UNIVERSITY OF LEEDS

This is a repository copy of The effect of export marketing capabilities on export
performance: Moderating role of dysfunctional competition.

White Rose Research Online URL for this paper:
http://eprints.whiterose.ac.uk/121079/

Version: Accepted Version

Article:

Boso, N orcid.org/0000-0001-7043-4793, Adeola, O, Danso, A et al. (1 more author)
(2019) The effect of export marketing capabilities on export performance: Moderating role
of dysfunctional competition. Industrial Marketing Management, 78. pp. 137-145. ISSN
0019-8501

https://doi.org/10.1016/j.indmarman.2017.09.006

© 2017 Elsevier Inc. This manuscript version is made available under the CC-BY-NC-ND
4.0 license http://creativecommons.org/licenses/by-nc-nd/4.0/

Reuse

Items deposited in White Rose Research Online are protected by copyright, with all rights reserved unless
indicated otherwise. They may be downloaded and/or printed for private study, or other acts as permitted by
national copyright laws. The publisher or other rights holders may allow further reproduction and re-use of
the full text version. This is indicated by the licence information on the White Rose Research Online record
for the item.

Takedown
If you consider content in White Rose Research Online to be in breach of UK law, please notify us by
emailing eprints@whiterose.ac.uk including the URL of the record and the reason for the withdrawal request.

eprints@whiterose.ac.uk
https://eprints.whiterose.ac.uk/



mailto:eprints@whiterose.ac.uk
https://eprints.whiterose.ac.uk/

The Effect of Export M arketing Capabilities on Export Performance: M oderating Role of
Dysfunctional Competition

Nathaniel Boso
Leeds University Business School, University of Leedsd&eeS2 7JT, UK; Tel: + 44 113 3432636;
Email:| n.boso@leeds.ac.pk

Ogechi Adeola
Lagos Business School, Pan-African University, Km 22, Lekki-Eggressway, Ajah, Lekki, Lagos,
Lagos, Nigeria; Tel.: +2348025017872; Enpaldeola@ lbs.edu.ng

Albert Danso
De Montfort University, The Gateway, Leicester LE1 9BH,;Ukl.: +447515806104; Email:
[ albert.danso@dmu.ac. pk

Shahin Assadinia
Norwich Business School, University of East Anglia, EarhRoad, Norwich NR4 7TJ, UK; Tel:
+441603 59 7397; EmdilS.Assadinia@ uea.ac.pk



mailto:n.boso@leeds.ac.uk
mailto:oadeola@lbs.edu.ng
mailto:albert.danso@dmu.ac.uk
mailto:S.Assadinia@uea.ac.uk

Abstract

This study utlizes multiple-informant and time-laggedmary data from 162 industrial exporting firms
in Sub-Saharan Africa to contribute to an understandingsheh export marketing capabilties can be
deployed to drive export performance. The study finds that madsgtonsiveness capabilty drives
export performance when it is deployed together with a prodomvation capabiity. The joint effect of
both capabilties on export performance is weakened at higls lef dysfunctional competition in export
market environment. The findings suggest that a stroogpabiity to respond to export market needs
and a greater competence in introducing new products in ex@pokiets are not always beneficial in
Sub-Saharan African markets as the resulting export perfaenantcome is dependent upon degrees of
dysfunctional competition.
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Introduction

The role of marketing activities and capabiity deploymentdiiving performance of industrial
organizations has received substantial scholarly iatterfe.g., Krasnikov& Jayachandran, 2008
Morgan, Slotegraaf, & Vorhies, 2009; Vorhi&sMorgan, 2005; Weerawarderda Mavondo, 2011).
Scholars within the field of export marketing researcle hatyserved that export marketing activities
help boost performance (e.g., Cadogan, Kuivalainen, & Sund@@19; Diamantopoulos, Ring,
Schlegelmilch, & Doberer, 2014; Lisboa, Skarmefad,ages, 2013; Elis, Davies, & Wong, 2011;
Ottosson& Kindstrom, 2016). While prior research has examined various expokieting actvities
(e.g., export information use and export market-oriented lmghaaind their effects on export
performance (e.g., Diamantopoulos et al., 2014; Chung, 2012; Souchcamaripoulos, 1996)
the conditions under which export marketing capabilties ane ror less beneficial for industrial
organizations’ export market success need additional scholarly attentiao@an, 2012).

Most empirical studies on export marketing capabilties ased@&n data from developed-
economy market frms (Elis etal., 2011; Zou, Fang, & Zhao, 200@s€T studies leave unanswered
the question of how industrial exporting organizationsegs-developed markets may beneft from
deployment of export marketing capabilities. This neglect kcplarly disturbing because although
business transactions in less-developed markets aragraivese markets tend to experience greater
heterogeneity in institutional and infrastructural fiowality (Sheth, 2011), conditons that have
been noted to shape the extent to which capabiities driermpance (Li& Atuahene-Gima, 2001).
Thus, theoretical arguments and empirical evidence usexplan export marketing capabilties of
frms operating in developed-economy markets are inadequatexplaining or predicting
performance outcomes of export marketing actvities of indlstrganizations in less-developed
markets.

In this study, we address #wgaps in export marketing knowledge by examining how

specific export marketing capabilities are deployed to drive exmformance in less-developed



markets. Specifically, this study extends existing experature by examining how export market-
oriented responsiveness leverages product innovation dgpébiiirive export performance less-
developed economy markets such as thosaulmS&aharan African. Export market responsiveness is
defined as a firm’s ability to respond to customer needs and competitor moves i its key export
markets.Export product innovativeness refers to a firm’s ability to introduce new products into export
markets. We argue in this study thafira’s export market responsiveness (Cadogan, 2012; Chung,
2012), when aliged with product innovation activities, contributes to supessport performance.

