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ABSTRACT
Objective: The objective of this paper is to provide a deeper insight into the main
characteristics of Hungarian exporters between 1999 and 2013.
Research Design & Methods: The text addresses the questions how exporters can be
grouped according to their export performance, what kind of groups can be
identified, and what their main characteristics are. The research is based on
Hungarian Competitiveness Research of 1999, 2004, 2009, 2013. Cluster analysis was
selected as a key research method.
Findings: Four different clusters were identified. The most successful export-oriented
companies produced more than 60% of export revenue in all databases, they had the
highest export revenue, highest export intensity, and their profitability was over
industry average except in 2009. Significant differences can be observed between the
two groups. Leading minor exporters had significant higher profitability and better
operation than minor exporters.
Implications & Recommendations: The implication of the research can be beneficial
for both those studying exporters and the firms themselves. The research suggested
that lower price is a less important success factor than quality, relationships, fast and
flexible delivery. The applied methodology can be useful for export researchers.
Contribution & Value Added: The paper highlights the heterogeneous feature of
exporters. Each cluster has special characteristics which required different analysis.
The research underpins that operational excellence is necessary to export success,
but it is not enough.
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INTRODUCTION

Export competitiveness is crucial for each small, open economy, as well as for Hungary,
where the degree of openness (the share of exports in the GDP) is about 80%. Hungarian
export structure has been investigated by numerous researches (see Munkacsi, 2009a,
2009b; Czako 2010; Katalin et al., 2013). Macroeconomic analyses provide an overall
picture but for the sake of a deeper insight in export success, company level researches
are needed. From the one side high export concentration characterises the economy,
over 70% of export is produced by foreign-owned companies, mainly by large firms.
From the other side export means a great opportunity for Hungarian small- and medium-
sized companies as well.

The purpose of the paper is to provide a deeper insight into the main
characteristics of the Hungarian exporters, based on the Hungarian Competitiveness
Research Survey (2013, 2009, 2004, 1999). More than half of the enterprises were small
or medium size in the sample. The aim of the analysis was to identify main factors and
tendencies of the overall export performance.

The paper is organised in three main sections. At first, the article provides a brief
literature review focusing on export performance. Secondly, it introduces the research
questions and databases explored. What is more, the key research method is cluster
analysis which is described. Thirdly, it provides insight into basic characteristics (size,
owner structure, export volume, export intensity) of export-performance clusters. Key
success factors of export activities were examined by two different methodologies. The
managers’ opinion about export success factors were analysed by export performance
clusters, the companies’ self-evaluations relative to industry average and the strongest
competitor were compared between clusters. The final conclusions, the limitations and
further research are presented at the end of the article.

LITERATURE REVIEW

Investigating export performance on national level is as important as on industry or
company levels. Evaluating export competitiveness is a hot topic for small, open
economies. There are different methodologies for measuring export competitiveness, for
example revealed comparative advantage (RCA) or Balassa index, its modified version,
the relative export advantage (RXA), Lafay index, etc. Several studies evaluate and
compare export competitiveness of different countries and industries (Balassa, 1965;
Gatto et al.,, 2011; Stojcic, Becic & Vofinic, 2012; Saboniene, 2009; Bruneckiene &
Paltanaviciene, 2012; Travkina & Tvaronaviciene, 2011; Térok, 2008). In case of Hungary
the analyses of export performance and export structure are very important from
macroeconomic perspective (see Munkacsi, 2009a, 2009b; Czakd, 2010; Bodnar et al,
2013). One of the main questions is how export competitiveness can be improved.
Bruneckiene and Paltanaviciene (2012) based their national export competitiveness
model on Porter’s diamond model (Porter, 1990). They grouped the influencing factors
into four groups: demand for national export, conditions for production, competitiveness
of export enterprises, economic cooperation enhancing environment, including political-
legal, economic, social-demographic and technological environment.
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It is a generally accepted view that export enterprises’ competitiveness are behind
national export competitiveness. Numerous researches focused on small- and medium-
sized companies’ export activities and their influencing factors. Miocevic and Crnjanak-
Karanovic (2011) emphasised that cognitive and information-based capabilities are
behind export performance. Stoian, Rialp and Rialp (2011) used regression analysis to
investigate the export performance determinants of Spanish SMEs. They concluded that
managerial foreign language skills and international business knowledge, the firms’
export commitment, technological intensity of the industry are the most influencing
factors of export performance. Majocchi et al. (2005) investigated Italian SME’s and they
found a positive relationship between size and export intensity. The positive correlation
between the age of the firm and export performance confirm the idea that small firms
need time to develop the necessary experience for the foreign market, it highlights the
importance of business experience, which can be gained through personal contacts,
networking activities, trials and errors. They showed the relevance of industry effects,
too. Békés and Murakézy (2011), Kallay and Lengyel (2008), Kallay (2011), Szerb and
Markus (2008) and Szerb (2008) investigated the export performance of Hungarian
SMEs.

