affect the liquidity

of the company. |

2). The company itself may ﬁeed larger credits to enable it to extend
to foreign cusfémers relatively long-term financing. This may increase
its short and long~term debts and thus alter its financial structure;
3) In principle, a company will not export unless it obtains a

higher net profit on its foreign sales than on its domestic onmes. It
can thus be expected that exports alter. the profitability of a
company generally by improving it. Im order to study these financial
results, we shall use three groups of financial ratios, later to be
dealt with in detail.

1) The influence of exports omn a company's liquidity.

When we talk about liquidity, we think immediately in terms of
operating assets and liabilities, as well as of a certain number of
ratios.,

We have discovered no relationship between exports and a company's
operating liabilities; on the other hand the relationship to operating
assets (1971) is significant as indicated in Table B-30. Exporting
companies haye usually larger operating assets than others. However,
one should not attach too much importance to this phenomenon, since the “
amount of operating assets most likely reflects the size of the company,

which in turn is closely linked to exports. To keep this phenomenon in
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perspeétive it is preferable to judge by ratios.

‘We have selected three ratios to measure the liquidity of the
company, or more specifically, several aspects of its 1iqpidity. These
are:
~a) the "quick ratio," i.e. the ratio between operating assefs less
plant and operating liabilities. The numerator only takes into account
the liquid cash at hand, negotiables and accounts receivable. These
are actually the most liquid items on the balance sheet. One usually
expects this ratio to be higher than 1; however, it is difficult ﬁq
attach a priori value to it, because it has no real significance,
except by comparison with the mean ratio of the indugtry.

b) the turn-over rate of the accounts receivable oﬁtained by dividing
the amount of sales on credit for the year by the annual average of
accounts receivable. Because of lack of information, we assumed that
all sales made were on credit and we have taken the value of accounts
receiﬁable as indicated in the year-end balance sheet. We can traﬁs-
form this ratio to obtain the éverage period for.collectingvthe
accounts receivable, by taking the inverse of the rate of turn-over
and multiplying it by 365. There again a firm's turn=-over rate is
valid qnly in relation to the industry rate, which reflects normal
credit conditions for the firms within that industry;

c¢) The turn-over rate of stock can>be calculafed by dividing the amount
of annual sales by the mean value of inventory duriﬁg the year., Here
too, we used the year-end value., This ratio indicates the liquidity

of the inventory. In order not to have these ratios reflect only the




particular conditions of a given year - a year that may not be typical -
we used the mean ratios of a 3-year period, i.e. 1969, 1970 and 1971.
It would have been interesting to follow up the ratios further, but

for lack of statistical data we were unable to do so.

To be sure, none of:the 3 ratios seem linked in any significant

way to exports.

a) Table B-31 shows the relationship between exporté and the "quick
ratio." Most of the respondents had a ratio higher than one; some
" even have very high ratios;- in -the order of 8 to-9, indicating—a very—
high liquidity. In accordance with the results obtained in Table B-30
_ on the relationship between export and amount of operating assets, it
could be expected that exporting cémpanies show a higher ratio than
others., Actually this is not so: most non-exporting companieé have
"quick ratios" higher than 2; most of the exporting firms show ratios
below 2, However, the tests show no gignificant relationship,:‘
'b) In Table B-32 we analyzed the relationship between exports and

étock turn-o&er, In 1971, the average of these was 6.9 for 84 companies
supplying such data; 38 of these companies had a rate below 5; 18 had a
turn-over rate equal to or higher than 10. Although we find a larger
' proportion of exporting than non-exporting companies émong those with
ﬁhigher ratios, tests Show no statistically significant relatioﬂship.'

¢) Finally, Table B-33 examines ﬁhe rélaﬁionship between exports and
collection period for accounts receivable. As is to be expected, ex-
porting companies show longer collection periods, but in general the

‘relationship is not significant.

-68-

/ A




2., Influence of financial structure

One of the financial problems.mentioned most often in regard to
small companies, is that of insufficient capital, especially at the
outset, Many entrepreneurs start in business with very limited funds
and count on various types of loans to provide the funds required to
launch and operate their companies. This is a very dangerous ﬁolicy
and not only because it imposes on the fledgling company a heavy fixzed
burden in the form of interest payments. Many companies afe unable to
survive under it. On the other hand, a financial structurevtoo heavily
id debt does not inspire the confidence of loan institutions: the entre-
preneur thus takes on a heavy mortgage for the future, which may prevent
him from obtaining the funds necessary for the .future development of
his company. Now, does the financial structure have aﬁ impact on
exports? It may, if the company requires credits to enable it t6>exPort.

We have evaluated the finanéial structure in two ways: onAthe one
hand, by determining the owners met worth in eaéh‘éompény in 1971, on
the other, by calculating the ratio: total debt over total 1iabi1itie$
(or total assets, which amounts to the same), We ha&e subséquently com=
pared these two factors with the export variable.
‘a) Table B-34 .analyzes the relationship of exports to owner's net worth.
Earlier, we noted that in 1971, the owner's average net worth amounted
to $675.238 - for the 84 respondent companies. This represented 22.8%
of the average total liabilities, which on the.average amounted to
$2,962.667 - By the same token, this means that the total debt amounted

to an average of $2,300.000 -, i.e. 77.2% of the average total liabilities.
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" This debt can in turn be divided into: operating liabilities (shor;—

- term debt) then estimated at an average of $460.000.- for the 84 com- .
panies and long~term debts, i.e. of over one year estimated'at an
average of $l,870.000,-. In percentages this means, that short-tefm
debts represented an average of 15.5% of total liabilitieé and conse-
quently long-term debts representing 61.7% of these liabilities.

Along similar lines, it should be mentioned, that in 3 years (1969-1971)
the owner's average net worth rose by 33.7%, while average total

‘liabilities rose by 226.6%. Returning to Table B-23, no felationship
can be found between the amount of the owner's net worth and exportation:
the tests cénfirm the. non-existence of any relationship.

'b) Table B-35 confirms the previous conclusions. It is surprising to
find that of the 84 respondents, 25 have a ratio of total debts to
total liabilities of over 90%; for some. the ratio is close EQ 100%.

This means, that the owner has practically no investment in his Ffirm.
However, no difference was noted between companies with low debt per-
centages and those with high percentages as far as exports are con-
cerned.

3) Influence on the profitability of the firm.

Profitability'is one of the most popular indicators used for
assessing the success of a company. However, it has certain short-
comings and therefore other criteria are used as well. We shall return
to this point in greater detail at a later stage in this report.

In 1971, net profits after taxes rose by an average of $361.345.- “
in ovir sample of 84 Eompanies. "This represents 9.4% of avefage sales, |

which in that particular year rose to $3,848.119.- But this average




of $361.000.~ conceals considerable differences, since net profits of
some companiés did not exceed $1000,- or $2000.-, while two companies
made profits in excess of 1,000,060.- dollars. On the other hand,
one finds considerable differences between‘profitsVmadevfrom one year
to the next (average net profits for 1964: $48ﬂ000.-). Table B-36
compares net profits for 1971 to exports. Most of the companies
registering the 1argest profifs are engaged in export, but there again
it is actually a matter of size. Anyway, the relationship is not
significant in statistical terms. In order to eliminate the siée
factor, ratios must be calculated. We have used three:
a) The first that comes to mind is the net profit - net sales ratio
(Table B-37). We have indicated that it averaged 9.5% in 1971, There
again, it conceals considerable‘differences, thus 3 companies made %%
profit while one reached the 20% level. Moreover, this:perceﬁtage
varies considerably from one year to the next: itvwas 7.5% in 1961,
dropped to 4.8% in 1964, then to 3.9% in 1967 and even to 3.7% in 1969
only to rise aggin in 1971. |

Be that as it may, there seems to be no relationship between these
ratiqs~and exports. Although there is a slightly higher propprtion of
exporting companies among the most profitable onés? it is not a.signi
ficant one.
b) Ratio influence: net profit/owner's worth.

This ratio measures the yield of the owner's actual investment. In

N
1971, it was an average of 116%, which reflects the low net worth of

the owner. However, because of the considerable variations in net profit

from year to year, this ratio also fluctuates widely, i.e. it was only
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16% in 1970. As can be expected, comparison to. the export factor
(Table B-38) does not show any significant results. . ' .
¢) Influence of the ratio: net sales/fixed assets.

This ratio attempts to measure the yield of plant investments com-
pared to operating assets or financial capital. In 1971, the mean
ratio was 7.5, i.e. the sales on the average were 7.5 times the fixed
assets. Table B-39 shows that although,.accprding to the tests, the
relationship is not significant it is amongst those which show ghe.
strongest links between the two variables: it is undeniable that among
the firms with higher ratios there is a larger proportion of exporting
companies and the opposite is true for those with low ratios.

In conclusion, our financial gnalysis, based on ratios, did mnot.
enable us to reveal any vglid link between exports and any of the
ratios traditionally used in financial analysis. Before deciding that
this kind of analysis is futile it must be recognized that we faced a
serious handicap, namely the mediocre quality of the financial data
available to us. In some of the firms in our study, -the accounting
- system was very inadequate and the value of the data provided thus

most questionable. In other companies, the respondents supplied
approximate data for the columns from memory without checking the
accuracy of the figures. Nevertheless, we are certain that financial
analysis based on ratios is less applicable to small firms than to
large ones, because the former's financial pattern is subject to
considerable variations frdm year to year, which entails wide varia-

tions in its ratios. Finally, there is still the possibility that
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exportation does not tangibly affect the operation of a company and, in
particular, that it is not reflected in its financial pattern. We do not
agree with this opinion, but were unable to prove our point with the

data available to us.