In addition, the study exples the extent to which the relationship between export maret
capabilties and export performance is conditoned by percedysflnctional competdin We
define dysfunctional competition as managerial perceptiohsmpaired competitive behaviors,
difficulties in avoiding patent and copyright violations, andficiencies in monitoring and enforcing
contractual obligations in export markets. This reseaodhrioutes to export literature in two ways.

First, the study draws insights from export market oriematiesearch (Cadogan, 2018
contend that degrees of export market responsiveness a@mouatiations in export performance
(Chung, 2012). This argument is anchored in the resource-bthsery that heterogeneity in
resources and capabilties among frms is fundamentadxjaining firm performance (Barney,
1991). This study argues that market-oriented responsivebesses more on addressing export
customers’ articulated needs and less on latent needs (Menguc & Auh, 2006). Superior export
performance is, therefore, lkely to emerge when frms oyeploduct innovation capabiitieso
leverage their abilties to respond to articulated exparket needs.

Second, this research provides insight into when export nmyketipabiities drive export
performance in developing-economy markets by examining thggendece on export market
environments. fie marketing literature has long assumed that functiomahpetition is needed for
competitive strategies to generate superior performanc€a$d®& Weerawardena, 2010). This

assumption is based on the logic that market-supportindutiasts reward compliance to, and



sanctios violation of, the rules of industry competition (North, 1990). ldwer, functional
competition is hard to come by in less-developed markets leeo@uket-supporting institutions are
weak and incapable of enforcing productive competitive behaylar& Atuahene-Gima, 2001)
Although prior research has modeled degrees of competitigasity as moderators of the effect of
export marketing capabilties on export performance with sungstion that rival market actors play
by competition rules (e.g., Cadogan et al., 2009; Zou et al., 2003)utlhys aggues that the effect of
export marketing capabilties on export performance may be wedkss levels of dysfunctional

competition increase (see Figurg 1

Theoretical background and hypothesis development
A fundamental tenet of the resource-based theory is thatble rare, socially complex, and unique
resources and capabiities help frms generate marketpabantages (Barney, 1991), drawing
attention to the notion of heterogeneity of capabiltiesisfi deploy to drive superior performance
(Barney, 1991; Wernerfelt, 1984). Against this background, expaketmey scholars have argued
that market-oriented responsiveness and product-innovatapabiities are idiosyncratic and
socially complex organizational resources that enables fitem generate unique export market
positions (Ruvio, Shoham, Vigod&adot, & Schwabsky, 201&iva, Styles, & Lages, 2016; Zou
et al., 2003). A major critcism of this resource-based th@&othat it does not sufficiently explain
how resources and capabilties are developed and deployed bydieasn superior market position
(Priem & Butler, 2001). Dynamic capabilty theorists have adde#igs imitation by arguing that
rather than being a function of a simple possession otm@ss and capabilties, superior market
position is earned by purposeful configuration and deployment sotintges and capabilties in a
manner that ftsa firm’s environment (Eisenhardt & Martin, 2000; Morgan et al., 2009).

From this dynamic capabilty perspective, therefore, annagtis that a firm’s export

marketing capabilities entail complex and coordinated setkilsf and knowledge about exporting
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activities that is entrenched in the firm’s internal routines (Zou et al., 2003). As socially complex and
idiosyncratic organizations, capabilties and activitiesob®c unique to the frms and are therefore
ikely to be difficult to imitate by export market rivals. Aslue-creating mechanisms, export
marketing capabiities become a source of superior performéfoa et al, 2003). Despite the
potency of export marketing capabilties to drive export perfarejaran important and unresolved
guestion is whether either market responsiveness or prathaiaiion capabity is enough to
generate superior export performan€adogan’s (2012) editorial picce argues that these capabilities
might need to be algned (or combined) for their ful beng@ide realized. Other researchers have
caled for integrative approaels to studying how firms” customer-related and product-innovation
capabiities can provide new market offerings to strengtteir abiity to respond to articulated
customer needs and to counteract competitive actvities exeonple, Mengu& Auh (2006) argue
that an organizational strategy that is predicated ompleamantary bunding of market-response and
product-innovation capabilties is a major determinantupksgor performance. Additionally, Web
et al. (2011) explore the question of whether there is vwalimovation that brings new offerings to
markets if it does not respond to market demands.

By extending these earlier studies to the export marketidsinesge-business context, this
study takes a combinative approach to export marketing deploylmgnarguing that export
performance is likely to increase when firms align expodrket responsiveness with product

innovation capabiities.

Deployment of market responsiveness and product innovation capabilities

Researchers have argued that an abilty to respond mgimfpaneeds and expectations of export
market customers and a propensity to introduce new produatiserefo the competition is a major
driver of superior export market performance (Asseraf & Shpt2014; Cadogan, 201Zhung,

2012 Li & Calantone, 1998; Ottosson & Kindstrom, 2016). While the iegisiiterature provides



useful insights on the benefits and challenges of deployiatkeinresponse and product innovation
capabilties (e.g., Leonidou, Katsikeas, & Samiee, 2002; Sundqviggheko, Kuivalainen, &
Cadogan, 2012), the complexity of exporting requires that femel concurrently in several areas
without trade-offs, including being highly responsive tohdwrg needs of export market customers
and being exceptional in predicting latent market opportuntied threats for new products. This
study argues that market response and product innovatiatiegctare complementary capabilities
that, if configured and deployed together, can drive supexporeperformance. We advance several
arguments to support this assertion.