Several researches dealt with one particular element of improving export activities.
Cadogan et. al. (2009), as well as Leonidou et al. (2002) focused on the connection
between marketing strategy and export performance. Wilkinson and Brouthers (2006)
and Shamsoddoha et al. (2009) investigated the impact of different export promotion
services on the international marketing efforts of small- to medium-sized enterprises.

DiPietro and Anoruo (2005) investigated the connection between creativity,
innovation, and export performance. They found a positive relationship between a
country’s export performance and a country’s creativity, the latter measured by its four
main components: innovation, technology, technology transfer and business startups.
Inzelt (2011a, 2011b) found positive correlation between innovation and
internationalisation. Research of Halpern and Murakézy (2009) underpins the positive
correlation between export profitability, export intensity and innovation.

Several researchers investigated the connection between profitability and export.
Self-selection approach emphasised that only more productive firms engage in export
activities (Bernard & Jensen, 1999), and learning by exporting approach (Navaretti &
Castellani, 2004; Merino, 2012) emphasised that firms enter export markets and gain
new knowledge and expertise which will improve their efficiency. Both effects were
confirmed by Békés and Murakozy (2011) and Loacker (2005). Fryges and Wagner (2010)
found positive correlation between profitability and export but they could not confirm
self-selection effect. Grazzi (2012) concluded that exporting activity is not systematically
associated with higher firms’ productivity.

Measuring export performance is a key element in multiple researches. There is no
consensus about an appropriate definition and the measurement of export performance
(Robertson & Chetty, 2000). Leonidou et al. (2002) listed the different metrics used by
researches, namely: export proportion of sales or export intensity, export sales growth,
export profit level, export sales volume, export market share, export profit contribution,
return on investment, export satisfaction, perceived success, perceived export growth,
perceived profitability and perceived market share. Two-thirds of overviewed studies
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used only one metric to measure export performance. Most researches used export
intensity, followed by export sales growth and export profit level, which were the most
commonly used metrics. For example Robertson and Chetty (2000) used export intensity,
export sales growth, export profitability, market diversification, perception of export
performance five years ago, perception of current export performance, and perception
of export performance in three years’ time. The use of too many metrics creates
difficulty in analysing and interpreting the results. Dean et al. (2000) used only three
metrics: annual export sales, export growth, export intensity.

MATERIAL AND METHODS

Research Question and Databases

Several researches have been made about Hungarian companies’ export activities from
macroeconomic aspects as well as firm’s aspect. In these researches companies were
grouped according to their size and owner structure. | addressed the questions how the
exporters can be grouped according to their export performance, what kind of groups
can be identified, what their main characteristics are. The value added of the research is
that it provides a new approach for analysing export performance. The starting point was
itself the export performance independently from prior expectations, not leaving out
firms with less than 25% export-intensity.

The research is based on the Hungarian Competitiveness Research databases of
2013, 2009, 2004 and 1999. The main advantage of these databases is that they contain
financial data as well as managerial self-evaluations. They were launched by the
Competitiveness Research Centre in the Institute of Business Economics of Corvinus
University of Budapest. All competitiveness research surveys had a similar structure.
They contained 4 questionnaires (more than 60 pages altogether) covering following
issues: top management, marketing, production, finance. As a general rule, all four
surveys targeted incorporated companies with more than 50 employees to build a
corporate sample, as well as keeping an eye on representativeness (in terms of staff size,
geographical location, industry). The main objective was to make a database of about
300 firms in all surveys. The lowest response rate (13%) was in 2009, the number of
companies in the sample became 317. The most favourable response rate can be
observed in 1999 (49%), the number of companies in the sample was 325.

Understanding the main characteristics of the samples is crucial for concluding.
Firms in the sample operated in different industries, except the financial sector.
Processing industry dominated in all databases, although the rate of them decreased
from 71% to 45%. The rate of service companies continuously increased from 21% to
34.7% but they are still under-represented due to the fact that the micro-companies
were excluded from the surveys. Companies operating in construction industry,
agriculture, food industry were represented in all samples. Medium-sized companies are
dominating in all databases. The rate of them gradually increased; in 1999 it was 61.4 %,
in 2013 - 72.7%. Parallel with this, the rate of large companies decreased from 32.4% to
16.7%. In terms of ownership structure, the domestic owned companies dominated in all
databases, the rate of them was the highest in 2009 (72.6%), followed by 71.3% in 2013.
The highest rate of foreign companies (23%) could be observed in 2013. The rate of state
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owned companies decreased to 5.7%. (For the descriptions of the samples of the
guestionnaire surveys of 2013, 2009, 2004, 1999 see Chikan et al, 2014, 2009, 2004,
1999; Matyusz 2011, 2014; Lesi 2005).

