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A STRATEGY MOUDEL FUR EXPORT MARKETING *

Nikhilesh Oholakia
and

Rakeéh Khurana

1., Need for an Expcrt Strataéy Mogel

The development of exporte, especially of non—traditional goods,
is a major componant of the gconomic policies of many Third World
countries, including India. Successful export programmes have to be
based on sound product-market strategies. In this paper, we develop
a system of screening products and markets for exports by an exporter
in an underdavaloped country facing a highly competitive world market.

jggiﬁgre delving into the conceptual basis and the specific
structurs of the model, some commsite on the relationship betwesn
sxport policy and economic desvelopment ars in order. While sxports
assume a critical transignt impertance in an economy starved of foreign
gexchange, it is not necessarily true that a growth policy based hgavily
on exports will meet the long—tsrm political and economic objectives
of “most Third World countries. As Amin (1974 ) points out "{i)t is more
to the (underdsveloped) country'e interest to develtp those bunches of
production in which the greatest U(internal) progress is possibley and
to subject ite cholces, where foreign trade is concernud, to tho
priority reguirements of this kind of development. The trading aoptions
thus decided on will have to be modified at sach phase of devalopment™ (p.46).
Thus exercisee in wxport stratsgy at micro lgvel, such as the one _ ‘
attempted in this paper, will contribute to macro goals only when the
axport choices are coneciously subjected to ths socio—sconomic reguirements
of the domestic development. With the backdrop of this caveat, ws would
now review the conceptual iscues underlying export trade flous.

The subject of trace flows - megnitudes, directions and composi-
tion = is covered by the sconomic diecipling of intgrnatiunal Trads
Theory . Marketing writing in the area uf intyrnational trade has
focused on marksting planning (Roct, 1966 ), communication and cultural
problems in international marketing (Hall, 19593 Zaltman, 1955), and
multimativnal busingss practicss (Farmer, 1965). But ngither econcmics
ner marketing offsrs us & formal masthod for develooing export strategy
Ffor the individual martketor who wants tu explore the possibilities
for expurt. By strategy we mean the dirsction—finding sctivities liks
selecting th. best product—markets, deciding on the best gruowth
trajectory and the dynamice of these {(Anscffs, 1965). Truz, thess
decisions ars made by &1l the corporaticns which gnter th. expurt arena.
3ut the ducisicn is very often ma2de on the basie of tuop management
hunches or by the emulation of uthur successful expurters., Having
taken the ksy decisiun un wheTe tu sxpurt ang what to export, one may
srocesd to du a very swphigticated analysis in the arsas of pruduct
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planning, pricing, promotion and distribution {though in the under—
develuped countries, even this is nut dong tu any degres of satisfaction),
But in duing so the marketer restricts himself tu the best he can do

in a givgn pruduct-merket zrefa — he suboptimizes. We bslisve that

a lot more is pussible in terms of analysic in the erea of wxpurt
strategy furmulaticn itself. e need methods which can not only tell us
what thz best product=market uprnortunitiss are for 2 marketerT desiruus of
exporting, but can alsu give us some idea uf what trajectoury, cver tims,
shuuld the product-market mix of the marketer fullow tu remain uvptimal

in a werld where competitive profiles are in constant flux. The model
presented hure is designed to fulfil this need. It is su designed |

that it can use secondary data easily available tu the {putential)

expurt marketer in tho undercdeveloped countrics who gensrally douss not
have access tu sophisticated market resserch data. Befure we gu into the
concgptual framswork of the mudel, it will be a2ppropriats tu revieu
brigfly the relevant concapts of international trade theuory used in

this mudsl.