First, product innovativeness is the extent to which rdiffdated products attract premium
market customers, enabling firms to benefit from premiumnpgriaeind industry leadership (Sundqvist
et al, 2012). A frm competing on the basis of product innovatsgerearns pioneering advantages
including the benefits of its products being used as ipdustnchmarks and the luxury of grabbing
loyalty from a larger market, leading to accelerated @vegeneration (Srivastav& Gnyawali,
2011). Despite the lure of these benefits, with greater ath@ness comes the risk of expensive
failures and disruption to existing operations (Zahra & &ar000). For example, entering an
untested export market with untried produsas the potential for overreachirgfirm’s resources.
Economic returns from a new product ine may take time terimbze, particularly given the diverse
macro-environment of export markets. Firms within developitgromy markets may find that
competitors (often nglibouring developing economjesare sharing increasingly informal and
disorganized markets, many with largely subsistence cqtwum patterns (Sheth, 2011). For
example, Mahajan’s (2009) study of Sub-Saharan African markets shows that distribution netaork
are informal and inefficient, and therefore incapable obmoadating distribution of innovative
products. Unbranded products are readly accepted in Sub-SahfiGan markets and state

institutions are incapable of prosecuting ilegal copyingnadvative products. The conventional



notion that greater product innovativeness is associatdd swperior performance, therefore, may
not aways hold in such markets.

In a developing-economy export market, product innovation capalniy not offer a
competitive advantage unless it is configured to respond tb foaeket needs. Greater market
responsiveness may engender structural inertia and reduce a firm’s ability to be creative (Atuahene -
Gima & Ko, 2001). To this end, this study proposes thatnds commitment to respond to current
and articulated needs of export market customers withtailefed innovative products while
neutralizing competing export market offerings (includingalriproducts from both formal and
informal competition) can generate superior export perfarenanWhile attenton to market
responsiveness may seem less risky and likely to genertdadsg :\come stream, frms can use their
innovation capabiities to develop and commercialize prodinets dddress latent needs, thereby
attenuating the limitations of focusing on articulatedrketademands. Therefore, this study argues
that the effect of market responsiveness on export perfoemanlikely to be strengthened when
levels of product innovation capabilty are high in magigt Thus, we hypothesize that:

H1: At high levels of product innovation capability, the effect of ,rar&sponse capability on export

performance is strengthened.

Moderating effect of dysfunctional competition

This research argues that the effect of market respoess, in combination with product innovation,
on export performance is moderated by dysfunctional competfiica firm’s export market (Li &
Atuahene-Gima, 2001). We propose that increased dysfunctiooadpetitive conditons (e.qg.,
impaired functioning of acceptable competitive behaviors, patadt copyright violations, and
inefficiencies in monitoring and enforcing contractual abiipng influence the extent to which a
firm’s market responsiveness and product innovation capabiitiesffacve in achieving superior

export performance (Li & Atuahene-Gima, 2001;&8.iZhang, 2007). We contend that export sales



generated from stronger responses to customer needs depeacesterth to which the competition
plays by the rules of the game @&iAtuahene-Gima, 2001). When competition becomes increasingly
dysfunctional, frms may not earn the expected saleesdiom satisfied customers in the sense that
the cost of dealing with such dysfunctions may underaless gshat firms generate from their marketing
activities. In addition, a weak appropriability regime and oppstitncompetitive behavior in export
markets can have a negative effect on export sales differentiation values attributed to new
product introductions are reduced by dysfunctional competdietivities.

Although researchers have maintained that high lesklparket responsiveness may not be
ideal in benign export market environments (Cadogan et al., 2009; Chung), #@d Zonclusion is
based the assumption that market actors folow acceptableetmorms. This study argues against
this established assumption, in the sense that competiads to be uneven, incentivessengage in
unfair competitive practices are high, and the motivation unlawful competitive behaviors is
commonplace in less developed markets (Mahajan, 2009; Sheth, 2014g. 8xtent that traditional
market-oriented principle that timely responses to markenadds are warranted in highly
competitive environment might not suffice in increasingly uhysional environmea Additionally,
greater product innovativeness may not pay off because rwuagts introduced in dysfunctional
competitive markets are likely to be counterfeited, and geneaiket response strategies might not
pay off because consumers in such markets consume langalgubsistece basis and have a good
incentive to purchase unbranded products, effectively undieignithe differentiation arguments of
greater innovativeness (Sheth, 2011). Therefore, this stgdgsathat:

H2: At higher levels of dysfunctional competition, the joint effect ofrkea responsiveness and

product innovation capabilities on export performaisseeakened.

Data and M ethods



We tesed our hypotheses on a sample of small and medium-sized esgsrgi$MES) exporting
industrial products from Gharta other developing markets (predominantly Sub-Saharan Afarah
Asian markets). The sampling frame used was a directorypoftexs provided by the Ghana Export
Promotion Authority, a national registry of exporters in that tguio supplement this list, we also
used the Ghana Business directory, which had been used omuprestudies (e.g. Acquaah, 2007).
From a sampling frame of 4,965 we randomly selected 750 frms #athenfollowing criteria: (1)
the frms were independent entites and not part of anypaoyngroup or chain; j2he frms had an
international focus, earning a significant percentaganabial sales from export operations; (3) the
frms employed a minimum of five and a maximum of 250 full-tinteff,sand (4) there was complete
contact information on the senior managers who would kabstantial knowledge of the firms’
export operations (Wiklund & Shepherd, 2011).