IIL. Characteristics of the entrepreneurs.
We indicated that in a small firm, the enfrepfeneur 6r manager
exercised a direct influence on operations and deéermined, frequently
by himself, the basic policie*s of the company. It will thus be; he
‘'who decides to gear his company towards foreign markets or to confine
its operatioms to the Canédian market, ‘He‘is convinced that his
decision will be mostly based on profit considerationms, but we think
that his personality may predispose him to consider exporting, or,
conversely, to a priori reject such a line. He may be attracted by
the exotic lure of foreign markets or he may be looking for risks,
hence for a chance at the high profits usually involved, or comversely
he ﬁay reject all this. Also, his ethnic origin, his past experience
(particularly if he h;s already worked abroad) may sway him in one or
the other direction. To be sure, this personal idiosyncrasy of the
entrepreneur plays but a Secondafy supporting role in fhe company plans,
but it is possible that all things being equal, this factor may
intensify the other considerations in favour or against export. TIn
this section then, we shall attempt to stress the influence of some of
the owner's idiosyncrasies on his decision to expoft.
The first probleﬁ facing us is to determine who is an entrepreneur

and who is not. In fact the questionnaires we recelved were, as often
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as not, completed by the treasurer or even by the accountant, that is by
subordinétes, as by owners or presidents. As far as we are concerned,
the entrepremeur is the one who is able to determine the company's

goals, to establish in tﬁe last instance and without appeal the basic
policies of the firm and to take the crucial decisions for its

principal operations. In our quéstionnaire we suggested categories of
‘positions for “the respondents to choose. These categories are: owner
and founder; majority shareholder but not founder; president and non-
majority sﬁare owner; vice=-president; general manager; and finally ~—— "
“"others." It seemed to us that only the first 3 categories fitted the
description of entrepreneur: as a result, the characteristics dealt
with below, will be of persons falling into one of these categories. On
the other hand, this selection excluded most of the respondents, which
'presents a problem in trying to extend the conclusions to the population
‘as a whole. In conclusion, only 46 respondents belonged to';he 3 first
categories and formed our sub-sample,

1) In Table C~1 we have explored the possible relationship between the
age of the entrepreneur and whether his company'does or does mnot export.
The tests show clearly that there is no relationship whatsoever.

2) An apparently more logical a priori relatiomship is that which links'
the ethnic origin of the entrepreneur to whether his company does or
dqes not export. Thus, other’studies show that more new-Canadian and
‘English-Canadian'firms export than French-Canadian oneé. iable C-2

does not emphasize any such phenomenon. However, it should be noted that
‘the sub-sample includes only a single French-Canadian entrepreneur and

due to this it was almost certain that the chi-square test would not be




significant. Nor should it be concluded that there are far more English-
Canadian or new-Canadian entrepreneurs than Frencﬁ-Canadian ones.
Indeed, among 144 respondents pertaining to the 5 categories mentioned
earlief, 64 (44%) declared to be F?ench speaking - thﬁs French-
Ganadian; 66 (46%) English speaking and 14 (10%) had é fofeign mofher
tongue. As we indicated, of the 144, only 46 could be considgred |
entrepreneurs. However, assuming that the respondénts' ethnical origin
is the same as that of the owner-manager, i.e. that of the entrepreneur,
whicﬁ Seems reasonable on the whole, there would bé aboﬁt the same
number of Anglophone gnd Francophone entrepreneurs; i.e. about 40% in
the population as a whole. This same percentage should also Be foﬁnd
in our sub-sample. The only thing Table C-2 demonstrates is that
French-Canadian entrepreneurs tend to be more willing to have the
questionnaire filled out by their staff than Engiish-Canadians or new- -
Canadians.
3) Another important factor may'be that of the educational 1evel“of the
entrepreneur. All things being equal, one can expect that an entrepreneur
with higher education may be more aware of the hazards of exports, but
also of potential profits and thus may be more inclined to launch his firﬁ
on foreign markets. Table C-3 up to a.point, confirms these views since
it indicates that there are more exporting firms among those Whose
executives have a unive;sity education. However, in statistical tefms,
the relationship is not significant,

The level of education is not 'all, the field may be more important,
but Table C~4 shows that this factor does not infiuence the faét of

whether a firm exports or not.
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4) The previous occupation of the exporter may predispose him to steer
his firm towards exportation. Table C-5 shows’that the highest propor-
tion of exporting firms will be found among the firms whose entre-
preneur comes from a career such as the military. But once again, in
statistical terms the relationship is not significant.
It is striking that there is a relatively high proportion of
executives who have worked abroad; of 70 respondents, 31 or 44% had -
previously worked abroad. | .
Equaily, 40‘of 65 respondente (61%).indicated that seme members
of the executive team had preniously worked abroad. However,_this
fact’does not seem to have any impact on the firm's approach.
5) The last factor whose importance we attempted to‘assess was that
bof the decentralization of the decision making. To do this we asked
‘whether the actual manager was the.only one to take important decisions:
the reply was affirmative in 22 out of 46 cases (48%). On the other
"hand Table C-6 shows again that this relationship was not significant.
Finally it seems that the personal characteristics of the entre-
preneur do not play an important role in whether a firm does or does
'not export. But it must be noted that our sub-sample was very small
and that it was thus difficult for any factor to emerge during analysis.
Nevertheless we don't believe that these characteristics are actually
decisive in the approach of a firm to forelgn markets.
C) Exportsiand the success of the firm:
Up to now we attempted to answer two of the three questions we
_nosed at the beginning of this report, i.e.

1) 1Is there a relatiomship between the technological character of a




firm and the fact that it does or does not export?
2) Which are the main characteristics of exporting firms?

It now remains for us to tackle the third question: are exporting
firms more successful than others? In a previous study we pointed to
the ambiguity of the term sucéess and.we then listed some of its
constituent elements. Profitability is doubtlessly one of the main

components of success. During our analysis of the financial policies

we used three ratios to measure the profitability of a firm and we con-

cluded that regardless of the definitiop for profitability, it did not
seem in any significant way linked to exportation. However, we noted
that in a small firm the main component of the profitability ratios,
i.e. the amount of net profits after taxes, tended to fluctuate con-
siderably from year to year, seriousyjeopardizing the sfability qf any
ratio based on it. These cyclical‘variations élso affected saies but
to a lesser extent.

For all these reasons we decided to use the long-term growth rate

A7 : : '
of the business volume as criterion for the success of a firm; by long

term we mean a period of 10 years, or fromxl961 to 1971. With the
TREND ANALYSIS programme we computed the growth rate for each.firm.

The programme uses a logarithmic method to compute this growth réte.
Based on these rates we divided the firms in our sample into three
categories: mnot very successful firms, modefately successful firms and
very successful firms (Table D-1). This division, besides being handy,
is intended to show that it is the relative value.of the growth rate of

each firm which matters, its position in relation to others rather than




its absolute value. Success is relative.

The average growth rate, for the 84 respondents, is 11.79% but here
again the average conceals considerable differences, Eight firms had
negative annual growth rates ranging'from «9,47% to «0.78%; in othef
words, their sales had a tendéncy to drop during the 10 years between
1961 and 1971. Five other firms had zero annual growth rates; 24 had
rates between 0 and 9.9%, 30 had rates ranging from 10% to 19.9%, 15
had rates between 20% and 29.9% and finally three had rates of more
than 30%. The highest rate recorded was 35.18% a year.

We are particularly interested in finding out whether there is a
relationship between the long-term yearly growth rate and exportation;A
in other words, is exportation a success factor, i.e. a growth factor
for the firm? Téble D-1 seems to deny this; the relationship between
growth and exports- tends to be rather negative but in any case it is
not significant.

The average yearly growth rate used up to now has the drawback of
putting all firms on the same footing regardlesslof the industry to which
they belong. And a glance at the statistics suffices to show that not
all industries grow at the same éacey Thus column 1 ovaPPENDIX ViL
shows that between 1961 and 1971 the average annual growth rate was
only 1.96% for the aircraft and parts industry, an industry which
suffered a long period of recession. On the other»hand, it reached
15.03% for the rubber industry. These growth rates were obtained by
applying the TREND ANALYSIS programme‘to the data on business volume in
these industries obtaingd from the Manufacturers Census. In Column 2
of the same Appendix we listed all firms in the sample by industries and
we computed the average growth rate for eacb of the eight industries. If

the eight industries are classified in decreasing order of magnitude of
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growth rate, we note a striking parallel between the aﬁerage annual.
growth rates by industry, obtained from the Manufacturing Census énd
these same rates obtained from data of our sample, the latter being
simply higher. Obviously there are some exceptions; such as the oil
industry but this is not important. It is true that a firm in. a growth
industry has a better chance to have a high growth rate than a similar
firm in a depressed industry, regardless of the actual performance of
eaéh firm. To emphasize the actual performance, and thus to put all
firms on the same basis and to eliminate the influence of the industry,
we divided the annual growth rate of each firm by fhe growth rate for
the industry to which it belongs (column 1). For each firm we get a
figure which is a measure for its actual performance. The average of
the deflated growth rateslcomputed in this way amounted to 1.97 for
our‘sample. This means that the average growth faté for these 84 firms
was practically double that of all Canadian firms making up the 8
industries selected.

With the deflated rates we find the same fluctuations as with the
normal annual rates: the eight firms previously singled out again have
a negative deflated rate ranging from ~ 1,50 to . ~-0.10. Five had a .
deflated rate of zero, 16 a rate lower tham 1, 25Vhad a rate between
1 and 2, 20 a rate ranging from 2 to 3 and fimally 10 had a rate higher
than 3 (ome has a rate of nearly 10 and another a rate of 36). APPENDIX VI
lists in column 3 the deflated rates per industry: it is noted .that in
general the firms in our sample have grown much more quickly than the

average of the industry to which they belong in the slow growth
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industries (0il industry, aircraft and parts, non-ferrous metals); on
vthé,othér hand, they are slightly above the average for the industry .
for those with a high growth rate (rubber, pharmaceuticals).

It remained for us to compare these deflated rates withAthe export .
“variable, which we did in Table D-2. We again see the same phenomenon
‘as with the normal rate: no significant relationship between growth

and exports. Finally, we must believe the evidence: it does not seem

that exportation affects the success of a firm in any way regardless of

the success criterion used.