2, Cuncepts of Inturnational Trade Theury

Internativnal trade theoury is conecerned with explaining the
directiun, amount and cumpuosition uf trace bstwesn countries. Tradi-
tiuvnally, gumparative custs have been cunsiderwed the basis of inter=
nativnal trade. As originally furmulated by Ricardu, the intsrnativnal
trade mudel assumes the 'labuur theory of value', which hilds that there
is unly one pruductive factur of impurtance as far as the value of
a commodity is cuncerned and that is labour. A mere mudsrn anproach .
ig the 'oppurtunity cust theury' of Haberler {(1935). This thaury
maintains .the relative prices of different commudities are determined
by cost differentials, the latter bsing determined by the coust of
alternative productiuvn foregoneto allow for the production of the Cummudlty
in question.  Thu comparstive cust anproach has been cperzticnalised
in the so=called Heckghhur=dhlin medel of the emergence of inturnationzl
trade Gmckshur, 1919: Ohlin, 1937}, Hsller sums up the essence uf
this model as fullowss

Given identical preduction functions but different factor
gnduwments between cuuntries, a country will tend tu

expurt the dummodity which is relatively (tu the cther cummodity)
intensive in her.relatively (tu the other country) abundant
factor (Heller, 1968).

Gn the bases of thess theuries, we would expect the expurts of
devslupsd countriss to be capital-intensive (e.g. suphisticzted
machinety, electronic eguipment, incustrizl chemicals ) .and thuse
of relatively underdevcluped countriss to be labuur=intensive
{e.g. textiles, food products, handicrafts). Howsver, empirical



support for the Heckgcher—0hlin m.~gl is & ‘mixed une (Bhardwaj, 19%62)
ane tha reasune fur this dppo3r tu be the folluwings

(2) When applied to the aggregate impurts anc exports of
a country, the mudel may not be valicater because soms
inpoustries may bo able to oxpluit factur advantagss while
uthaTs may be preventec from duing su by a variecty uf
tariff and tschnulugy cunstraints,

{£) while the nature of faetor endLuments scts 2s a motivation
for expurting certain pruducts, the realisation of these

pexports depenrds on several noa~tra~iticnal foctors, ssbecially
thuse related tc the availability of marketing and tzchnclagical
axpeTtisc. ) :

(c) While the Telative facter enduwments may favour the
expurt of a certain commocdity from une country to anuther, the
actual rsalisatiun of the expurt will depend on the size of

the market in the target cuuntry. For example, United States
and Switzerlangd may have very-similar factor encdowments relative
tu an underdeveluped cuuntry, but what the underdeveluped
country can expurt tu these countries will alsu depsnd on the
size of the twu markets. a

In fact, an entirely different appruoach tu internat ivnal trade =
the Walrasian apnruach - consists of explaining intezrnatiunal trage in
terme uf femand equatiuns using markst size variables. Thesoe eguations
relate tho aggregate demand in a certain country for the pruducts of
anuther country in terms of rslative natiunal products of the
two countriss, the relstive prices uf thu goods in the tuu cuuntriss
and the cwst of trznsportaticn between the tuu countriass. Certain quasi-
Walrasian models have bewnicevelipse which explain intercuuntry trade
flous by ueing nzti.nzl incumes, pupulaticns and intsrcuuntry distances
as the explanatory variables (Linnemanm, 19553 Tinbergen, 19%2).. 1In
contrzst tJ the cumpzrative cust appruach, these mudels do not treat
factor orices as explicit variables = the factur advantages are implicit
in the market size varisblss like natiunzl income and pepulation.

3, Cunceptual Basis for an Exoort Strategy Model

B

The muruls Uf internztionzl trace described are ussful fur
explaining agytegote trace flows buiucen countriss, Huowever, they o
mut help the indivicual marketer to dstermine the ororuct=marketl
cumbinatiun opotimzl for hime The medel we Drupite Nele ig basert on the
qremice thet b.th comparative factoer advantages and market sizg
variables are important in deteTmining -an Ccptimal exourt strategy.