It is essential to investigate the representativeness of the samples from the
viewpoints of research objective. The lowest export intensity could be observed in 2009,
47% of companies had export activities. This rate increased to 53% in 2013. The highest
rate (61.2%) could be seen in 2004 (Table 1). About 50% of SMEs had export activities in
all samples which was significantly higher than the average rate in Hungary (22.5%
according to Szerb-Markus, 2008). Although the exporters were overrepresented in the
samples and from this viewpoint the samples could not be considered representative,
they provided a better opportunity to analyse export activities of Hungarian firms.

Table 1. The composition of the sample by export-intensity

Export intensity 2013 2009 2004 1999
no export 47.0 52.5 38.8 42.4
export under 25% 20.3 24.9 26.4 20.3
26%-75% 14.0 15.8 20.2 19.5
export over 75% 18.7 6.8 14.7 17.7

Source: own study based on the Hungarian Competitiveness Research of 1999, 2004, 2009 and 2013.

Table 2. Export concentration (export revenue) in the samples by size and owner structure (in %)

Survey 2013
Company size State | Domestic | Foreign | Total
(n=11) | (n=112) | (n=13) | (n=136)
Small 0.00 0.33 0.27 0.60
Medium 0.00 6.66 10.86 17.53
Large 0.27 2.22 79.38 81.87
Total 0.27 9.21 90.52 100.00
Survey 2009

State Domestic | Foreign Total
(n=6) (n=65) (n=23) | (n=94)

Small 0.23 2.07 0.20 2.49

Medium 2.16 16.04 20.15 38.35

Large 1.85 2.52 54.79 59.16

Total 4.24 20.62 75.14 100.00
Survey 2004

State Domestic | Foreign Total
(n=32) (n=78) (n=43) | (n=153)

Small 0.12 0.94 0.09 1.15
Medium 0.56 3.42 1.93 5.90
Large 16.94 6.02 69.99 92.95
Total 17.61 10.37 72.02 100.00

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009 and 2004.

The export concentration in the samples reflected the Hungarian high export
concentration. Kallay and Lengyel (2008) concluded that 77% of Hungarian export was
produced by foreign owned companies. In 2011 70% of export revenue derived from
TOP200 companies according to Juhdsz and Reszegi (2012). The high export
concentration is not just a Hungarian phenomenon; it is typical in the EU as well as in the
USA (see Munkacsi, 2009).
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In the samples the share of large foreigh owned companies in total export revenue
was 54.79% in 2009, 69.99% in 2004, this rate increased to 79.38% in 2013. In 2013 the
share of foreign owned companies in export revenue was 90%, parallel with this the
share of domestic companies decreased to under 10% (Table 2).

Research Method — Cluster Analysis

Since the main purpose of the research was to provide a deeper insight into the export
performance of Hungarian companies independently from prior expectations, cluster
analysis was selected as a key research method. Cluster analysis proved to be vital
because of the number of export performance metrics, expectation of objectivity and the
limited number of final exporters’ group. Using only the two most generally applied
export performance metrics (export volume and export intensity) would have allowed
grouping firms without cluster analysis, but in this case we would have lost information
about the changing direction and the profitability. K-means cluster analysis is a suitable
analytical tool only when we have a large number (n >=200) of cases. Although the
databases consist of 300 or more cases, limitation derived from the rate of exporters and
the incomplete questionnaires.

Export performance was placed in the centre of cluster analysis. The generally used
metrics were applied for measuring export performance. Most researchers used export
intensity and export revenue and so did I. For the sake of optimal results deriving from
cluster analysis | created categories based on financial data. Four categories for export
intensity and six categories for export revenue were used. Export sales growth is another
relevant and frequently used metric of export performance. | created a three-scale
metric for it, based on analysing financial data and subjective evaluation of export
market change. | was only interested in the direction of the change and | did not analyse
the extent of the change in export revenue. So the three-scale export growth metric
refers to the following. Scale 3: there was stable growth in export revenue in the
examined period confirmed by financial data and managerial evaluation. Scale 1:
decreasing tendencies could be seen according to financial data and managerial
evaluation. Scale 2: the results were controversial because of two reasons: during the
examined period fluctuation could be seen according to financial data, or the managerial
evaluation did not confirm the results of financial analysis. The fourth factor in cluster
analysis was profitability. Because there was not available information about export
profitability, | used managerial self-evaluation of companies’ return of investment
compared to industry average (measured by 5 point Likert-scale).