VI. SOME MINOR PROBLEMS RELATED TO EX?ORTS

Before concluding this long report we would like to quickly touch
upon some minor problems related to exportation, problems which we
have gréuped under five headings:
1) The export product 5
2) Exports and investments abroad
3) The distribution system abroad
4) Financing problems
5) Main difficulties encountered in exporting

We must point out that these problems involve only exporting com-
panies and can therefore not be analyzed with the double entry tableé
as was the case for the problems examined earlier.
1) DNature of the export product:
| a) The first point to be examined was to find out whether‘exporting
firms sold all the products they manufacturedvabroad or, if not, what
proportion of their total products they exported.

To the first part of the question 27 of 85 firms (about 32%) replied



that they sold all their products abroad while 58 only sold part of
theirs. Of these 58, 31 agreed to give some indication of the pro-
portion of products sold abroad compared to their total line: the
average was 5.4%,vwhich is relatively little and confirms that for
most of the firms of our sample, exportation is only a marginal acti-
vity. Ten firms export less than 10% of their total line, six

between 10.0% and 19.9%, eight between 20.0% and 49.9% and seven

export fiffy per cent or more of their total line. , -

b) The second point involved the actual nature of the exXport pro-
ducts and was meant to determine whether they were absolutely identical
to the Canadian or mot. Of the 69 firms which replied to this question,
48 (or about 70%) export the same producfs as they sell in Canada,

20 firms change theilr products slightly to adapt them fo local con-
ditions and finally one firm manufactures.special products for foréign
markets, |

c) Another point studied was that of the possible time lag between
the introduction of a new préduct to the Canadian market and its intro-
duction to foreign markets. Some authors believe that ekporting firms
systematically tend to delay introducing their new products on foreign
markets because most non-American countries are - as far as technoiogy
is concerned - behind North America and are satisfied with less sophis-
ticated models. Others believe that with rapidimeans of information
this is no longer possiblé today. One could also transform this ques-
tion into empirical verification of the product cycle theory. Of 61
firms which answered this question 15 or 25% introduce their new pro-
ducts simultaneously in Canada and abroad; the majority.(38 firms or

51%) introduce them first in Canada and later abroad; for the 8 others
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there is no fixed rule: the decision varies with the product. None
test their new products abroad.

- 2) Exports and Investments abroad:

During the study of the product cycle we saw that exports and
investments abroad were two successive phases in the development of

a product. We will not revert to this topic except to stress the
relationship between exports and investments abroad which GRUBER,

VERNON and MEHTA have emphasized. )

“a) it happens frequently that an exporting firm hesitates to embark

- on the next stage which is directiinvestment abroad. Often it prefers

' to go through an intermediate stage which consists in granting a
"manufacturing licence of its products to a foreign company. In Table E-1
we have compared the granting of a manufacturing franchise to a foreign
company and exports. It should be noted that 17 of 128 respéndent firms,
i.e. about 13% granted francﬁises to foreign companies. Three granted
franchises to American firms, 7 to European, 2 to Latin-American coﬁ-
panies, 2 to Asian companies while the remaining three did not specify.
_Although, for statistical purposes, the relationship exports/franchise
is not quite significanﬁ,‘it is most likely that there is a link between
the two: 76.5% of those granting franchises are also exporting com-
panies.

b) The next stage in multi-nationalization of a firﬁ is direct invest-
ment, It is quite surprising to find that of our sample 20 of 145
companies (i.e. almost 14%) have foreign investments; this represents

a rather high proportion for small companies. It is equally interesting
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to see that the exports/direct investment relationship is significant
in statistical terms (Table E-2). 79% of firms with direct investments

are exporting omnes; 23% of the respondent exporters (15 of 65) have

~direct investments abroad. Although we have not directly verified

this fact it seems that the compénies involved are the largest in our
sémple.

Only 18 firms have supplied specific data on the nature of these
direct investments: in most cases (7 companies) in&estments were
confined only to manufacturing plants;vin 4 cases it involves
facilities serving their foreign distribution'network; in another
four cases, investments were .not identified;Aand finally, 3 companies
have investments in both production and distribution. Where were
these direct investments made? &4 companies indicated the U.S., 3
Europe and one Asia.

3) The foreign distribution system:

Of the 65 companies thch replied to this question, 2§ (i.e. 43%)
distribute their products through their own network abroad,rs (less
than 8%) utilize the parent-company network, 19 (almost 30%) use foreign
distributors, 1 Canadian distributor has his own network abréad; the
remaining 12 companies use several systems. We also wanted to knowA
whether the exporting companies engage in a systematic search of
markets abroad. Thé answer was negative for 32 of 67 companies,
affirmative in 35 cases. The means used by the latter: Canadian
and Quebec government services for 12 among them; visits abroad in

4 cases; various means for 19 firms.
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4) The financing of exports:

For most of the respondent exporting companies, exports represent
no special financial problem; this was the answer of 48 among 68
companies. How do all these companies finance their exports? 44 of
61 grant no special financing. Their foreign clients enjoy the same
. credit benefits as Canadians; 6 finance their exports directly through
chartered banks; 4 go through the Export Development Company with the
remaining 7 using various financing sources. B,

5) Main difficulties encountered in exporting:

a) One obstacle %s mentioned by the great majority of respondent
companies: foreign cﬁstom duties seeﬁ to interfere considerably in
the exports of our companies. It has already been-establishéd that
many companies manufacture abroad to obviate the difficulty.

b) The second hurdle referred to in a decreasing order of fre-
quency, is related to the system of distribution. It seems to be
difficult to establish and maintain a proper distribution system.

¢) Following immediately in this order are traﬁsbortatibn costs,

difficulties of communication with foreign buyers, etc....

 VII. CONCLUSION: BASIC FACTORS OF EXPORTATION.

At the end of this long study, what conclusion can we reach from
this plethora of information? Without going into details, 4 factors
play a fundamental role in whether a company exports or not:

1) The foremost factor is probably the size of the company.

There is no doubt that there is a far greater proportion of exporting

companies among the largest ones. It can even be said, that the
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probability that a firm will export ié greater the larger the company
and this regardless of how one measures the size of the company. This
is simply due to the fact that a large company can affo£d to have its
staff specialize and thus to assigﬁ personnel full time to export
problems, to search constantly for new foreign markets for the prqducts
of the company, and who are aware of government measures to promote
exports, of special sources for fimancing, etc. To establish and -
maintain an export service is very costly; the costs involved can only.
be borne by a company whose sales volume is high. In a small company
these costs would affect the budget too heavily and will be reflected

in an increase of the total unit costs of the company.

2) The second important factor is the fype of the indusfry to
which the company in question belongs. It is undeniable even there
that some industries are more geared towards exporté than others and
for several reasons: advantages in production cogt,.greater teqhnical
sophistication, etc... In this case cbmpetition‘éfedisposes all
companies in favour of export. The reason may also be the very limited
scope of the matiomal market which cannot absorb the full production
of the industry. The reason may also be a very pronounced foreign
demand, as is the case for non-ferrous metals,

3) A third factor relates to the legal status of the company:

the subsidiaries, mainly the foreign subsidiaries, export more than
purely national companies. Part of these exports comnsists of a transfer
of goods to the parent-company or its other subsidiaries. However,

generally it is noted that multi-national corporations pressure their
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subsidiaries to export: .their policy is to serve many countries from
one regional production center. |

4) The iast factor, probably the most controversial one, is that
of research. |

We havé found a certain relationship between eprrts and research,
especially among companies in secondary industries,’but this relation- _
ship is not quiie as clear as indicated by other studies conducted ~7av//y. /s HKe S .

Conalvcn guv,@wx}',iare very different from those of the U,S., and it is

likely that research is not quite as important in our exports as for
those of our neighbour to the south.

Some additional factors affect the decision fo export, but they
are not quite of the same importance as the 4 mentioned previously.

On the negative side, our study stressed, on the one hand, that
the financial factors (at least the ratios used by us) are of no great
- consequence, on the other, that the personality and .characteristics
of the entrepreneur do‘not seem to have a great influence either on
whether the company exports or not.

In con lusion, we present a recommendation: if ekports are
important for Canada, and this seems to be the case and if the size of
the company plays such an important role in the export process, it
wouid be desirable that the Governmment through various measures promote
the regrouping of small companies within a given industry for the
purpose of exports. It could help to establish "consortia" made up of
a certain number of client companies, whose products would not be in . -

‘direct competition. These consortia essentially would provide research



and marketing services abroad and would support exports, they would
carry out market studies, would handle shipping, insurance, customs,
financing, etc. on behalf of the client companies. They could be
financed jointly by client'companies and by the Government. It is
notvfor us to describe in detail the working modalities. of these -
consortia (various formulae are feasible) but simply to put.forWard