The concept '0fF 'factor' ie usued in 2 bruoader sense tu includs
managerizl, marketing anc technelegy Pifferentials between cuuntriss
bocause we b:licve that the tracditicnal econumic facturs &Te inadeguate
by themszlves. The cunceptual basig of our mudsl can bs summed UD

by the fulluwwing sut of oronusitiong,



Propusitiun 12

4 -

Ths best rrucduct=market mix fur an exnurt

marketar is a functiun of the competitive advantage heg
can gat fur s nroduct-market combination vis=a=vig the luga]

marketers in the ¢

arget country ang of the wxpurt putential

of the targst m=rket,

Proopgition 23

The gumpeticive agvantage of wxourter E fur

nroduct Poin market M ig the. ratig of the tutal cost to the
tynical markster in country M of making that pPruduct offering

in markgt Mty the

tutal cost tou exporter E of mekRing an

exactly cumparables product uffering in market M,

Illustraticnt Consicder three sxpurters = che sach froum
Korea, Japan anc the S = trzying tu sxnurt transistoup
radicd tu Canada, The cumputit fve advant .ges of the
thres expurters are detzomined nut only by the relative
production custs, butalsc by the relative custe uf
technology. and marketing tu the threo gxporters, Thus,

the Kurgan expcrter m2y be able tu use very luw cust
labour but tu make a transistur radio of a qguality

comnarablas tu that of the Japanese sxpurter may cust
him 2 lot in terms of buying {or developing his wwn)

technulugy.

Again, the Kurcan ans the Japaness exporter

may have an edge f{relative tu the 6 exportsr) in terms

uf- labuur

»Costs but the marketing costs thsy woule

ingur in plocing @ comnarable transistur radic on thg

dealer's sh

high.*

elf in a store in Montreal m2y be relativsly
It is impurtant tu note that to the consumer,

tuu priducts ufferings are cumparable only ang unly

when they rgpresent similar nroducts with similar

priceg and availability cehocitions and suppurted by

gimilap agvertising and sromutiunal effo £ .

Propueitiovn 331 The gxport nutential of market M to exnurter E

is a functiun of tho relztive GNPg and pupulaticne of the two
ceuntries 2nd uf the rictanecg Botween the twe countrics. To

comhube expurt

potentials, we ghall usc the furmula develouped

and empirically,validater by Linnsman for intercuuntry trade
flowe (Linneman, 1955 ): '

- X2

b b G
3 YT 1 Y2 2 P 12 ' -o-o-""(A)

N1 d‘] N2 d2_ a

Dg2

slls. zrg excluding the variationg in marketing custs due tu differential
transpurtatiun cousts because these z2rte accuunted for by the expurt

putential factor,
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X12 = Trece flow from c_untry 1 to country 2

¥ | = groes naticnal ~roduct in re2l terme

i = Ponulaticn

012 = Distance betwe.n cuuhtry 1 and country 2

912 = Tradu pruferunnujfnctqr fur countrTics 1 & 2%
as b1, bq, Cs d19 dq, g are knuwn constants.

Prunugitiuh 43 The rolative importance of the cumnetitive
advantage and exoort nutentital facturs varies with tynes uf
prouducts.

5f§1i;ﬁ§§%atiunl MExnort nutential®™ factor is relatively

* impurtant fur thuose products which reqQuire 3 large
vulums to achisve pruper scale sconumice {s.g. fuud
nruducts ), ur pruducts which have a high trangnurtation
cust ~er unit (e.g. autumobiles). Un ths cther hand,
%oomostitive advantage™ is relatively important in
citvations where the usttal. size of the escale is une
ynit only to each customer = 2.Q. comnuter systems,
powsr plants, steo.

We suggest that the relative weighting of the twe facturs be
dong judgemsntally by the expurter. Ue chall agsume that the
expourter wants to selact:ihis gxport procuct from a certain
broad class of nruducts such that the relative impurtance uof
‘competititve advantage' and 'oxpurt putentital? is cunstant
acrues thie class of mruducte. Thig is 2 fair assumption
because the incividuzl exncrter thinke in termg uf a set Of
nruducts which is boundered by his 'cuncupt of hig business's.