The applied K-Means cluster analysis resulted in four clusters in 1999, 2004 and
2013 after several trials. On the one hand, four clusters proved to be optimal, since all
clusters had so distinguishing characteristics that if we had reduced the number of
clusters, some crucial characteristics would have remained hidden. On the other hand,
higher cluster number would have made the analysis more difficult. The database of
2009 survey had special characteristics due to the financial crisis. The response rate was
low; the characteristics of databases became slightly different. Incomplete
questionnaires meant the biggest challenge; almost half of the exporters were unwilling
to provide financial data. Due to this fact the cluster analysis grouped about half of the
exporters in clusters. (Missing data characterised less than 5% of exporters in 2013.) For
the sake of better comparability three clusters were created after running various cluster
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analyses in 2009. The missing fourth cluster could be identified by analysing companies
left out of the cluster analysis, so the final conclusion is that four different export-
performance clusters exist (For cluster centre points, see Annex 1-4).

Two main hypotheses were set in connection with clusters. Hypothesis 1:
Successful export-oriented companies are significantly better than stagnant companies
in regard of operation performance. Their export success is based on operation
excellence.

Hypothesis 2: The weaker export performance of “Leading minors” does not result
from weaker operation performance according to self-evaluation. Being competitive in
domestic market is not enough for export success.

Independent samples t-test was used for hypothesis testing. This method was
suitable because of the independency of clusters from one another, the investigated
variables were measured at the interval or ratio level, due to the applied categorisations
there are no significant outliers. The crucial point was the assumption of normal
distribution.

RESULTS AND DISCUSSION

Basic Characteristics of Export-Performance Clusters

The successful export-oriented clusters were identified most obviously in all databases.
This group of firms has the highest export revenue, highest export intensity and could be
characterised by continuous growth. All of them have more than one billion HUF export
revenue per year in 2013, 2004, 1999 and this rate was 90% in 2009. Aside from the
period of financial crisis increasing export intensity could be observed. In 1999 only 40%
of the firms had more than 75% export intensity, but this rate increased to 75% in 2013
(Annex 6).

The majority of the successful export-oriented firms belonged to large companies
in 2004 and in 1999. Parallel with the changing characteristics of samples the proportion
of large companies decreased to 45% in 2013, but compared to the average rate (16.7%),
it can be seen that the large companies are still overrepresented in this cluster (Annex 7).

More than 75% of firms were active in the processing industry due to the
characteristics of the samples, but there were some representatives of services, too.
Aside from the period of financial crisis the proportion of foreign owned companies
increased significantly. In 1999 their rate was only 20%, but in 2004 this subgroup
became dominant (56.5%) and in 2013 72.5% of successful export-oriented companies
were in majority of foreign ownership (Annex 8). In 2013 66.7% of them had one owner
with 75% of shares or more, the proportion of subsidiaries was 65%. The successful
export-oriented firms represented about a quarter of exporters in 2013, but their
economic power was significantly higher, more than 90% of total export revenue
belonged to this group. High export concentration could be observed in other years, too.
The second highest concentration could be observed in 1999, when 12.8% of exporters
belonged to this group and they produced 76.6% of total export revenue in the sample
(Annex 21-22).

Companies belonging to the stagnant clusters lagged behind successful export-
oriented companies in regard of all factors of cluster analysis. Although they had high
export intensity, the highest average rate (76%) could be observed in 2013; it was
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significantly lower than the average rate of successful export-oriented firms (84%). The
majority of these firms had more than 25% export intensity in all databases (Annex 10).
Due to their size their export revenue was lower than successful companies’. In 2013 and
2009 there were no companies with over 5 billion HUF export revenue, in contrast with
the fact that in 2013 half of the successful export-oriented companies had more than 5
billion HUF export revenue per year (Annex 9).

In 2004 large companies dominated (62.5%) this group which caused that the
proportion of this group from export revenues was the highest (26%) in this year. In 2009
and 2013 when medium-sized companies dominated (66.7%, 80%) their share was fewer
than 10% (See Annex No. 11 and 21). The majority of them were domestic owned, the
highest rate (74%) could be observed in 2013. The rate of foreign owned companies
decreased from 33% to 25% in 2013 (Annex 12). More than 77% of firms were active in
the processing industry due to the characteristics of the samples, followed by the rate of
service companies (22.9% in 2013).

The interpretation of leading minor exporters cluster meant a challenge, because
the same conclusions could be drawn based on 2013, 2009, 2004 databases but in 1999
some characteristics of this cluster were a bit different. They had low annual export
revenue in each year. There were no firms with more than one billion HUF export
revenue in 2013, 2009, and 1999; in 2004 this rate was under 5% (Annex 13). This
derived from low export intensity and company size. The majority of firms’ export
intensity was under 25% in 2013, 2009 and 2004, but in 1999 half of them had more than
75% export intensity (Annex 14). Medium-sized and domestic owned companies
dominated. The proportion of foreign owned companies was about 30% or less (Annex
15-16). The distinctive feature of this cluster was the high profitability except in 1999.
Their share from total export revenue was under 4% in each database, although about
30% of exporters belonged to this cluster in 2013, 2004, and 1999 (Annex 21-22). More
than half of them were active in the processing industry. In 2013 the rate of agricultural
companies was the highest in this cluster (11%) but after processing industry, the service
companies dominated (33%). More than half of these firms concentrated on local market
in regard of sales and purchasing activities.