the idea.
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APrENDIX I

|
9 INDTCATORS FOR RESEARCH AND DEVELOPMENT ' INTENSITY FOR THE DIFFERENT INDUSTRIES Ip CANADA 1967
) (2) (3 4_... - (5) (6) ___ "
Total intra-|Total extra- Total R.&€;D I [ o . . R
INDUSTRY muros R & D Imuros R. & D l'intra Eexftry Sales " Amount. of .- }Staff engag. ng%;gzizﬁz o8
' expenditures/ expenditures!. .muros ;‘ e Yii‘a}me_ $)! ?13013 Di’-" inofgog ]]31 :Pier,R § D per °
(millions $), (millions of expendit.! (millions sales emp F
i 3 (illions®)l" 1'% 33t)  |1,000 empl .
-Food & Beverage 8.9 - 0.7 9.6 2,750  |. . 0.3 8.6 . 4.0
| | Rubber i 3.9 6.1 10.0 534 | 1.87* 25.0% | 10.9% !
-Textiles 4.0 0.3 4.3 318 - 1.35 2.2 6.4
Lumber - 1.3 0.3 | 16 293 ©0.55 22.5 . 2.1 5
* Furnltur% ﬁlgggﬂ_ 0.2 ‘ 0.] ) 0.3 28 1007 . . 6-6 ‘ 2.6 - !
| Paper : 26.1 - 4,0 30.1 3,415 . 0.88 . 11.0 , 4.0
i Prim. Metals: fert- 6.2 0.4 6.6 1,274 0.52 5.3 2.2
’ Prim.’ Me%g%%éugonl 20,1 7.2 27.3 1,330 | 2.05% 21.5 = 8.2
:‘ Metal Products 4.9 0.4 5.3 - 843 ‘ 0.63 8.0 . 2.8
i -Machines _ 13.8 2.8 16.6 1,033 1.61% 20,6 + | 6.3
!Aivcraft § Parts ‘|  40.9 0.1 - 41.0 | 543 . 7.55% 71.8% 23.2%
,IOther Transp. Mat., 3.6 0.3 3.9 2,614 0.15 C 4.6 1.4
IF'lec*l:r Appliances 94.7 1.6 96.3 ' 1,611 .5.98% 54,5% 20,7*
Non-met. Mineral ¢ 3.3 0.8 SN ‘ 475 ~ 0.8 . 10.8 4.5
| gzy - Produets 21,5 . 4.6 6.0 | 2,373 100 225 10.1%
‘Pharmaceut prod. . 10.5 e 3.9 ' 14.4 242 1 . 5,95% 87.6% 46.4%
| other Chem. Prod.d  36.5 1.8 383 1,61 | 2.3 39. 8% 18,2+
L other Manut, Tma.| 3.1 2.8 5.9 443 C o33 20« | 7.0
PUTAL-MANUFACTURINC S . n |
INDUSTRIES ' | 327 38,3 351.0 21,896 1.60 24.9 9.8
* higher than the_ average for all manufacturing inaust." (columns 5 6 & -7) ‘
Source: _DBS "Expendltures for Research and Industr1a1 Develol?ment in Canada" -1967.
Column 1: Table 3 - Column 2 Table 10 - Column 4 Table 29 - Columns 6 & 7 "Table B4 ' N

—
.
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APPENDIX II
 BREAK-DOWN QF THE POPULATION AND OF THE SAMPLES
. _ Number of firms . Perceritages ' | Ratio Ratio. §
HNDUSTRIES | Population |2 d samplel3t '."-Po ulation |2dg pn1e BT am | ..';S;?P&]e.gég Fl&ﬁ%éi(f*
) RN ) )l AN RN () A (5 kil (R M A LS
Nonsfer. Prim. Metals'| 22 7 7 5,49 a8 | 8.4 0.89 1.56
Machinemy (nen-electn)l 54 30 14 18,08 | 205% | 6% | 114 | 0.4
_Airvcraft & Parts 18 3 5 4,4% | 2% 6.0% 048 | 1.3
Electrical Ap.plia;}ces 98 25 27 | 23.9% | 173 32,5% 0.72 1,36
0il and Coal 7 10 2 |vm | e | 2. 00 | 1.4
Pharmaceutical Prod. /| = 34 8 g 8.3 | . 5.7% | 9.62 1ooe 1.6
other chem.. Prod. 138 56 | 15 BT | 36.9% 18.1% .00 ] 0.54
1 s ohen - 19 s | s 4.69 | v 6% | 6% L33 | 1.
TOTAL | 410 s | 83 100.0% +100.0% | 100.0% |
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o APPENDIX .ITI (a)
'NATURE OF INDUSTRY AND COUNTRY WHERE PKULUCTS ARE SOLD

INDUSTRIES L - Number of firms
Non—FerI‘JNéh—?lecﬁ Aircraft piectr. | 0il _ | Pharma- | Other A RuBber : ,
Metals *Mach:mer% & Parts ’p}pplian'— - and . ceutlcall chemical Total
. o : ] Joer Coal ‘ Products nrnducts :
Québec  only - ] -l - b 2 - 5
Québec + other @ _ 3 :
brovinces 2 4 14 2. | . 5 13 2 42
Total __non- exorting 2 5 0 15 2 6 15 2 47
firms : : -
TS : I = 5 R T R B S T = Z 5
Other countries 4 5 N 9 - 2 - 2 23
Tota! exporting . 5 9 5 l 12 0 5 0 3 36
farms 1 — e | — —
_|GRAND TOTAL 7 14 5 [ 27 2 S 15 5 83
. oLy HEADINGS BS P\?)O“g. Percentages
INDUSTRTIES] Métaux Machines |Avions et Appareils Pétrole | Produits Autres |Caoutchouc ‘
: non- ferreux non-élec- p1éces €lectri~ |et charbon{pharmaceu-|industries | Total
triques | ques tiques ch1m1ques .
Québec only - 7.1% 0.0% 3.7% - _12.5% 13.3% - 6.0%
.QUébEC + cher N 9 o g - g - ( &
orovinces . 28.6% 28.6% 0.0% 51.9% ‘100.015 - 62.5% 86.7% 40.0% 50.6%
otal _ ng?r;’;Porﬂ“ﬁ? 28.6% 35.7% 0.0 | 55.6% 100.0% |. 75.0% 100. 0% 40.0% 56.65%
F(Ianada + U.S.A, o 71.4% 64 .2% 100.0% | 37.0%4 1 0.0% | 25.0% 0.0% 60.0% | 41.0%
Other countries 57.1% 35.7% 20.0% 33.3% "~ 0.0% 25,0% "~ 0.0% 40,06 1 27.7%
fotal sxporting 71.4% | 64.3% | 100.0% 44,43 " 0.0 25.0% 0.04 | 60.0% 43.4%
|GRAND TOTAL 100.0% 100.0% l 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

I
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APPENDIX. ITII (b)

EXPORTS and NATURE OF TNDUSTRIES

INDUSTRIES . Number.of _firms )
'Nohif.'?..f err .[an—eI_Lect Aircraft Electp..’ ~-vOil-—-—;i--Ehanm;.- l G:-nhe.xﬂ', N f, Total
Metals . Machin- | . €&._. |Applian-|- and- - . Productp Chemical Rubber ota
- Ery Parts | . _cesg Coal - u%Pro%ufc:'l%c :
‘ Non—exiaoxa»ting : 2 5 0 15 2 6 15 b 2 47
 —
Exporting 5 9 5 12 0 2 0 3 36
TOTAL 7 14 5 27 2 8 15 5 83
Peﬁcentagesi
i ~Non.—exporting' 28.6% 35.7% 0.0% 55.6% 100.0% 75.0% 100.0% 40.0% 56.6%
»‘TEXpor'ting 71.4% 64.3% 100.0% . 44.4% 0.0% 25.0% 0.0% 60.0% 43.4%
-|TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
X2
‘1 = Non-ferrous metals 2,450 Y -0.568
- Non-electr..machinery® &:399 : =0.474
' - aircraft & parts : 6.946%% “ ;27,000
“ " - electr. -appliances’ 0.019 ' i -0.032
" - 0il § coal . 1.570 % 1,000
" . pharmaceutical prod.': 1.217 i 0.427
% . other chemical " © 14,024% " 1.000
" .- ¢t . . u .
- rubber 0.599 o -0-343
| X
(—\ »> £ - < A} > \;




APPENDIX IV (a) -

EXPORTS OF CANADIAN INDUSTRIES™

s 121 1 S oA — . Vo STy ¢ v n

- 1967
Amount of ex-| Amount of ~ lExports L
PAPESTREES T (e w0 fiazee ﬁﬁﬁgt_ SRR
— — of sales (5)
' Food and Beverages 1,642,349 7,429,270 22.1%. 7 16
Rubber ./~ 23,569 584,357 4.0% 13 6
{ Textiles 52,508 1,404,939 3.7% 14 8
LumberI 116,434 1,675,642 . 6.9% 11 14
Fur'nltur'e and Purnlshlngs 7,901 640,196 1.2% - 17 10
’ Paper 1,057,600 3,231,176 32.7% 6 11
! Prim. Me.ta.Z-Ls..:_ ferrous 251,342 1,690,982 14,9% 9 15
, Prim. Metals: non-ferrous 1,140,167 1,766,567 64.5% 1 5 ‘
’ Metal products - 91,456 2,732,066 3.3% 15 13
Machlnery (non-electric) 843,704 1,516,875 55.6% 2 7
T Aipcpaft.and Parts ' 237,999 - 664,149 35.8% 5 1
-1.Other Transportation Mat. 1,642,859 - 4,056,727 40.5% 3 17
Electrical Appliances 334,906 2,312,519 14,52 0 2 i
_Non-metallic M:Lneral Prod. 25,028 1,082,213 2.3% 16 12
011 (and Coal) 587,046 1,558,207 37.7% 4 9
T Pharmaceutlcal Products | 21,154 : 335,615 6.3% 12 3
__O_ther Chpm'lr-a'l P'nnr'hm-i-q 380,984 1,838,583 20.7% 8 4
| Other manufacturing industrieq- 130,487 | -1,083,797 12.0% _ |
TOTAL of +he 17 dipduystries 8,587,493 33,765,291 25.4% I
TOTAL manufacturing 1ndus1:r1es ' 38,955,389 - i
T0TAL of the 8 industries 3,569,529 10,576,866 -33.8%

EEIEC l..t:u.
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APPENDIX IV (b) =
EXPORTS .OF. QUEBEC. INDUSTRIES - 1967,
"INDUSTRIES é’}gggﬁ: of _ éﬁggn?( fofo 6) gzgzxs’ti g\gﬁirt i Rar&kgEDXPendlt.”
($000) (1) (2) (3) N (5)
Food, and Beverages 132,886 2,278,127 5.8% 10 16
lRubbe"‘xl B (429) 141,501 0.3% 16 6
Textiles - 24,629 853,975 2.9% 14 8
Lumber | 73,537 322,928 22.8% 6 14
‘Fumitu}»e and Furnishings 6,741 248,639 2.7 15 10
i Paper | 519,502 1,198,864 43.3% 2 1
Prin. Metals : ferrous 59,290 200,014 29,64 5 15
;Prlm Metals non- ferrous 545,890 1,429,930 38.2% - 4 5
Metal Products' 23,675 725,216 3.3% 13 13
Machlnery (non-electr.) 64,026 837,009 7.6% 9 7
| Aircraft and Parts _ ]21,239 290,530 41.7% 3 1
Other transportation mater. 233,036 491,631 47.4% . 17
.Electric Appliances 39,613 809,939 4.9% 12 2
. _Non—metalllc Mineral Prod. 17,299 322,762 5.4% n 12
| 0il-<and-Coal) - -- 1,285 461,693 0.3% 17 9
| Pharmaceutical Products 11,860 143,737 8. 3% 8 3
Other chemical Products 67,460 476,031 14,28 7 4
Other manufacturlng 1ndustr1e3 ‘ '
TOTAL ..of. 17 .industries. 1,942,397 11,232,525 17.29%
TOTAL manufacturing industriep?2,661,316 11,791,529 . 22,56% ~,
TOTAL of the 8 1ndustr1ei iel— 851,802 4,590,370 18.56%