A local branch of an international research consultafity was hired to administer the
guestionnaires, supervised by one member of the reseanciwitbaextensive knowledge of Ghana.
This in-person questionnaire delivery procedure confrmed réspdndents’ met the study criteria,
thereby assuring useable responses (Li, Zhao, Tan, &0D8). A post hoc informant quality test
was used to ensure respondents were competent to complefeestionnaires (Morgan, Kalek&,
Katsikeas, 2004).

Two separate studies were undertaken. In the frst s@d$2), we contacted all 750 firms
and obtained agreements to participate from 332 CEOs. Frowcotiust 66 useable responses were
obtained, representing a 22% response rate. A mean score of 8.58 (s68) was recorded for
knowledge of issues, 6.46 (std. = 0.52) for accuracy of responses, and 6.66 (stdfor 6dsfigilence
in answers.In the second and third studies (i.e. 2013 and 2014 respectively),oonests related
to the firms’ export sales performances were administered to the finanaeagers or chief
accountants of the 166 firms that participated in the 2012 skidy the same interviewers ane

person procedure. A total of 162 frms (97.6%) provided complete resptinthe export sales



performance questionnaire. Accordingly, we reled on the hedtcsample of 162 frms for our
analysek

We allowed a one-year lag between the predictor export marketing capatditiables and
export performance outcome varialile safeguard against social desirability and potential rseve
causality dificulties, and boost our ability to make caus@rences (Wiklund& Shepherd, 2011).
We relied on finance managers in the 2013 and2014 studietmivate common method bias
concerns (Podsakoff, P. M., MacKenzie, Jeong-Yeon, & Podsakoff, N. P., 200&Y. Scores on
the respondent competence scale items were obtained feofimahce managers and accountants
the lowest mean score was 6.1. To corroborate the data fromn-piegson surveys, follow-up
telephone cals were made to 10 percent of the 162 CEOd/axpongers and 10 percent of the
finance managers/chief accountants to re-ask the questioime results shaed no significant
differences in the responses provided in the two surveys.

The companies we studied export a variety of products: pharticads, alcoholic and non-
alcoholic beverages, packing materials, industrial pipesilese and garments (designer apparel),
processed foods, and industrial equipment. As one would expect/drated in Sub-Saharan Africa
(as in other regions) tend to internationalize by fesporting to neighbouring markets before
venturing further afeld (although we are aware of thendgiobal phenomenon). The firms in our
sample exported largely to other African markets (>90%), C(i#%), Turkey (3%), and other

markets (2%), generating more than 70% of their annual faiesthese export markets.

Measures
The observed indicators used in the study were adapted fraougrestudies by making changes to
words and sentences that enhanced understanding iatiaead busines$s-business and exporting

business contexts. All constructs examined in this stuelyatathe firm level (Cadogan et al.,, 2009).

1 Notethat a firm was excluded from the study when arfice manager or a chief accountant could not beifiéel or
the CEO was also the finance manager or accountant.
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Respondents were asked to focus on their firms’ overall export market operations when responding
to the survey instruments (see Tabje 1

Market responsiveness capability was operationalized asnma fibility to respond to
customer needs and competitor actvities in its key exparats (Chung, 2012). Items measuring
the export market responsiveness construct were adaptedCemtogan et ak (2009) market-
oriented responsiveness scale. Product innovation capatalitgperationalized as a firm’s ability
to introduce new products to its export markets, measured fatthevel (e.g. Boso, Story, Cadogan
Micevski, & Kadic-Maglajlic, 2013). The items measuring the pro@guovativeness construct were
taken from Boso et al.’s (2013) firm-level product innovativeness scale. Dysfunctional competition
is operationalized as the degree of managerial perceptidhe aéxtent to which principal export
markets had experienced the following conditions: (1) unlawfuhpetitive practices such as ilegal
copying of new products, (2) counterfeiting of products and traden@kmseffective laws to protect
company intellectual property, and (4) increased unfair cdiwpepractices by other frms. The
indicators were adapted from Li and Atuahene-Gima (2001) aadd.-iZzhang (2007).

Export performance was measured with objective export dakes(Leonidou et al., 2002).
The sales data was obtained from internal account repoodsled by the finance managers; such
records areuravailable externally in developing economies such as &hsivie asked finance
managers to provide information on the firms’ overall export sales from their most mmportant
emerging markets. Wedused on the firms’ export sales for several reasons. First, measures of
SMEs’ export performance can be elusive. Such performaracebe measured by efficiency (e.g.,
return on assets), proftability (e.g., net profit marginjpwgh (e.g., change in revenue), and other
factors (e.g., size, liquidity, leverageability, employee oven) (Murphy, Traier, & Hil 1996).
Second, sales (or revenue) and its rate of increase éasckexd as the most common indicator of
company performance (Naldi & Davidsson, 2014). Murphy et al. (1996) poi that 23 scholarly

papers have used sales increase as a measure of SMigac®rrelativeto only two studies that
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have used net proft. Third, for small business owners, dagficdancy indicators such as return on
assets are often not available and proftability indicatamsurreliable due to taxation issues. SME
scholars have argued th&tevenues are not only a relativefgleari number from an accounting
perspective .[.] but also are a meaningful performance measure becausehkeement of sales
signals that a firm.[.] was successful in attracting customers and, more dignamameeting market
demand with its offerings (Dencker & Gruber, 2015, p. 1042). For small businesses involved in
businesgo-business operations in export markets, export sales reigeareimportant indicator of
the firms’ viability (Dobbs & Hamiton, 2007). Accordingly, we used therage of the firms” 2013