The fourth cluster is the minor exporters. They had the lowest export volume. In
2013, 80% of them had less than 100 million HUF annual export revenue (Annex 17).
Their share from total export revenue was under 1.5% in each year. Their export
intensity was low; more than 80% of them had export intensity under 25% in 2013 and in
1999 (Annex 18). Medium-sized companies dominated in 2013 and 1999, but in 2004
the proportion of small companies (48.8%) was higher (Annex 19). Domestic owned
companies dominated. The proportion of foreign owned companied decreased from 20%
to under 10% (Annex 19). The distinctive feature of this cluster was low profitability.

We have to be cautious in drawing conclusions when comparing the financial
performance of export-performance clusters because profitability (self-evaluation,
relative to industry average) was one of the cluster analysis’ factors, moreover it was one
of the most important distinguishing features among the clusters. According to financial
performance, significant differences can be observed between successful exporters and
stagnant companies, as well as between leading minors and minor exporters. Successful
export oriented companies’ and leading minor exporters’ profitability was over industry
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average, in contrast with the fact that stagnant companies’ and minor exporters’
profitability was under industry average in all surveys according to self-evaluation.
During the period of financial crisis successful exporters’ profitability decreased to the
level of industry average. Stagnant companies’ profitability remained under industry
average but it did not become unfavourable relative to competitors. Leading minors’
profitability was extremely high during this period relative to other clusters and years
(Table 3).

Table 3. Self-evaluation of companies’ profitability related to industry average
Successful Stagnant Leading minors Minors

Survey Return | Returnson | Return | Returnson | Return |Returnson| Return |Returnson
on sales | investment | on sales investment on sales |investment| on sales |investment
2013 3.73 3.85 2.71 2.57 3.67 3.76 2.71 2.48

2009 3.05 3.15 2.68 2.53 3.82 4.09 - -
2004 3.88 3.80 2.22 2.19 3.49 3.67 2.42 2.14
1999 3.90 3.90 2.67 2.33 3.13 3.13 2.90 2.88

*on 5-point Likert scale: 5 - best, 1 - under average
Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Key Success Factors of Export Activities

Key success factors of export activities were examined with the use of two different
methodologies. Firstly, the managers’ opinion about export success factors were
analysed by export performance clusters. Secondly, the companies’ self-evaluations
relative to industry average and the strongest competitor were compared between
clusters.

The managers’ general opinion was that higher quality, relationships, fast and
flexible delivery are the three most important success factors of export activities. Only
slight differences can be observed between clusters and years. Relationships were
considered to be the most important success factor by “leading minor” and “minor”
exporters in 2013 and 2009 and stagnant companies in 1999. Creating new partnerships
with foreign business partners is crucial at the beginning of internationalisation, which
was underpinned by the research. The first contact is due to both planned actions and
luck, for example the participation in international trade provides an excellent
opportunity to create relationships. There is a relationship among the three most
important factors in each cluster and each year, which highlights that the good
relationships are important in each stage of internationalisation. Managers have to pay
attention to maintain good relationships continuously. Successful exporters considered
higher quality as the most crucial factor in all year, except in 2009, when fast and flexible
delivery and relationships proved to be more important. In 2013 better understanding
customers’ needs proved to be more relevant in small exporters’ groups (“minors” and
“leading minors”) than in other clusters (Table 4). The lower price was considered to be
relative to the less important success factor in each cluster, which has an essential
message to Hungarian firms. Concentrating on distinctive features like quality, services,
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delivery time and building good partnerships which are based on trust and the reliability
of product and services proved to be a better strategy in foreign market than focusing
only on cost and price.

In the interest of understanding the export success better, the connection between
export performance and operation characteristics was examined. Managerial self-
evaluation was used for this purpose. Although self-evaluation includes several distorting
factors, e.g. the phenomenon of cognitive dissonance, managers tending to overvalue
their own performance, each person has his/her own subjective measurement scale (as
to what is efficient/sufficient), the comparison of this subjective evaluation can provide
relevant information.