APPENDIX W

CHARACTERISTICS OF THE EIGHT QUEBEC INDUSTRIES SELE&TE) DUE TO THEIR RESEARCH INTENSITY: 1968. -

I No. No. Value Cost Total Salaries | Non- Non- Salary Raw Sal- | Non- Rank { Rank Rank

N of of of of value ($000) salary salary per mater-| aries | salary| in in in

D firms employ-| ship=- raw added value “added employ-~ ials in % | value | ex- salaries | research

u ees ments mater- ($000) added per ee in % of added | ports| per

s ($000) ials (7)=(5)~(6)| employ- 9) of total | in % employee

T (5000) ee (9)=(6)+(2)] total | costs| of

R (€8] (2) 3) %) ) (6) (7):(2)=(8) costs total

I costs

E

S
-Rubber 37 6,780 135,105 59,695 77,145 33,909 43,236 6,377 5,001 447, 25% 31% 7 7 6
-Non-ferrous metals 49 16,874 1,429,840 992,261] 412,122} 120,068 292,054 17,308 7,115 69% 8% 23% 2 3 5
-Machinery (non-electr.) 122 12,203 304,178 85,706] 215,463 73,267 142,196 {11,653 6,004 28% 24% 48% ¢ 5 [ 7
-Aircraft and parts 24 16,868 301,435 117,208] 212,455} 129,302 83,153 4,930 | 7,666 36% 39% 25% 1 1 1
-Electr. Appliances 148 28,964 588,987 310,452 283,477] 182,082 101,395 3,501 6,286 52% 31% 17% 6 5 2
-0i1 & Coal 17 7,027 556,408 414,327| 143,413 48,109 95,304 | 13,563 6,846 74% 9% 17% 8 4 8
~Pharmaceutical Products 65 5,558 150,404 51,287} 102,578 40,733 61,§65 11,127 7,329 33% 27% 40% 4 2 3
-Other Chemical Products 269 24,853 535,417 -227,178] 282,290 110,243 172,047 6,923 4,436 45% 22% 33% 3 8 4
TOTAL of 8
industries
TOTAL of Quebec .
manufacturing industries | 10,361 | 514,917 | 13,082,226 | 6,638,214|5,620,598]2,706,254 | 2,914,844 5,660 5,256 54% 227 24%

x - salaries - 0-42%

ry -R&p = 0.620
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- APPENDIX VI
ANALYSIS OF THE RELATIONSHIP BETWEEN EXPORT PHENOMENA AND VARIQUS VARIABLES
o FOR THE EIGHT INDUSTRIES SELECTED :

A - Characteristics of the environment -
e ARIE A< ) Exports . and ..ini:e'nsi.tm_of-. domestic cémneiiti,on-

Intensi:ty Number of Firms . . Percentages

of Compettion — S —

Strong MedIum | ; Weak i Total Strong | medium ¢ | Weak - Total
_Non exporting 43 3 1 47 59. 7% 60.0% 16.7% 56. 63
'_-EXDorting 29 2 5 36 40.3% 40,0% 83. 3% 43.45
TOTAL .72 5 6 83 100. 0% 100.0% 100.0% ]OQ.O%
2 .

X, = 4,205 y = 0,456 )
[TABLE A_2l _'EXDO.nts..:and.-‘Characte:aistics of COH;'I_.].e‘til’lQ' Domestic Fipns
Size of Competing Number of Firms -Percentages

Firms Large = | Small - Total Large . | Small Total
lﬂNOn-.-eX'DOI"ting 3] -16 ' 47 56.4% . '1‘59.3% 57.3%
'Exﬂbrting 24 11 35 43.6% 40.7% 42,7%
TOTAL 55 27 82 100,03 | 100.0% | 100.0%
X; = 0.062 Y= -0.089 )
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TABLE A-3] _Exports and Intensity of Foreign Compefition :;5
‘Intensity of / Number of Firms ‘,{: _ Percentages
Foreign—€ompeti- ™ — — e -
tion 3 Strong’ ‘Medium’ | _ Weak. Total _Strong | Medium ; | _Weak Total

'Non-exporting 20 8 18 46 " 60.6% 42.1% 60.0% 56.1%
r]Ebt:por'tin.g 13 11 12 36 39.4% 57.9% 40.0% 43.9%
TOTAL 33 19 30 82 100.0% 100.0% |- 100.0% 100.0%

2 .

Xz = ]a968 'Y = 0.0]8

ranre AR

Relatlonshlp between Exports and the F:er s, Awareness .of

Pederachovernment Services

A—W;—l:;;s:g:}—_fégl _— X Y P Pevcentages
| -Govs - Bxnort_Pro .Iqmber of-Pirms e g
Motlon Programs / Aware ..|Unaware . Total . Aware.... | Unaware Total
' Non-exporting 46 30 76 45,5% 75.0% 53.9%
" Exporting . 55 10 65 54.5% 25.0% 46.1%
TOTAL 101 40 141 il 100.0% 100.0% | 100.0%
= 10.005** y = «0.564

¥k Slgnlflcant Coeff1c1en1: at a confidence lever-

| of_é""éi



APPENDIX VI

| TABLE A-5

Relationship between exports and the use by the firm of federal government

programmes.

export development

Use of Federal Number of Firms Percentages

Export Support Use Do Not Total Use Do Not Total

Programmes Use Use

Non-exporting 7 19 26 43.8% 73.1% 61.9%

Exporting 9 7 16 56.2% 126.9% 38.1%

TOTAL 16 26 42 100.0% 100,0% 100.0%
2

X, = 3.612 Y = -0.555

TABLE A-6

Relationships between exports and awareness by the firm of availability of
promotion services.

provinecial export

Awareness of Number of Firms Percentages

Provincial Ex-

port Promotion Aware Not Total Aware Not Total
Programmes : Aware Aware
Nom~-exporting 31 40 71 41.9% 66.7% 53,0%
Exporting 43 20 63 58.1% 33.3% 47.0%
TOTAL 74 60 134 - 100.0% 100.0% 100.0%
X3 = 8.164% Y = -0.470

* Significant coefficient at a 0.05 confidence level.

=4




TABLE _ A7) Relationship between exports and awareness of the-
- services of ‘the Export Development Corporation’ - -~ --

Correlation coefficient singificant at a.0.01

conf idence ,level‘

lAwaf;enessf_of.the' . Number of Firms. _ Pepcentages.!
| senvices of: the - : — T ,
kEXPOPt Development . Aware Unaware - Total AWare |.Unaware. Total
Company s e
.I\Ionéexﬁortiﬁg 3] 43 74 40, 3% 70.5% 53.6%
Exborting 46 18 . 64 59.7% 29.5% 46.4%
TOTAL 77 61 138 100.0% 100.0% 100.0%
2 ’ : .
X, = 12.509%% y = -0.560
Export; énd.r’eauests Afor_* goverpment supﬁort
: ... Number of Firms Pefcentages_ !
-.Request for : ' : ' _ o
"|___Support No Yes - Total _No Yes Total
) None-exporting 19 27 46 86.4% 45, 8% . 56.7%
Exporting 3 32 35 13.6% 54.2% 43,34
TOTAL - 22 59 8 0100.0% | .100.0% 100.0%
2 : .
Xy = 11.551%% Yy = 0.680 .
ok

W
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Coefficient significant at a 0.01 confidence level

FTABLE ;-0 Exports and level of government where support requested
- Number of.firms Percentages-;m;!;?‘
Programme , - . 3o
requested 1_single | both Total 1 single | both * Total
: request: | govern-.' request; ! _goveprnw |
federal or ments .federal " ments -
provinciall or provincl. =
{ Non-exporting 25 -2 27 61.0% 11.1% 45.8%
" Exporting 16 16 32 39.0% 88.9% 54, 2%
TOTAL 41 18 59 100.0% 100.0% 100.0%
2
Xy = 12,531%* Y= 0.852
FraBLE A-T0] ‘Exports and Granting of quort Requestediﬁ b
B _ Number. of . Firms-- Percentages_
- | ~Support granted No . Yes’ ~ Total “Ne ' Yes' Total
Non-exporting 4 23 27 66.7% _45.,1% 47.4%
. 2 28 30 . 33.3% 54,9% 52.6%
Exportin g . .
TOTAL 6 51 57 100.0% 100,0% 100,0%
.
X = 1.002 v = 0.418
*k

7/
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APPENDIX VI

B -

Characteristics of the firm~

of foundation)

'TABLE,B-]] _Exports and the age of the firm (date

« Coefficient significant at a 0.05 confidence level

*k

Coefficient significant at_a_0.01_confidence.level

Number of Firms Percentages

Date of -

Foundation 1905-1937 | 1938-1952 | 1953-1971 | Total |{1905-1937 | 1938-1952 | 1953-1971 | Total
Nonsexporting - 16 17 12 45 76.2% 63.0% 42,9 59.2
Exporting 5 10 16 31 || 23.8% 37.0% 57.1% 40.8%
TOTAL 21 27 - 28 76 || 100.04 | 100.0% 100.0% 100.0%