and 2014 total export sales revenue to capture our export pedern@nstruct. To valdate the
objective export sales data, we also obtained perceptual egiest data romhe firms’ finance
managers (the same source of the objective sales dh)p€efceptual export performance scale
captured the extent to which the firms’ export sales indicators (i.e., market share growth, sales
volume, and sales growtlmet the firms’ export market objectives. We then calculated the correlation
between the objective sales data and the average sciee pérceptual performance indicators. A
significant correlation was observed: (r =.76; p <.01).

To avoid potential confoundsye controlled for these potential influe ncgsresence of formal
export departments (0O=yes; 1=no), industry type (manufacturingefjices=1), firm size (a
logarithm transformation of the number of ful-time emp&s)e export experience (a logarithm
transformation of the number of years doing business abregort market competitive intensity
(three tems were adapted from Jambulingam, Kathuria, & @@)c[2005]), multinationality (the
number of countries to which products have been exported),uamehhresource capacity (the level
of skills, expertise, and knowledge embodied by export personnel gddemin Subramaniam and

Youndt’s (2005) ‘human capital’ scale]).

Analyses

12



Measurement model assessment
All the multi-tem scales were assessed in confirngatactor analysis (CFA) using the LISREL 8.7
package and maximum likelihood estimate method. The resulsented in Table 1 show an
excelent fit for the CFA model, returning a non-significa®iii-square value (p< .05), and with all
fit heuristics faling within recommended criteria: thatio of chi-square to degrees of freedom is
1.08, RMSEA = .02, NNFI = .95, and CFI = .95. Additonally, the factor loadiog all tems are
significant (p< .01), and the Composite Reliability (CR) anetrAge Variance Extracted (AVE)
values for each latent construct are greater than d’B@nrespectively (Bagozzi & Yi, 2012).
Table 2 presents summaries of descriptive statistics nedcionstruct correlations for each
construct studied, all of which have sufficient constmaditibility (as shown by their respective CR
values), and discriminant valdity (as AVE values facte multi-item construct are larger than the
squared correlation between any pair of constructs; anss-loadings and correlated error terms
are absent from the CFA model (Bagozzi & Yi, 2P{see Table 1). Thus, we are confident that our

measures are valid for theory testing purposes.

Table 1 and Table 2 about here

Although our dependent variable came from a source different the independent variables
and mukiple time points, we checked for a possible influeoceommon method bias (Podsakoff et
al., 2003). We estimated three competing bias models: Method \emvastimation of a method-
only model in which all indicators were loaded on a singkent factor. The fit indexes (i.e., Chi-
square (x%) = 4,909.481; df = 779; RMSEA = .159; NNFI = .33; CFI = .36) produced a poor-ftting
model. Method 2 was a trait-only model in which each indicatas lmaded on its respective latent
factor. The results showed excellent modelyft(df) = 832.16 (769); RMSEA = .022; NNFI = .95;

CFl = .95. In method 3, a method and trait model was estimatetvimg inclusion of a common
13



factor linking all the indicators in model 2. Results shovera significant improvement in model fit:
¥2 (dfy = 832.15 (754); RMSEA = 0.025; NNFI = .94; CFIl = .95. Comparison of the thaalels
indicates that model 2 and model 3 are superior to model 1, anddttiat 3 is not substantially better
than model 2. This shows that no single factor accounts dst of the variance in the measures,

suggesting that common method bias was not a problem in dysisari®odsakoff et al., 2003).

Hypothesis Testing and Findings

To test our hypotheses, several muliplicative intevasti were created. To attenuate for
multicollinearity problems due to our use of product termisyaalables involved in mutiplicative
interactions were mean-centered using the procedure megwlad by Aken and West (1991).
Subsequently, we followed hierarchical moderated regressimlysia procedures to test our
hypotheses. In total, five regression models were estinatddcompared (see Table 3). None of the
regression equations has multicollinearity problemsiatigest variance inflation factor (VIF) is 1.34,
which is well within the recommended limit of 5.00.

In baseline Model 1, only the control variables were modelletheexport sales performance
dependent variable. In Model 2, the direct effect of dysfumatiocompetition was included. The
direct effect of market responsiveness and product innoveisse were added in Model 3. The two-
way interaction terms (e.g., market responsiveness x praothasatior) were added in Model 4. In
Model 5 the three-way interaction term for market respensss, product innovativeness, and
dysfunctional competition was added to the analysis. Frone Talid can be seen that changes in the
R? values are significant (p< .05) for all models; however, M&dghe most comprehensive, with
all variables included) proded the largest Rvalue of 41 per cent. Hence, we rely on Model 5 to
interpret the hypotheses.

An interesting finding is that increases in market resgeness are associated with increases
in export performance (f =.39; t = 6.23; p <.01), and high levels of product innovativeness are
associated with increasésexport performance (= .24;t= 3.55; p <.01). Interestingly, increases in

14



dysfunctional competition do not change variability mn the firms’ export performance ( =.12;t=
1.62; p >.05). The study argues in H1 that high levels of produtatigeness strengthen the effect
of market response capabiity on export performance, and teispportedin the data (f =.14;t =
1.98; p <.0%. The study asserts in2Hhat the joint effect of market responsiveness and product
innovation capabilities on export performance is weakened fiecomes negative) when levels of
dysfunctional competition increase. We find support for higgothesis at 5% significant leve = -

15t = -2.0% p< .05).