4, Structure uf ths Exnurt Strategy Model

The moesl pruntsed hers uses both factor cust=relstsr and market

sizo=relatec variables ae innuts. The fourmer sct of viriaobles inecluces

»% Yo chall sxclude this factur frum .ur m;Hel fur tww Teasunst

1

2.

Iin an 2 pricri analysis of axnurt strategy, we du nNut have any
idua of which countries will finzlly emerge 3s the best
matkets fur tho oxturtsT. ]

The creference natterns in the world are changing all the time
~fe thoese in existence whsen Linneman made his analyeis nu
lunger hold togay.

Inetezd, we suggest that after hoving Ubtained 3 sobt of beost pruduct-
markets, the wx-uTter can wxeToise his jurgemant as tu eliminate ur
ungrare seriain markete according tu tha srevziling state of tracde
preferences . - '
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factor prices in varicus target countrics ane ranges of factoer mroupur-
tiuns (reletive tu unskille? lsbour-hour = 1) which the exporter wants
tu investigate. The latter sct of variables includes GNPe, pupulatiuons
and cistances of viriuus target cuuntries under cuneideration. The
vutnut of the model counsiets uf bast aroruct=market cumbinstions on

the basis JF competititve advantace 3s well asg = ranking of targust
cwuntriss by their expurt notentitale, Using this infirmatiun, the
expurt markster can arrive at the best srocuct=market combination that
offers him both a high compstitive advantage and a high exnurt
nutentital. As menticned sarlicr, the coNe=nt of Yfactor® used in this
mucel le brosder than the uns used by esconomists, The fulluwing arae
the main reasons for thiss

{a) The unnibus categely of 'lsbuur' deee Mot give an accurate
picture of the cumpetititve advantages resulting from
labour cést. The relative arices of skilled and unskilled
labeur are different in develu-ed and underdevelopad
countrigs. Generally speaking, skilled zne technieal
labuur - on a basig relstive tu the unskilled labour wage -
is mure expensive in underdeveloned countrivs than in
2eveloperd countries. Alsu, the manufacturers in wnder-
devizlopes cuuntrics often have to train whole or part of
their technical labuur fuorce abruad. The cust of training,
properly anpurticned, shuuld be comsidered as an increment
in the technical labuur wage for the Turpuses of comouting
factor advantages. Thus, we ses that differentials in
labour cests influence cumpetitivs advantages of various
products, depending uvn their technical lebuur~intensity.

(b) The cust of canital is 2lgo noh~humogeneuus in an unde T~
develuned country. The cost of canital requirsd for high
technoclugy equinmgnt, gspecially for eguipment that has
tu be impurted, is 8ffectively higher than cust of other
investment or working canital. This is sb becausg of
difficulties in obtaining foregian exchange, impurt dutiss
uh capital scuipment, ovoerall high pricus often p2id for
fireign tschnology because of limited purchasing eluwut,stc,
Thue, tu meke things compazrable, the wxpnourter in the
underdevceloned country must imoute a higher cust to tho
'technulogy' cummunent of his czpital.

{c) Since we ars talking uf total procuct offerings (involvipg
marketing effort) rather than mere physical nroducts, we
must cuneider marketing labiur as a cistinct factor.

The expurt marketer in 2n uncerdevelonad country may uften
have to rely partially cr wholly un a2 foreign =based
marketing cperstion fur marketing his nrusuct. This
recuces the competititve edge of the markster comparsd to
wh3t it would be if he used 2 cdumastic~based (and naturaily
chuaper) martketing uncraticn.