2
X, = 5.765% v = 0.444
fTABLE B-2(a)] " ' ' o e

= —EXPﬂﬁiS—andenumbe¥—eé—em?%eyees—tn—&ﬁ?ﬁ—%ﬁlze)
1 Number of .; ~ "Number of Firms fﬁ Percentagngin'
‘—Employees—1973 - - A .k : : ' E -
-_—__ »___z - 1-12 . 13-45 4gb%0gw TOta] 1-12 13-45 46 '!' abové Total
Non-exportifg 34 24 20 78 81.0% 64.9% 33.3% 56.1%
" Exporting 8 13 40 61 -~ 19.0% 35.1% 66.7% 43,9%
TOTAL - 42 37 60 139 100.04 | 100.0% 100.04 | 100.0% |
. 2 K ’.
| Xg = 24, 3] 7%* Yy = 0.637

74
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and number of- emplyee

__;_IéBLE B-2(b)] _ Relationship between the total sales percentage alloted to export;

“Export Salés .| _ Nymber of eméloyeés - Percentages ;
_Total Sales (%)~ . e : - —-=
- 1-12 - 13-45.  [46 .+ above Total 1-12 - 13-45 | 46% “heis Total
employés — ¥ employés —-
0.01% - 0.25% 1 1 7 9 .50.0% ©16.7% " 36.8% 33.3%
0.26% - 14 1| 4 3 8 50,0% 66.6% | 15.8% |  29.7%
1.01% - 1002 0 1 9 10 0.0% 16.7%  47.4% 37.0%
TOTAL o2 |6 19 27 " 100.0% | 100.0% 100.0% 100.0%
= 6.984 v = 0.240
ABLEAU B-3 Exportation et montant des ventes en 1973 (milliers de dollars).
‘ TABLE : Exports and Sales Volume in 1973 (thousands of dollars)
3 Mombre d'entreprises - B 4 Pourcentages
Ventes 1973 - —
Sales 0-561  [562-2,400 (2,401 et ¢| Total 0-561 562-2,400 (2,401 et ¢| Total
. plus il : plus S
U [N'exportent pas . 18 S L 12 41 75,0% ©47.8% 46.2% 57,3%
| |Exportent 6 12 14 32 25.06 | 52.2% 53, 8 42.7%
. |toTAL 24 23 26 73 |1 100:0% | 100.0% 100. 0% 100.0%
2 ' ' ;
X, = 5.166 | y = 0.376 ;
1= eXborting 3= number of firms : 5= and } R
2= non-exporting _ 1'% Percentages . ‘an =hove v 4 <t




TABLEAU B-4] Exportations et montant des actifs totaux en 1971 (milliers de do]]‘ars). )
TABLE Exports and volume of total assets in 1071 ($000)
Montant des actifs| No. of Nombre d'entreprises Perc’ent—; : Pourcentages
totaux - 1971 firms dge8 -
Amountaggplzotal 0 - 249 250-499 500 et plws Total 0 - 249 250-499 500 et plus Total
s S . -
I [N'exportent pas 17 15 15 47 70.8% 57.7% 45,5% 56.6%
Q_/E.xportent 7 11 18 36 29.2% 42.3% 54,5% 43.4%
TOTAL 24 26 33 83 100.0%. 100.0% 100.0 | 100.0% J
2
X, = 3.661 y = 0.341
TABLEAU B-5 Exportations et nombre de clients de 1'entreprise.
TABLE | Exports and number of customers of the firm .
- , : :
Nﬁénbr%fdecﬁgfgﬁrs o OfNognfgﬁsd entreprises Pementagegourcentages
' 1350  [Preedied | Total 1350 [RREE P88 | Total
| [N'exportent pas - 4 43 47 40.0% 58.9% 56.6%
9 |Exportent. 6 30 36 60.0% 41.1% 43.4%
TOTAL 10 73 83 100.0% 100.0% 100.0%
[ 2 | .
X, =1.280° vy = -0.365

| Non-exporting
J Exporting

-JN
<,

.6l



t [TABLEAU B-6) % Exportations et pourcentage du chiffre d'affaires réalisé avec les trois principaux clients.

3 Pourcentage du

" Nombre d‘entreprises

o

5
Pourcentages

. . ‘ o :
chiffre d'affaires | ¢ 149 11-33% | 34% et pli Total || 0-102 | 11-33% |34% et plus| Total
" N'exportent pas 7 7 0 ] 2 ] s | s3.ew 50, 0% 53, 3%
¢ Exportent 5 | 6 0 a1 | ;e 6w 50. 0% 46.7%
. | :
TOTAL 12 13 20 45 | 100,04 | 100.0% 100,0% 100.0%
) |
X, = 0.211 Yy #0.113
| [TABLEAU B-7) q Exportations et pourcentage du chiffre d'affaires réalisé avec le principal client.
) | " Nombre d'entreprises 3 Pourcentages
3 Pourcentage du . g
chiffre d'affaires 0-5% | 6-15% [16% et plus| Total 0 - 5% 6 - 15% |16% et plus| Total
1 IN'exportent pas 7 6 2 15 53,8% 46 .2% 100.0% 53.6%
® |Exportent 6 7 0 13 46.2% 53.8% 0 46.4%
TOTAL 13 13 2 28 100.0% 100.0% 100.0¢ |- 100.0%
N 2
X, = 2,021 vy = -0.117
1= TABLE .

2= Exports and percentages of business volume

with the three major customers
3= percentage of business volume

o " N

5= percentages

6= and above

L= number of firms

7= Hon-exporting

8= exporting

9= Exports and_ Percentage of
© Business Volume with the
Major Client

'Y K
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[ TABLE B-§ EXPORTS AND LEGAL STATUS OF THE FIRM: SUBSIDIARY OR INDEPENDENT?

NUMBER OF FIRMS PERCENTAGES

LEGAL STATUS
supsTpIARTES 1otal $uBsTDIARIES| 1otal
HON-EXPORTING 54 23 n 57.4% 46.0% 53.5%
EXPORTING 40 27 67 . || 42.6% 54.0% |  46.5%
TOTAL 94 50 146 || 100.0% 100.05 | 100.0%
2
X, = 1.719 v ==0,226
[ TABLE B-9] RELATIONSHIP BETWEEN SUBSIDIARIES AND NON-SUBSIDIARIES AND THE COUNTRY OF EXPORT.
PRICE OF SALE NUMBER OF FIRMS PERCENTAGES
o R SUB— - SUB- R
STDIARIES  |INDEPENDENTY  Total SIDIARIES | INDEPENDENTS Total
* CANADA ONLY 23 54 . 77 46,09 | 57.4% | 53.5%
(no exports) N 1 .
:Canada + U.S.A. ‘ 23 30 53 46.0% C31.9% | 36.8%
i CANADA & OTHER ! , _ | :
| JOUNIRIES EXCLUDING 3 7| 10 6.0% 7.4% 6.9%
| CANADA & U.S.A. ' |
! & OTHER COUNTRIES | = 3 4 i 2.0% 3.3% 2.8%
TOTAL EXPORTING : : !
©  FIRMS : 27 40 67 | 54.,0% 42.6% 46.5%
;GRAND TOTAL 50 .| .94 | 144 . ; 100.0% 100.0% 100,0%
— :
Xs = 2.824 o y = -0.155

Ll



Ve _T RELATIQONSHIP BETWEEN EXPORTS AND THE COUNTRY OF ORIGIN OF J:’ARI:,NL-
| TABLE B-10 COMPANY OF SUBSIDIARIES.
HEADQUARTERSA ) NUMBER OF FIRMS - PERCENTAGES
COUNTRY 7 - -
' OTHER i OTHER [
Canada U.S.A. COUNTRIES Total Canada | U.S.A. counTrRIEs.  Total
NON_EXPORTING 14 8 1 23 66.75% 40.02 11.1% ; 46.0°
EXPORTING 7 12 8 27 33.3% 60.0% 88.9% f 54,0
TOTAL | .2 20 9 50 100.0% 100.0% 100.0% i 106.0% |
2 - j
Xy = 8.311* Yy = 0,642
TABLE B- -RELATION_SHIP BETWEEN THE COUN'ERY OF THE PARENT-COMPANY AND PLACE
QF SALE OF PRODUCTS.
Egﬁggg@RggggAggUNT§z, NUMBER OFOFIRMS ‘ | "PERCENTAGES ‘ M{
~ THER .. 1 .
} Canada U.S.A. | GOUNTRIES: Total Canada U.S.A. | GOliNTRIES _| Totel |
 CANADA ONLY 14 8 1 23 66.7% 40.0% 11.1% 46 0% |
Canada + U,S.A. 6 11 ’ 6 . 23 28.5% 55.0% 66,7% 46, 0% ]
EolnpRES] BRbEipve 0 1 2 3 - 5.0% 22,24 6.0¢ ]
CANADA & USA & o ‘0,
OTHER COUNTRIES ! - T | - 1 4.8% - - 2.0% i
TOTAL EXPORTING 7 12 | 8 ! 27 33.3% 60.0% 88.9% 54,08 |
FIRMS ae ! ! o
GRAND TOTAL 2] 20 ; 9 i 50 100.0% 100.0% 100.0% 100.0% !
2
Xs = 13.684 | Y = 0.584

—
~

% COEFFICIENT SIGNIFICANT AT A GONFIDENGE LEVEL OF 0.05. ; _ ' . o




[ TABLE B-12] ~

RELATIONSHIP BETWEEN THE PARENT-COi{PANY COUNTRY AND PERCENTAGE

OF SALES OF THE SUBSIDIARY TO THE PARENT-COMPANY

* Coefficient significént at a 0.05 confidence' level. .