Additional analyses

A number of additional analyses were undertaken to furtxplore our findings. First, for a better
understanding of moderating effect relationships, we plottednthractions in Figure 2 and Figure
3 folowing the recommendations of Aiken and West (1991). As showigure 2, when product
innovativeness takes on values above its mean valuespcr@ase in market responsiveness is
associated with a greater increase in levels of expddrpance. Figure 3 shows that at higher levels
of dysfunctional competition, the joint effect of productowetion strategy and market response

strategy on export performandg weakened.

Table 3 about here

Figure 2 and Figure 3 about here

Discussions and conclusion

This study developed and tested a model that depicted theefleict of market responsiveness and
product innovativeness, and the moderating effects of dysioatt competition on export
performance in the developing economy of Ghana, Sub-3eAfiean. Findings indicate that the
joint effect of market responsiveness and product innovagsge ron export performance is posiive

however, this positive effect is weakened (and becometv@gavhen levels of dysfunctional
15



competition increase in magnitude. The conclusions identifiplications for industrial export

marketing research and practice.

Theoretical implications

Export marketing research has examined two featurespoftiey firms market-oriented actiities
that drive performancemarket response (Cadogan et al., 2009; Chung, 2012) and innovatigio (
et al, 2014, Siva et al,, 2016; Sundqvist et al., 2012;). Findings tisnstudy reveal that market
responsiveness and product innovation capabilties drive aumegport performance when deployed
individually, but when they are deployed jointly the alignmendvides industrial exporters a greater
capabilty to boost export market performance. These findingsthaerefore, valdation for calls on
researchers to explore complementarity between multipleorexmarketing capabiities (e.g.
Cadogan, 2012; Mengug Auh, 2006; Webb, Ireland, Hitt, Kistruck, & Tihanyi, 2011), and buid on
extant studies that advocate for the notion that developimgeany frms should develop and deploy
a dynamic configuration of internally- and externallytfeed capabiities to enhance performance
(Lau & Bruton, 2011). Within the context of this study, product innovatgs may be construed as
an internally-focused capabiity of frms to develop and commkze innovative products (Naidoo,
2010; O'Cas& Ngo, 2011).Export market responsiveness constitutes a firm’s externally-focused
capabilty. Thus, while product innovativeness may or maybeot useful strategic approach in
developing-economy markets such as sub-Saharan Afscealite to firms is predicated on using it
being used to deploy market responsiveness capability to conttdpeerformance.

Export marketing research has also included consideratidime @xtent to which the efficacy
of export marketing activities in driving export performansembderated by degrees of competitive
intensity and dynamism in export markets (e.g., Cadogan 20@B; Zou etal., 2003In a departure
from existing approaches to modeling the competitive environnibiat study explored the notion
of dysfunctional competition as a moderator of the joint efiéanarket responsiveness and product

innovation capabiities on export performance. Results shHwmt variability in dysfunctional
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competition in a firm’s export markets does not change a firm’s export performance. However, under
increasing levels of dysfunctional competition the exporfopeance benefits that accrueadirm
from its market responsiveness and product innovation céipabifare significantly curtailed. This
finding confrms a long-held belief among international He&ses operating in Sub-Saharan Africa
that the dysfunctionality of this market tends to workiregaconventional approaches to satisfying
customer needs (Sheth, 2011). Under high levels of dysfunctimmapetitive environment condition,
increasing transaction costs of product innovations mageelxgains in export saleki (& Zhang
2007; Sheth, 2011). This study submits, therefore, that und&natysnal competitive conditions
investments in marketing capabilties may not resuhendesired returns. Examples of this outcome
include Cadbury and Coca-Cola who were forced to close facioriéenya, and Shoprite Holdings,
a South African retailer, to scale back its original paopen 600 to 800 stores in Nigeria to only 12
stores in 2014 (The Economist, 2015). In sum, the evidence fremstinly suggests that while
product innovationmay help boost a firm’s ability to respond to local market needs iobSSaharan
Africa, increasing levels of dysfunctional competitionthis market hee the capacity to deplete a

firm’s export performance. This challenge raises several m@alagad public policy implications.

Managerial and public-policy implications

Managers of developing-economy exporting frms may havecess with developing and
commercializing innovative products in respoitsarticulated needs in other developing-economy
local markets. Findings from this study show that exporteiShana increased their export revenue
by aligning their product innovation and market responséegkea. The implication, therefore, for
managers in sub-Saharan Africa is that success easuned by export revenue generation is
predicated on ensuring thpatoduct innovation capabilities are used to leverage a firm’s ability to
address unique demands and consumption patterns in thesmpidgveconomy markets (Mahajan,

2009).
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Additionally, dysfunctional market conditons have histdhjcadiscouraged international
investors out of concern over potential adverse effect tamse (Li & Atuahene-Gima, 2011). This
concern among business leaders is confirmed in this sthith finds thatathough exporters do not
directly suffer from the dysfunctional competitive conditiin their export markets (perhaps due to
the firms’ competitive advantage of handling similar adverse conditions within their home markets)
increases in dysfunctional competition utimately weaktenbenefits that derive from their export
marketing capabiities. In view of this, we suggest thqoging managers hawveresponsibility to
ensure that when faced with dysfunctional competitio their export markets, market responsiveness
and product innovation strategies should be adjusted to méniradverse consequences on sales
revenue. Firms doing business mbSSaharan African markets need to rethink their overalketarg
strategy by taking into account the reality that consusgending power is low and new product
consumption patterns are fragmented. Firms also need to eiatmarketing channels are in flux
and heavily controlled by vested interest groups (M&it&libi, 2016). Informal social networks are
the conduit through which marketing communication messageslelivered to consumers (Acquaah,
2007), thereby denying frms conventional market-based coivipetipproacksto marketing new
products. A key success factor for firms exporting to thisketa therefore, is an abiity to respond
rapidly to unexpected market changes with new product offerihgs provide simple solutions to
daily consumer needs.