Becauss of the fureguing rezsons, the moedel aropuserd here uses five
facturs fur the nurpuses uf computing cumpetititve ardvantage. Thass
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aret wnskilled l13buuT, tachnical lzbuur, ang marketing labours
nontechnolcay capital anc tachnululy canital. The cumpet it itve advan-
tage for any tzrget country and any facter cumbination is calculated
by using ths fermulat

et N P
12 o (G (5,3)

c(5) =

. 3 Vn .l.b..."‘(a)
S Doy Do
o e (B).F ()

\ ces t S
whers C(j; = fCumnctitive acdvantcge fur j h fzetur cumbinatiun

. . .t _
p(la = Priceg uf 1 h factor

. .t . . .
QAmifw'ffl,j) = Amount of 1 h factur in the jth cumbinztion
(rclative tu unmskilleg labour = 1)

T = Sunerscrint for target country
D = Sunsrecrint fur dumestic country
n = Numbzr of factors.

The assumption, of course, is that facter integnsitiecs for 2 nroruct

are the same in all countries. This is fairly true for most manufactursd
sroductsy though it is 3 questicnable assumntivn fur mest cummoedities

and semi=nrucesest D008, For the latters therg is uftsn a gourt deal of
factor substitutiun pussible.

Now, we are ready to describa the stup=uwiss orucacure for deve loping
an expurt marketing strategy. i.g. for determing the best nrocuct-markst
comb ination fur a marketer whu is cuhmsiceriny ex~urt alternativese

T a4 list of tzrget countries that the marketsr wishes tu
; cunsider is develossc. :

2. Ramges Jf factor luowels to O cuneidered 2re develiPed.
For example, the m2Tketer cai dgcice he will not cunsider
rroducts involving less than'$2 of technulugy=canital
peT unskil}aﬁ labour=hour a2hg 2lso nrocucts invoelving
mure thed o5 of dschnclogy=eanital BeT unekilled labour=
hour. Simiil:rly, rangss for other facturs are fdeveluied

using ungkilled labuur=hour as the basu. These gstimations

can best bs fune by a committee oF inruetTizl economists
with innuts frum cernoTzts mlanning, marketing and
srodustion cupzriments. '



Factor nrieces of 21l the factwrs fur all the countries
arp determings or gstimated. For example, Muftechnulogy
canitzl in a gertaln underdoveloned couniTy may have a
nrice of 126 = tho short term interest rates fuor

indwe trizl luans. Howesver, Fur tgchnology casital, the
exporter may ard an average of 4% tu reflect the higher
~rices, import cuties stc. that he has tu pay fur high
technology equipment. In a like mannesT, marksting
labuur price shuuld reflect the fact that a part ur vhole
of thz markegting operation may be fureign=based and
technicsl labuur prices should reflsct the denresciation
in the investment mars in training {(sume or all) of
technical personnel abroad, if such bDe the cose.

The ranges of factur levels spucificd in step 2 arg divided
intu small intsrvals. Picking up une velus frum each
factor renge yislds une combination of facturs 9nd curres=-
ouNgs t: ons darticular pruruct. Competitive advantages
for gach factur coumbinztiun for e2eh target country are
now coumouted using formula (B). Than, the bset factor
combinztivns, viz. those which yield the hichest valuwss
of the competitive agvantoge measure are picked up. These
factyr combinatiovns represent the besi products for expurt
and the target cuuntrins asscciatod with them resresent
the best markete frum a cumpetitive advantage point uf
visw. This step would nuomally involve several thousands
uf cumout-~tiune znd requires the use of a computer simula—
tion rpuutine that Ysezrches' the sntirg grid of factur
cumbinatiuns to determing the best competitive advantage
values . -

Next, the exnurt potentital of c2ch target country is
determined by caleculzting the tracde flow medsure whan
trade is assumer to opeur from the exnorter's humecountry
te the taryst cuuntry. This is dunp by using the trade
fluw equatiun (A}. The target countriss are then ranksd
in the order uf decreasing sxpurt potentitals,

The cuUtouts of steps 4 and 5 arz now pressnted to a
committes in ohorge OF corThor2te stoatsgy develounment.