Managers had to evaluate their companies’ performance relative to industry
average and their strongest competitor, too. Successful export-oriented companies had
significantly better self-evaluation relative to industry average than stagnant companies
in regard of market share, product quality, technology, and management in 2013, 2004,
and 1999. In 2013 the stagnant companies’ weakest points were the market share (the
self-evaluation was under industry average) and the management. During the period of
financial crisis (survey 2009) we could observe a bit different picture. Stagnant
companies’ weakest point is the market share, too, but there are no significant
differences in regard of management and product quality (Table 5). Relative to strongest
competitors’ successful companies proved to be better than stagnant companies in each
year in regard of cost efficiency and adjustment to changing customer needs. Statistically
significant differences can be observed in each factor in 2013. Short delivery time,
research and development expenditure proved to be more favourable in case of
successful companies than stagnant companies in 2013, 2004, and 1999. Although self-
evaluation might consist of several distortion factors, it is worth paying attention to the
fact that stagnant companies had unfavourable self-evaluation relative to the strongest
competitor in regard of competitive price in 2013, the level of research and development
expenditure in each year. In 1999 stagnant companies evaluated their changing
capability more unfavourable than their competitor’s capability, although significant
advancement could be observed in 14 years, the differences did not disappear. We can
conclude from these results that operation excellence is behind export success (Table 5).

The comparison of leading minors and successful export-oriented companies
provided a controversial picture. Before presenting detailed analysis it is crucial to
mention that the distortion factors in this case are stronger than in the comparison of
successful and stagnant companies, due to the fact that successful export-oriented
companies concentrate on export market, while companies in leading minors cluster
focus mainly on the domestic market, so their benchmark might be different. It is
substantial to highlight that leading minors had no self-evaluation under industry
average. They had as good self-evaluation as successful exporters did in regard of market
share in 2013 and 2009; in regard of product quality in 2013, 2009 and 2004. There was
no significant difference in regard of technology in 2013 and 2009, in this area significant
improvement could be observed from 1999. In 2013 there was only one factor,
management in which successful exporters’ self-evaluation relative to industry average
proved to be better than leading minors’. Analysing the self-evaluation relative to the
strongest competitor showed similarly controversial picture. Significant improvement
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could be observed, in 1999 and 2004 they evaluated their research and development
expenditure more unfavourable than their strongest competitor’s expected level, but in
2009 and in 2013 their self-evaluation proved to be the best, it was significantly higher
than successful exporters’. In 1999 one of their weakest points was the cost efficiency,
relevant improvement could be observed, too, they became better than companies in
stagnant and minor cluster, but in 2013 they still lagged behind successful exporters’
performance. By comparing the performance of the two clusters it cannot be concluded
that weaker operational performance caused lower export performance of leading
minors. They had the best self-evaluation in regard of short delivery time in 1999;
competitive price, short delivery time and adjustment to changing customer demand in
2004; competitive price and product quality in 2009 (Table 6). We can conclude that
being competitive in the domestic market is not enough for export success.

Minor exporters’ self-evaluation was lower than successful and leading minor
exporters’, but in some aspects they were better than stagnant companies. Their
weakest point was cost efficiency and research and development expenditure (Table 6).

CONCLUSIONS

The aim of the paper was to provide a deeper insight into Hungarian exporters between
1999 and 2013 based on Hungarian Competitiveness Research databases of 2013, 2009,
2004, and 1999. Export performance was the starting point of the research; it was placed
in the centre of cluster analysis. Export performance was measured by export intensity,
export revenue, profitability and change in export revenue which are consistent with
international practice. The classification of companies was mainly based on objective
financial data completed with managerial self-evaluation about export market and
profitability. Cluster analysis identified four different clusters: “successful”, “stagnant”,
“leading minors”, and “minors”. The “successful” cluster involved the most successful
export-oriented companies. They produced more than 60% of export revenue in all
databases, they had the highest export revenue, highest export intensity, and their
profitability was over industry average except in 2009 due to the financial crisis. The
proportion of foreign owned companies in this cluster increased significantly, 72.5% of
them were in majority foreign ownership in 2013. The observed high concentration and
strong foreign dominance reflected the high Hungarian export concentration. Further
research is required to investigate the characteristics of corporate governance and
export performance. To what extent does foreign ownership support higher efficiency
and export competitiveness or will excellent company performance be attractive for
foreign investors? Apart from this question the successful cluster can be a beneficial
benchmark in future export research.

Stagnant companies lagged behind the successful export-oriented companies,
although their export intensity was significant. Their proportion from total export
revenue was under 10% in 2013. The majority of them were medium-sized domestic
owned companies. The hypothesis test confirmed that weaker operational
characteristics were behind the lower export performance. Their self-evaluations
highlighted some areas where they lagged behind competitors and industry average too.
Future research is required to investigate their growing potential, and their weak and
strong points more deeply.
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Low export revenue characterised the other two clusters, their rate of total export
revenue was fewer than 5%. The majority of them were medium-sized, domestic owned
companies. Significant differences can be observed between the two groups, leading
minor exporters had significant higher profitability and better operational characteristics
than minor exporters. The low export performance of “minors” is consistent with the
results of previous researches. They are at the beginning of internationalisation process;
they may not possess the necessary knowledge, resources and capabilities for
international expansion.