To this end, we suggest that non-traditional approachesndwation (e.g., dramatically
reducing costs by developing products that are affordable apdsime to larger consumer groups)
and innovative access to customers are major driverscoéssl in Sub-Saharan African markets
(Sheth, 2011). Some frms inul$Sahara African markets are forming informal alianeeth local
vendors and local governmental and non-governmental agenciesrease consumer adoption of
new products, thereby reducing the adverse effects of diiefoal competitive activities on their

performance (Spivey, Woods, Lamiaux, & Hil, 2014).
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Public policy makers working to create business-friendlyir@mments in 8b-Saharan
African marketscangain foreign investoisconfidence by providing a fair opportunity for investors
to extract economic value for their investments. Thia lba done by assuring investoes firms’
observance of functional competiti regulations. A major implication, therefore, is that
strengthening business-supporting institutions such as ao@meourts and industry promotion and
regulatory bodies (e.g., Ghana Export Promotion Authority ahdn& Investment Promotion
Centre), and enforcing existing laws that govern industehaviors can help reinforce investor

confidence in 8b-Saharan African markets.

Study limitations and direction for further research

Although this study expands knowledge on export marketing imdssso-business contexts, the
results should be taken as tentative for a variety obnsagirst, one may argue that although
exporting is the most popular mode of internationalizationorg small businesses in developing
economies, small businesses that use other modes oftioeamhaoperation (e.g., joint ventures and
foreign direct investment) could formunique cluster and context for future research. Theenait
these alternative modes of international operation maylistasitially different from the exporting
mode explored in the current study.

Also, we acknowledge that this is a single-country studydumiad in a relatively small ug-
Sahara African economy that is under-going significantigadl economic, social, and technological
transformations. While the transitions which are swegghrough many African markets are similar
(Acquaah, 2007), the pace of such transformations are dieeddhe size of these markets vary,
providing different degrees of opportunty and challenge to firdsfruitful avenue forfuture
research, therefore, may tmeexamine the extent to which export marketing capabilties further
conditoned by degreesf marketization and size of firms’ host and home markets.

Third, the channel through which export marketing capesbiiinluence export performance

is the subject of future research. For example, one may algi marketing program execution
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effectiveness (e.g., adaptation versus standardization)mediate the effect of market response and
product innovation activities on export performance: that tiee extent to which market

responsiveness and product innovativeness are successfubemga their effects on degree of
adaptation or standardization of marketing programs and fihetcexigencies of particular export

markets.

Fourth, exporting businesses may take on strategic markaipgoaches (e.g., technology-
oriented or institutional networking-oriented approach) beybaedwo capabiities examined in this
study. We suggest that future research should examineothew firm capabilties may interact with
marketing capabilties to drive export performance.

Fifth, it seems that mulinationality may be interactingth the main-effect variables
examined in this study. This raises an important questidmow a propensity to engage in business-
to-business operations effects developing-market firms thaanaevinnovation capabiities to
respond to multiple export market needs. We suggest the¢ fuksearch might draw insights from
international experiential learning lterature to expldne research question.

Finally, whie this study folowed previous studies to captysfunctional competition with
perceptual measures (e.g., Li and Zhang, 2007), an alternafpjgoach to measuring the
dysfunctional competition construct may be to use an ,ndegh as a target country's Corruption
Perceptions Index from Transparency International to calculate their distance from a firm’s home?.

In fact, this alternative approach may help valdate ¢hesting perceptual measure of the

dysfunctional competition construct.

2 We thank an anonymous reviewer for making thisfuiseiggestion to us.
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Table 1. Details of measures, standardized factor loadings, réjaldsts, and fit statistics