This committes uses the wutput of step 4 as the basis and
modifics the rankings of the product-markets in this list.
denending un whether or not ths target ccuntriess ranked
best oh 2 competitive afvantage basis alsc offwr sufficient
exnort potential (utput of step 5). Thus & revised znd
final list of bast nroduct-markets — Teflecting buoth
cumpetitive advantage anrd export. putential adequacy - is
drawn un,
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7. The committse of indUstrial pconomists, which established
,thﬂ factor ranges, 1s now asked tu imterprot the factor
"cumblnatluns in the finmal list and gsfine the closest
nrogucts these factur combinations curresnond ‘to. Based
on these interpretatiuns, the chief executive and the
strategy commitiee cah now sslect the ons or more best
oroduct-market - camblnatiuns to which “gxport ef furt shuuld
be dlIECtod- ‘ '

[

5, sL:m;fﬁé'stJltg of ‘thé Strategy Model

‘To test the workings of the mocel, a hypothetical data bank was
used. Tha data rwughly correspond.tu a situatiuvn in.which a mamdfacturer
in a very: pepulous underdevalunped cuuntry is lnuastxgatlng pruduct-
market optiuns for expurt. .Uf thg fivg target countrieg hg is considering,
four are relatively cevelopned countries and cne is a relatluely less
deuelomedégut ~also lass populuus country. Table—1A shous the insut
paramagggﬁ ?Dr ‘these countrigs 7 gqpulatluns, real naticnal products,
et €a from the expdfters cudﬁEry. ‘ang fdactcr prices for various
factors. Table=1B shcws the factur-rvanges that the exporter wishes
to congidar. For example, e wishas to cunsider products. invulving frofi
.005 t. .O35 hours of marketing labuur per hour of unskilled productiun
labour. This table alsu ghuws the Pumber of intervals in each factor

ranga at which compstitive measure "is tu be cumputed. "

Table-]ﬂituuntrx-mise input datas

Country Pop.. GNP~ Dist,' ~  Costs of facturs
No. (mil.) = ($bil.) (000 mi.} zabor Cap. Tech. Tech. Mkt.labor
S ' (®/hry. ®) cap. 1gbor ( $/hr.)
, S ®)  @/hr) |

1» - 580 55 . o.o 0.15 ..12 .15 0.7 1.3

27 74120 250 9.0 1.00 .075 .08 3.0- 3.3

3 60 140 - 9.5 . 4.80 0,080 .09 3.7 4.2

4 50 - 150 10.5 2.20 ,070 .08 4,0 4.5

5 210 1100 14.0 3,00 .060 .06 5.0 7.0

6 30 15 6.0 1.0 1.5

0.20 .100 «15

*expurter s country

Table=1B Factur*ranges congidered#*

Rang .

Factor Unit=measure From %u Nu. of intervals
Labour hour 1.0 1.0 0

- Capital dollar 3.0 6.0 10
Technu%ogy dollar 2.0 7 5.0 . 10

canital

Technical labour  hour _ ' 0.02 0.06 10
Marketing labuur  hour 0,005  0.035 10

#A11 figures un thg basis of une hour of unskilled
labour.
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The outputs of the siMulaticns using the data of Tableg=14
and 18 are shown in Tables-2A and 28, Table=2A ghuwe four best product-
markets an the basis. of competitive advantags, i.e, these are thg,
product~market combinatiuns which yislded tha four highest values of
the competitive advantags measura. \The results land themselves to sume
very important interpretatichs. Firstly, all four producte=market
combinations feature country no.5 = the must devsloped country in the
list considered, buth in terms of total incoms and per capita incoms =
ag the best target markst., Secundly, the fappop,aombinatiung indicate
products which have minimal capital intensitiss-but - which maks Jemereus .
use of technical and marketing labour. Thisg has important dmplications -
for aéuarai_Unﬁerdeualbpsd”éountrias'which are capital-starved but which
have an increasing number of technically and managerially traired '
personnel available. ‘Such countrise tan very prufitably export skili-
intensive products {0.9. edmputer softwars, elbctronic equinment, batch—
pracsssad'iaboratory chemicals) to developes countries, ’