The “leading minors” could be characterised by low export intensity and low export
volume but high profitability and operational excellence. Their self-evaluations were
better than stagnant companies’ and in some cases as good as successful exporters’.
Limitations of the results derived from the subjectivity of self-evaluation. Further
investigation is required to confirm the existence of a group of companies which are
competitive in domestic market, but whose export activities are at an early stage. This is
the group of companies which are usually not paid attention to in researches because of
the low export intensity. Several questions remained unanswered. What are the causes
of their low export intensity? Is it in connection with the features of their business? Is
there a lack of motivation or a lack of capabilities? The research underpins that
operational excellence is necessary for export success, but it is not enough. The
implication of the research can be beneficial for both those studying exporters and the
firms themselves. The research suggested that lower price is a less important success
factor than quality, relationships, fast and flexible delivery. The applied methodology can
be useful for export researchers. The paper highlights the heterogeneous feature of
exporters. Each cluster has special characteristics which required different analysis.
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APPENDIXES

Annex 1 - Cluster centre points — Successful export-oriented companies

Factor 2013 (n= 40) 2009 (n=20) 2004 (n=25) (,1:23)
Export intensity (1-4 scale) 3.75 3.2 3.48 3.15
Export volume (0-6 scale) 4.85 4.25 5 4.85
Change in export volume (1-3 scale) 2.23 2.55 2.56 2.55
Profitability compared industry average 4 3 4 4
(1-5 scale)

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 2 - Cluster centre points — Stagnant companies
Factor 2013 (n=35) 2009 (n=19) 2004 (n=32) | 1999 (n=9)
Export intensity (1-4 scale) 3.57 2.68 3.03 3.22
Export volume (0-6 scale) 3.34 2.21 4.06 3.89
Change in export volume (1-3 scale) 2.06 1.32 2.16 1,56
Profitability compared industry average 3 3 2 2
(1-5 scale)

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 3 - Cluster centre points — Leading minor exporters
Factor 2013 (n=45) 2009 (n=19) 2004 (n=43) (;5_’2:)
Export intensity (1-4 scale) 2.33 2.36 2.42 3.46
Export volume (0-6 scale) 1.98 1.82 2.3 1.98
Change in export volume (1-3 scale) 2.16 1.45 2.3 2.58
Profitability compared industry average (1- 4 a a 3
5 scale)

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 4 - Cluster centre points — Minor exporters
Factor 2013 (n=31) 2004 (n=43) 1999 (n=41)
Export intensity (1-4 scale) 2.16 2.7 1.76
Export volume (0-6 scale) 1.19 1.6 0.9
Change in export volume (1-3 scale) 1.68 1.7 1.63
Profitability compared industry average (1-5 scale) 2 2 3

Source: own study based on the Hungarian Competitiveness Research of 2013, 2004 and 1999.

Annex 5 - The composition of successful export-oriented companies by export revenue (in %)

Export revenue 2013 (n=40) 2009 (n=20) 2004 (n=25) 1999 (n=20)

Under 100 MHUF 0.00 0.00 0.00 0.00
100-499 MHUF 0.00 0.00 0.00 0.00
500-999 MHUF 0.00 10.00 0.00 0.00
1000-4999 MHUF 47.50 60.00 36.00 50.00
5000-9999 MHUF 20.00 25.00 28.00 15.00
Over 10000 MHUF 32.50 5.00 36.00 35.00
Total 100.00 100.00 100.00 100.00

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.
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Annex 6 - The composition of successful export-oriented companies by export intensity (in %)
Export-intensity 2013 (n=40) 2009 (n=20) 2004 (n=25) 1999 (n=20)
Under 25% 0.0 15.0 4.0 25.0
25-75% 25.0 50.0 44.0 35.0
Over 75% 75.0 35.0 52.0 40.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 7 - The composition of successful export-oriented companies by size (in %)

Company size 2013 (n=40) 2009 (n=20) 2004 (n=25) 1999 (n=20)

Small 2.5 5.0 0.0 0.0
Medium 52.5 60.0 20.0 30.0
Large 45.0 35.0 80.0 70.0
Total 100.00 100.0 100.0 100.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 8 - The composition of successful export-oriented companies by owner structure (in %)
Owner structure 2013 (n=40) 2009 (n=20) 2004 (n=25) 1999 (n=20)
State 2.5 10.0 4.3 30.0
Domestic 25.0 45.0 39.1 50.0
Foreign 72.5 45.0 56.5 20.0
Total 100.0 100.0 100.0 100.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 9 - The composition of stagnant companies by export revenue (in %)