SALES PERCENTAGE ' NUMBER OF FIRMS PERCENTAGES
COURTRY O PAREN™— 0% 1-5% |6% and Total 0% 1 -5% |6%and Total |
COMPANY 4 above above
Canada 1 22 0 1 23 85.6% - 0.4% 100,0::
10.s.A. 12 5 4 21 57,12 23.8% | 19.1% 100.0%
OTHER COUNTRIES 4 2 i3 9 44.,4% 22.3% | 33.3% 100.0:
TOTAL | 38 7] 8 53 n.7% 13.24 | 15.1% 100.0¢ |
2 .
Xe = 12.733* y = 0.702
| TABLE B-13 RELATIONSHIP BETWEEN THE LEGAL STATUS OF THE FIRM AND THE
NUMBER OF ITS EMPLOYEES (1973) ,
NUMBER OF FIRMS. PERCENTAGES |
NUMBER OF ' —
EMPLOYEES 5~ 12 13 - 45 |46 and Total 5=~ 12 13 - 45 46 and Total |
above . -__above :
SUBSTDTARY 7 14 30 51 I 13.7% 27.5% 58. 8% 100.0% !
INDE PENDENT 3% 23 32 90 i 38.9% 25.5% 35.6% 100,05 |
TOTAL 42 37 62 141 I 29,84 26.2% 44, 0% 100,05
2 .
y = 10.973%* Yy = -0.456

vy,



[Taprg_ B-14]

. RELATIONSHIP BETWEEN THE LEGAL STATUS OF THE: FIRM AND TITS SALES VOLUME (19?3)

NUMBER OF FIRMS PERCENTAGES
SALES = 1973 ($000) ' ‘
1 - 560 |561-2,400 {2,401 and Total 1 - 560 561-2,400 | 2,40] and Total
above . above' .
SUBSIDIARIES '3 6 16 25 12.0% 24.0% 64.0% 100.0%
INDEPENDENTS 21 18 1 50. 42.0% 36.0% 22.0% 1100.0% |
TOTAL 24 24 27 75 32,0% 32,0% 36.05 | 100.0% 1
2
X, =13, 604+ y = -0.66]
[ TABLE B-19] EXPORTS AND FINANGE PLANNING
NUMBER OF FIRMS PERCENTAGES f
FINANCE PLANS T PLANS FOR | PLANS FOR~ — e 1‘PLANS e
i o . " ONE YEAR-OR| LONGER THAN| ota P Tota
NO PLANS ! LESS .. ONE.YEAR NO PLANS |yR . oR LESS!LONGER THAN e A’
NON-EXPORTING 13 ] | 10 47 ] 76.5% 50.04 | 55.6% O 86.6% |
| EXPORTING o4 1 e 8 3 |l 238 50.09 | 44.4% | 43.4%
TOTAL 17 48 | 18 0 83 | 100.0% 100.0% | 100.0% | 100,05
- . - o L. ‘
X2 .
2 = 3.592 y = 0,236

* COEFFICIENT SIGNIFICANT AT A 0.05 CONFIDENCE LEVEL

- «

-
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[TABLE “B_Tg| EXPORTS AND MARKETING PLANNING
_ NUMBER OF FIRMS , PERdENTAgEs
MARKETING PLANS T oians FOR- » — pEys—
NO PLANS |{PLANS FOR ﬁ‘dﬁf%b-TﬁXﬁ ! Total No pLans - |IFLONS QK| BLANS EOR T 744a9
, L yr. OR LE§S RAN ‘ _{ LESS 11 YR.
NON-EXPORTING 13 20 14 47 || 68.4% 51.3% | 56.0% 56.6%
EXPORTING _ 6 19 1 6 || 31.6% 48.7% 44.0% 43.4%
TOTAL 19 39 25 83 1 100.0% 100.0% 100.0% 100.0%
2
X, = 1.534 y = 0,130
[TABLE B-1/i EXPORTS AND PRODUCTION PLANNING.
NUMBER OF FIRMS 'PEI,Q‘CENTA‘GES [ |
PRODUGTION PLANS : Fian3 FOR - pPLANS FOR — , [FLANS FoR— | LANS FOR | , 1
. ] iR oR | Total || vo prans -[["58° § ‘P Total z
|| NO PLANS iglsis OR Df'YE.THAN , - : %Eézlg OR ORE THAN
| NON-EXPORTING 13 - 27 7 47 76,58 | 50.9% | 53.8% | s6.6% |
EXPORTING 4 26 6 36 23.5¢ | 49.1% | 46.2% | 43.4%
TOTAL 17 53 13 | 83 10004 i 100.0% ¢ 100.0% | 100.0%
2 , By
X, =13,463 v = 0.290

vz



- [TABIE B-18)

EXPORTS AND NUMBER OF NEW PRODUCTS INTRODUCED OVER 5 YEARS (1969-1974)

" NUMBER OF NEW : " ‘_NUMBER‘OF FIRMS - - " PERCENTAGES ,

PRODUCTS - 0 127 | 83, | Total || 0 127 |8apd, | Total
 NON-EXPORTING 30 27 22 79 || 2.5 50.9% | 48.9% } 54.1%
] . . { o . 9 4
| exporTING 18 26 23 67 || 37.5% 49.0% | sl | 4592
TOTAL 48 | 53 45 146 {| 100.0% 100.04 | 100.0¢ | 100.0%

2 = 2,069 y = 0.180
. TABLE B-19] EXPORTS AND CHANGES IN ACTIVITY OR PRODUCT LINE

CHANGES IN ACTIVITY g‘ NUﬁBER OF FIRMS~- I PERCENTAGES |

OR PRODUCT LINE - i - Y

- ' YES NO Total i 'YES NO Total

| NON-EXPORTING 26 46 72 | 49.1% 57.5% 54.1%
‘ EXPORTING 27 . 34 " 61 % 50.9% 42.5% 45.9%
TOTAL J 53 | & 133 | 100.0% | 100.0% 100.0%
- 2
X, = 1.758

vy = -0.192 -

R




(TABLE B-20] EXPORTS AND CHARACTERISTICS OF_PRODUCTS
TYPE OF PRODUCT NUMBER OF FIRMS PERCENTAGES
' \ T oonaUMER . T . '“
| INDUSTRTAL | gono ook Total rnpusTRIAL| SOSUMER | Total
NON—EXPORTING 37 36 73 48.1% 63.2% 54.5% |~
EXPORTING 40 21 61 51.9% 36.8% 45.5%
TOTAL 77 57 134 | 100.0% 160.0% 100.0%
2
X, = 3.014 y = -0.299
[ TaBLE; B-21] EXPORTS AND TYPE OF PRODUCTS MANUFACTURED BY THE FIﬁM;
| NUMBER OF FIRMS PERCENTAGES
0DUC , T ) = ‘ ) ‘
TYFE OF PRODUGL STANDARD | CUSTOM BOTH - Total STANDARD CUSTOM. BOTH Total
MADE _ , ' MADE
HON_EXPORTING 32 16 27 75 58.2% . 50.0% 50.0% 53.2%
EXPORTING 23 16 27. 66 4.8 50.04 | 50.0%8 | 46.8%
{TOTAL | 55 32 - 54 ?41 100.0% 100.0% . 100.0% 100.0%
Xy = 0.902 ¥y = 0,120

sz




_TABLE B-22) " DO YOU CONSIDER YOUR FIRM A "TECHNOLOGICAL'" ONE? RELATIONSHIP TO EXPORTS.

’iECHNbLbGICAL FIRM? ‘ 'NUMBER OF FIRMS - o | v PERCENTAGES
L F T )

‘ YES ~{ NO Total & YES 4 NO Total
'NON-EXPORTING 23 55 78 35.9% 68.8% 54.2%
EXPORTING 1o 25 66 64.1% 3.2 | 45.8%
TOTAL T 144 100.0% 100.03 100.0%

2
X, = 15.420%* v = -0.594
L.TABLE B-23 RELATTIONSHIP BETWEEN IN-HOUSE RESEARCH AND EXPORTS.
: _ NUMBER OF FIRMS S PERCENTAGES
) IN-HOUSE RESEARGH - YES N0 . Total - YES 7 ¥o Total
. : —
© | NON-EXPORTING 52 23 75 50.5% 62.2% 53.6%
A EXPORTING 5] ’ ]4 65 495 5% 3708% . 46.4%
ETOTAL 103 37 140 100.0% | 100.0% 100.0%
2 .
Xy = 1.492 N oy = -0.234

" %% COEFFICIENT SIGNIFICANT AT A 0.0l CONFIDENCE LEVEL.

ve




(TABLE B-ZZI RELATIONSHIP BETWEEN THE KIND OF RESEARCH CARRIED QUT AND EXPORTATION.

vy = 0,321

NUMBER OF‘EIRMS _ PERCENTAGES
LEVEL OF IMPROVE— | . NEW [ BASIC | SEVERAL. Total || IMPROVE- NEW BASIC SEVERAL Total
RESEARCH MENT OF ! PRODUCTS | RESEARCH KINDS . MENT OF PRODUCTS RESEARCH:. KINBS
PRESENT o ' : PRESENT : '
IPRODUCTION PRODUGTION
| NON-EXPORTING £ 16 7 3 - 27 53 72.7% 38.9% 50.0% 45.0% 50.0%
EXPORTING 6 | 11 | 3 33 53 1l 27.3% | 61.1% | s0.0¢ | s55.08 | 50.05 |
TOTAL 22 18 6 | 60 106 100.0% | 100.0% |100.0% | 100.0% | 100.0% |
L2
Xy = 6.034 y = 0.271
{IQEIE"B~25’ 'RELATIONSHIPS BETWEEN EXPORTS AND NUMBER OF FULL-TIME STAFF ENGAGED IN RESEARCH —:1973._
) NUMBER OF FIRMS | ; PERCENTACES
ggﬁig?Egg 1 2 |3 and abovle Total o 1 _ 2 3and abov'e Total
NON_EXPORTING 9 7 4 20 - 47.4% | 58.3% 23.5% | 41.7%
EXPORTING 10 5 | 13 | 28 52.6% | 41.7% 76.5% | 58.3%
TOTAL I R PR R 48 100.0% | 100.0% | 100.0% | 100.0%
3
X, = 3.926



| TABLE B-=20] '

" RELATIONSHIP BETWEEN EXPORTS AND RESEARCH BUDGET - 1973.

PERCENTAGES

COEFFICIENT SIGNIFICANT AT A CONFIDENCE LEVEL OF 0.05

N .