Standar dized
Item description factor loadings CR AVE
Product innovation intendty (adapted from Boso et al ., 2013) 91 T7
1 = notat all; 7 = to an extreme extent
-Our business has produced more new products/services for our emerging markets than ot
emerging market competitors. .89
-On average, each year we introduce more new products /services in our emerging tinanket
our key emerging market competitors. .88
-Industry experts would say that we are more prolific when it comes to introcesing
products/services in our emerging markets. .87
Product innovati veness novelty (Boso et al ., 2013) .89 74
1 =less than; 7 = morethan
Relative to our main emerging market competitors, the products/services nia offe emerging
market(s) are:
-Revolutionary. .86
-Inventive. .78
-Novel. 91
Market repons veness (adapted from Chung, 2012; Cadogan et al., 2009) .81 .59
1 = strongly disagree; 7 = strongly agree
-In our emerging market operations, we are quick to respond to the local needs of our custc .70
-In our emerging market operations, we rapidly respond to local market conditiodapgiing
our market offerings (e.g., product design, prices, and distribution). .81
-In our emerging market operations, if a major competitor were to launicheaisive campaign
targeted at our customers, we would implement a response immediately . .80
Human resource capacity (adapted from Subramaniam & Youndt, 2005) .89 .66
1 = strongly disagree; 7 = strongly agree
-Our employees are highly skilled in emerging market operations. .66
-Personnel in our company are widely considered the best in our industry. .80
-Personnel in our company are creative and bright. .78
-Our employees are expertsin their particular emerging market radesirzctions. .90
-Our employees develop new ideas and knowledge for our emerging markets. .88
Dydunctional competition (adapted from Li and Atuahene-Gima, 2001; Li and Zhang, 2007) .85 .58
1= notat all; 7 = to an extreme extent
-Unlawful competitive practices such as illegal copyingof new productarmon in our 66
emerging markets.
-Counterfeiting of our products and trademarks by other firms is widespread in our emergin¢ .79
markets.
-Ineffective market competition laws to protect campany’s intellectual property are prevalent .85
in our emerging markets.
- In our emerging marketshe selling of unbranded products by other fifsnan accepted 77
practice.
Export market competitive | ntensty (adapted from Jambulingamet al ., 2005) 71 .52
-There is substantial competition among firms in our emerging markets. 74
-Ouremerging markets are noted for competition betwiges. 74
-Competition in our targeted emerging markets is cut-throat. 88
Perceptual export performance (taken from Cadogan et al., 2009)# 91 .76

1 = worse; 7 = better
Compared to your emerging market competitors, how well has your business performed?

- market share growth .82
- sales volume .96
- sales growth .81
Goodnessof Fit Statistics

%% (df.) yidf.  p-value RMSEA NNFI CFI IFI

832.16 (769) 1.08 .06 .022 .95 .95 .96

Note: R = Reversed coded item; CR = Construct Reliability; AVE = Average Variantacted; a = Not significant at 5%.

# = this was used to validate the objective export sales dafarabustness tests
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Table 2: Descriptive statistics and inter-construct correlation

Variables Mean SD 1 2 3 4 5 10 11 12
1.  Export Function} - -
2. Industry Typei - - -.01
3. Firm Size# 233.34 147.21 -.07 .23
4. Exporting Experience# 41.18 2953 .07 -04 .11
S Muttinationality# 43.92 1628 .03 -03 .01 -.02
6. Competitive Intensity 402 1315 -03 -08 .09 -.09 .08
7. Human Resource Capacity 447 1210 -05 -03 .12 -09 -17 .16
8. Market Responsiveness 463 1043 -11 -01 .08 -.08 .05 24 .16
9. Product Innovativeness 462 99 -03 -04 04 -01 -4 05 25 .10
10.  pysfunctional Competition 483 121 -06 .15 .00 .01 -02 25 .14 31 .06
11. perceptual export sales performance 459 108 -08 -06 .11 -.06 .03 25 .26 .51 .26 31
12. Export sales (in ,0000S $)# 8802 10421 -06 -06 .12 -06 .02 24 B 47 22 27 .76

Note:N = 162; * p < 0.05; ** p < 0.0Y2-tailed test); SD: Standard Deviatioh= Dummy Variable; # = Natural logarithm transformation was taken yrelations .15 and above are

significant at 5%.
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Table 3: Results of hierarchical moderated regression analysis

Dependent variable: Export performance (T 2)

Predictor variables(T1) Modell  Model2 Model 3 Model 4 Model 5
Control effect paths
Export Department -0.08 -.071 -.06 -.04 -.07
(-1.01) (-.94) (-.75) (-.58) (-.95)
Industry Type -0.01 .020 .06 .05 .07
(-.14) (.26) (.77) (.60) (.96)
Firm Size 0.02 .008 .02 -.00 .02
(.24) (.10) (.25) (-.01) (.32)
Export Experience -0.07 -.08 -.08 -.08 -.09
(-.86) (-1.04) (-1.13) (-1.04) (-1.24)
M ultinationality .06 .06 JA2% .16* A7*
(.82) (.94) (1.92) (2.24) (2.26)
Competitive Intensity 0.13* .10 .06 .07 .02
(1.69) (1.33) (.80) (.88) (.21)
Human Resource Capacity .20%* .19** A1% 12* A3
(2.87) (2.85) (1.75) (2.05) (2.13)
Direct effect paths
Dysfunctional Competition (DC) A5% 14 2% A2
(1.73) (2.79) (1.89) (1.62
Market Responsiveness (MR) A1** A0** 39**
(6.71) (6.47) (6.23)
Product Innovativeness (IN) 23** .20%* 24
(3.65) (3.06) (3.55)
Two-way interaction effect paths
INXDC -.13* - 147
(-1.99) (-2.16)
MRxDC -.02 -.04
(--35) (-59)
Hi: INXMR .15* .14*
(2.28) (2.98)
Three-way interaction effect path
Hs: INXMRxDC -.15*
(-2.01)
F-value 4.79** 5.80** 12.04** 9.94** 9.66**
R? 14 19 .38 .40 41
Adj. R? A1 15 .34 .36 .37
AR? - .05** .19** .02%* .01**
F-value of AR? - 14.06** 30.31** 2.20* 4.03**

Note:f p < 0.10; * p < 0.05; ** p < 0.01 (2-tailed tesd)= critical t-values are 1.65, 1.96 and 2.33 respectively;
Standardized coefficients are reporedlalues in parentheses).
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Figure 1: Conceptual framework and hypotheses
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Figure 3: Interactive effect of export market responssgenand product innovativeness and

dysfunctional competition on export performance
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