: . Cui et@fiﬁe Advanta e
Ecuntry L - . - Factour Proport ivnhs

Labuur * Capital Tech. Cap. Tech.lab. Marketing Lab.
5 1.8-. 3.0 2.0 .. .06 .035
5 1.0 3.0 2.0 .06 ‘ w032
5 1.0 3.0 2.0 ' {56 .035
5 1.0 3.0

2.0 08,029

Table 28 ghows tho rankings of all the tafgﬁﬁ countries by thbir-export_
puténtital aseumpited by formuls (). Once ag2in we ses that the mors

developed countries “offer congiderably more export potential than '
lessef devaloper cuwuntriss. Fur instance, country no.5 which offered the
best competitives advantage fur certain kinds of products also uffers the
best export putential.: The implication fop the expurter is that his
marketing effurt will have greater payoff and lesser disruntive effects in
a developsc country like country 5 than,say, in a less developsd country
like country 6. )

1

Table~2B: Rankings of target cwuntrics by export potentials

. Rank Country No. Export potential measure
1 5 1.29 B
2 2 a8 T -
.3 4 3T
4 3 37
5 B 0%

6. Summary and Appraisal of tha Mudel

We have triscd tu pressnt a systematic approach which can b%}used
by a putential exporter to determine the best product-market combination
for the purpuses of export. UWe belisve that this apprnach,wuu;d ba
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pspocially useful to uncerdevelooed countries which lay counsiderable
emphasis on sxports but usually fail tu carve wut any significant niches

in the gompetitive world markets. The anpruach presented here attempts

to select optimal product-market combinatiuns based on tuwc criteria.

First, the product-markst selecter should offar a distimctive competitive
advantage tu the sxpurter in terms of significantly lower cumparative costs.
To make comparastive custs mure realistic, we sujgjest tha inglusion

and explicit treatment of tuu non-traditiovnal facturs which gou into the
making uf 2 total nruduct uffering - technclugy and marketing. The
sacond critericn fur sslzcting an uptimal pruduct-market is the 'exnort
putential' of the target market. The selected product-market should
uffer a significant exnurt potentital (which we cafine in terms of certain
market-size variables) uthurwise tho exporter woule nut be able tu
achicve an ecunumic-volum@ of sxpurts without triggering off dangaTous
competitive ang proteciionist reactivnist rw2ction froum the target country.
The aprrusgh prasentsc in this papcer is bascd upun the ability of the
gxportgiﬁ%a’ﬁake a vory fing interpretotion of factor intensities. The
_ptpe® of the mudel is in terms of factyr combinstiuns-uhich have tu be
%ranslate” in terms of actual prucuct ufferings., We feol that this task
should nut nrove beyond the capabilities of experienced industrial

ghginesrs and scunumists. Cumparative inﬁustry-stﬂdiés could be 2 big

heln in interpreting factor combinaticns as procuct’ offerings. A rather
strong assumptiun of the midel is the cunstancy of factor intensities across
countries. While we believe this to be true for most manufactured

products today, we alsc fecl-that in the nut-too-distant future many
uncerdevelonsd countries will bogin to swvolve indigenuus techhnologies

gquite differeht from their capital-abudant cuunterparts in the develuped

/

world. So long =3s we can assums a systgmatic variatign in faetor intensities

(s.9. all nruducts manufactured in Indunesia will be 10% more labour=
intsnsive than all courrsspuonding nroucuets manufactured in developed
countriss), vur model can be sasily mucdified tu handle. the situaticn. In
case we cannet assuma such éystamatic variatiuns in technologius, wa

have to fall back ufi jucdgemental methods whers the notential expurter has
tu makz a case~by-case analysis of a handful of pruduct—market combinatiuns

he fecls are the best. :
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