-

| RESEARCH _NUMBER OF FIRMS . _
FXPENDTTIRRS $1. - 158,000, - |$36,000. Total | $2,000. -| $36,000. Tote]
$7,000,  1§35,000,  Bnd above | - ! $35,900, | and above |
i NON-EXPORTING 16 ! 10 7 ! 43.5% 33. 3 50'8
| . . i o ! ¢
| ExeorTING 5 1 13 14 | 56.5% 66.7% 49.2:
ITOTAL 21 23 21 3 £100.0% 100.0% 160.0:
2
X, = B,473* y = 0.629
LraRE _ B-27 RELATIONSHIP BETWEEN EXPORTS AND SALES PERCENTAGE ALLOTTED TO RESEARCH (1973);
PERCENTAGE OF NUMBER OF FIRMS : | PERCENTAGES
RESEARCH/SALES ; - . : : — ‘
0.1 - 0.4%|0.5 - 2.5% | 2.6% Total ! 0.1 - 0.4%; 0.5 ~ 2.5%| 2.6% Total 1
! and above ! : 4 " and above o |
NON-EXPORTING 7 6 12 25 g - 86.2% 70.65 | 61.0% |
|
| EXPORTING 4 7 i 5. 16 ! 53.8% 29,4% 39.0%
TOTAL T
1 13 v 17 4] 100.0% -100.0% | -100.0%
2 : :
Xy = 1.893 v = =0.156
*
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[ TaBLE B-28

RELATTONSHIP BETWEEN LEGAL STATUS OF FIRM AND SOURGE OF TECHNOLOGY USED (research).

SOURCE OF NIIMBER OF FIRMS PERCENTAGES
TECHNOLOGY | pupent | MANUFACTL OUTSTDE| = IN— CSEVERAL! Total || PARENT MANUFACTiEUTSIDE: - | oseveraL! Total
COMPANY |URING ' | CONSULT{ HOUSE | SOURCES’ COMPANY [URING ONSULT- | HOUSE: | SGURGES
FRANCHISE§ ANTS " FRANCHISESLNANTS . "
SUBSTDIARTES | 26 3 | 3 7 12 51 51.0% | 5.9% 5.9% | 13.7% | 23.5% | 100.0%
| INDEPENDENTS 0 9 | 24 44 3 80 - | 1.3% | 30.0% | 55.0% | 3.7% | 100.0%
TOTAL 26 12 | 27 51 5 |3 | ts.ex | 9.2 | 20.6% | 38.9% | 11.5% ' 100.0%
2
Xy = 74.823%* y = 0.350
[CraBLE B-29) EXPORTS AND SOURCE OF TECHNOLOGY USED BY FIRM.
NUMBER OF FTRMS - PERCENTAGES
SOURCE OF : ‘ 4 ‘
TEGHNOLOGY | pypent | wanuracel. oursioel 1n- SEVERAL { Total |{PARENT [MANUFAC-{ OUTSIDE| IN- sEvERAL  Totel
COMPANY | URING _ +{ CONSULT—| HOUSE ‘| SOURGES COMPANY |TURING' | CONSULTH HOUSE | SOURCES
FRANCHISER ANTS- . FRANCHISES. ANTS. N
NOR-EXPORTING = 9 71 15 27 3 63 44.0% | 58.3% | 55.6% | 54.0% | 21.4% | 49.2%
EXPORTING 14 5 12 23 | N 65 56.0% | 41.7% | 44.4% | 46.0% | 78.6% | 50.8%
TOTAL 25 12 I 27 50 14 128 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%
2 : -
Ky = 5.888 ¥ = 0.100 Y
~}

* COEFFICTENT SIGNTFICANT AT A 0.0l CONFIDENCE LEVEL.

T



* COEFFICIENT SIGNIFICANT AT A 0.05 LEVEL.

&

7

3 : »

P TABLE B-30 RELATIONSHIP BETWEEN EXPORTS AND AMOUNT OF OPERATING AsSﬁTs (1971). »
NUMBER OF FIRMS .
OPERATING ASSETS ' . FERCENTAGES
‘ 0 - 300 301 - MORE THAN Total 0 - 300 301 - MORE THAN |  Total
($000) 1,000 1,000 1,000 1,000 i
4 o/ o/ » o~ '
ONEXPORTING g 16 7 32 56.3% 72.7% .00 | 55.2% |
EXPORTING 7 6 13 26 43.7% 27.3% 65.00 | 44.8% |
TOTAL 16 22 20 58 100.0% 100.0% | 100.0% | 100.0%
2 o
X, = 6,039*% oy =0.302
L TABLE _ B-3]1 RELATIONSHIP BETWEEN EXPORTS AND QUICK RATIO.
QUIGK RATIO NUMBER OF FIRMS PERCENTAGES
- > 07 - ind
0-2 2.01 - 3 13,01 275 Total 0-2 2.01 - 3 {3.01 2ggve To:tg]:
NON-EXPORTING 7 13 6 26 || 35.0% ' 65,05 | 54,52 51,0% |
: - - _ , S
| A— I & 7 5 | 2 || 650z 35.0% ’ 45,54 49.0% |
TOTAL —
fro R 20 no | st} w008 | 100,02 | 1000 | 100.0%
X?.
2 = 3.673 Y = _0.320

22




riTABLE B-32| RELATIONSHIP BETWEEN EXPORTS AND TURNOVER OF STOCK.

: z
TURNOVER -OF NUMBER OF FIRMS _ PERCENTAGES ".
STOCK 0-5 5-10 [10and Total 0-5 5-10 |10 and | Totel |

meore more ‘ - '
NON—EXPORTING 11 5 9 25  55.0% 45.5% 47.4% | 50.0% |
EXPORTING - 2 9 6 10 25 45.0% 54.5% 52.65 | 50.0¢ !
TOTAL 20 1 19 50 100.0% 100.0% 100.0% | 100.0% !
2
X, = 0.344 y = 0,113

rTABLE' B-33’ RELATIONSHIP BETWEEN EXPORTS AND COLLECTION PERIOD FOR ACCOUNTS RECEIVABLE.

COLLECTION PERIOD % NUMBER OF FIRMS , B PERCENTAGES ‘ ;
" |FOR RECEIVABLES v — : ,

| (days) 10 - 54 - 55 -91 ' o2 Dpavs | Total 0 - 54 55 - 91 92 DAYS Total
’ DAYS _ " "'DAYS - | AND ABOVE o DAYS " DAYS AND ABOVE - ]
NON_EXPORTING 12 9 5 26 48.0% 64.3% 38.5% 50.04 |

EXPORTING 13 {5 8 26 52,0% 35.7% 61.5% 50,0%
TOTAL 25 RV 13 | B2 100.0% 100.0% 100,02 | 100.0% |

2
X, = 1.875 y = 0.048



B A A -

iABLE B-34i

i

RELATIONSHIP BETWEEN EXPORTS AND NET WORTH OF OWNER(1971).

N NUMBER OF FIRMS PERCENTAGES
OWNER*S NET -
- WORTH - 0 - 200 | 201 - 500 | MORE THAN} 145 0 - 200 | 201 - 500 | MORE THAN Total
N 500 500
" NON_EXPORTING 1 9 12 32 57.9% 52.9% £2.29 54,29
EXPORTING 8 8 1 27 42,1% 47.1% 47.8% 45, 85%
TOTAL 19 17 23 59 100.0% 100.0% 100.0% 100.0%
.2
", = 0.153 vy = 0.077
~ TaBLE B-39] RELATIONSHIP BETWEEN EXPORTS AND TOTAL DEPTS/TOTAL LIABILITIES RATIO.
TOTAL DEBTS/ NUMBER OF FIRMS - PERCENTAGES
TOTAL LIABILITIES 't 0 - 40% |41 - 62.5% | 63% 223,. | Total 0 - 40% |41 - 62.5% |63y 2nd Total
_ ! above. -
NON-EXPORTING 8 9 6 23 50.0% 64.3% 75.0% 60.5%
| FXPORTING 8 5 2 15 50.0% 35.7% 25.0% 39.5%
TOTAL 16 14 8 38 100.0% 100. 0% 100. 0% 100.0%
,2
o= 1.526 vy = 0.339 ‘

°0¢




{ TABLE ~ B-36

RELATIONSHIP BETWEEN EXPORTS AND NET PROFITS (1971).

r—

~

AMOUNT OF NET NUMBER OF FIRMS PERCENTAGES l
PROFITS 1 - 10,000{10,000 - 30,000 . | Total 1 - 10,000{ 10,000 - | 30,000 . Totel
30,000 and above - 30,000 and above
NON—EXPORTING 3 13 19 35 50.0% 65.0% 46, 3% 52.2%
EXPORTTNG 3 7 22 2 || 50.0% | 35.0% 53.7¢ 47.8: |
TOTAL 6 20 41 67 || 100,04 | 100.0% 100.0% 100.0% |
2 £
X, = 1.889 y = 0.239
[TABLE B-37] RELATIONSHIP BETWEEN EXPORTS AND NET PROFITS/NET SALES RATIO.
v NUMBER OF FIRMS ) PERCENTAGES
NET PROFITS/SALES | .0 . 4%  |4.1-6.4% |6.5%2md ! Total 0-4% |4.1 - 6.4% |6.5% and Total
. " above: : , : above
NON_EXPORTING 4. 11 9 24 44.4% 64.7% 40.9% - 50.0%
' EXPORTING 5 6 13 24 55.6% 35.3% 59.1% 50.0%
TOTAL 9 17 22 48 100.0% . | 100.0% 100.0% | 100.0%
2
X, = 2,309 vy =0.174

1%
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|_TABLE B-38 RELATIONS BETWEEN EXPORTS AND NET PROFITS/OWNER'S NET WORTH RATIO.
S PROFIT/ ’ NUMBER OF FIRMS " PERGENTAGES
OWNER'S NET WORTH ¢ 0 - 10%  {10.1 - 15% |15.1% and Total 0 - 10% {10.1 - 15% |15.1%and Total |
] above . ~ above |
NON-EXPORTING - 14<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>