Export revenue 2013 (n=35) 2009 (n=19) 2004 (n=32) 1999 (n=9)
Under 100m HUF 0.0 10.5 0.0 0.0
100-499m HUF 11.4 63.2 0.0 0.0
500-999m HUF 42.9 21.1 21.9 22.2
1000-4999m HUF 45.7 5.3 62.5 66.7
5000-9999m HUF 0.0 0.0 3.1 11.1
Over 10000m HUF 0.0 0.0 12.5 0.0
Total 100.0 100.0 100.0 100.0
Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.
Annex 10 - The composition of stagnant companies by export intensity (in %)
Export intensity 2013 (n=35) 2009 (n=19) 2004 (n=32) 1999 (n=9)
Under 25 2.9 36.8 28.0 11.0
25-75 37.1 57.9 41.0 56.0
Over 75 60.0 5.3 31.0 33.0
Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.
Annex 11 - The composition of stagnant companies by size (in %)
Company size 2013 (n=35) 2009 (n=19) 2004 (n=32) 1999 (n=9)
Small 8.6 27.8 3.1 0.0
Medium 80.0 66.7 34.4 55.6
Large 11.4 5.6 62.5 44.4

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.
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Annex 12 - The composition of stagnant companies by owner structure (in %)

Owner structure 2013 (n=35) 2009 (n=19) 2004 (n=32) 1999 (n=9)
State 0.0 6.30 32.3 33.3
Domestic 74.3 68.8 32.3 33.3
Foreign 25.7 25.0 35.5 33.3

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 13 - The composition of leading minor exporters by export revenue (in %)

Export revenue 2013 (n=45) 2009 (n=19) 2004 (n=43) 1999 (n=48)

Under 100m HUF 24.4 27.3 16.3 14.6
100-499m HUF 53.3 63.6 41.9 72.9
500-999m HUF 22.2 9.1 37.2 12.5
1000-4999m HUF 0.0 0.0 4.7 0.0
5000-9999m HUF 0.0 0.0 0.0 0.0
Over 10000m HUF 0.0 0.0 0.0 0.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 14 - The composition of leading minor exporters by export intensity (in %)

Export intensity 2013 (n=45) 2009 (n=11) 2004 (n=43) 1999 (n=48)

Under 25 68.9 72.7 51.0 6.0
25-75 28.9 18.2 28.0 42.0
Over 75 2.2 9.1 21.0 52.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 15 - The composition of leading minor exporters by size (in %)

Company size 2013 (n=45) 2009 (n=11) 2004 (n=43) 1999 (n=48)

Small 2.2 25.0 16.3 31.3
Medium 80.0 20.0 48.8 68.8
Large 17.8 27.3 34.9 0.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 16 - The composition of leading minor exporters by owner structure (in %)

Owner structure 2013 (n=45) 2009 (n=11) 2004 (n=43) 1999 (n=48)

State 6.7 20.0 19.0 6.5
Domestic 64.4 50.0 54.8 78.3
Foreign 28.9 30.0 26.2 15.2

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 17 - The composition of minor exporters by export revenue (in %)

Export revenue 2013 (n=31) 2004 (n=43) 1999 (n=41)

Under 100 MHUF 80.6 41.9 85.4
100-499 MHUF 19.4 55.8 14.6
500-999 MHUF 0.0 2.3 0.0
1000-4999 MHUF 0.0 0.0 0.0
5000-9999 MHUF 0.0 0.0 0.0
Over 10000 MHUF 0.0 0.0 0.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2004 and 1999.
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Annex 18 - The composition of minor exporters by export intensity (in %)
Export intensity 2013 (n=31) 2004 (n=43) 1999 (n=41)
Under 25 83.9 51.2 100.0
25-75 16.1 27.9 0.0
Over 75 0.0 20.9 0.0
Source: own study based on the Hungarian Competitiveness Research of 2013, 2004 and 1999.
Annex 19 - The composition of leading minor exporters by size (in %)
Company size 2013 (n=31) 2004 (n=43) 1999 (n=41)
Small 16.1 48.8 34.1
Medium 77.4 39.5 51.2
Large 6.5 11.6 14.6
Source: own study based on the Hungarian Competitiveness Research of 2013, 2004 and 1999.
Annex 20 - The composition of minor exporters by owner structure (in %)
Owner structure 2013 (n=31) 2004 (n=43) 1999 (n=40)
State 3.2 19.5 17.5
Domestic 8.1 65.9 62.5
Foreign 9.7 14.6 20.0

Annex 21 - Share of clusters from export revenues (in %)

Source: own study based on the Hungarian Competitiveness Research of 2013, 2004 and 1999.

Cluster 2013 (n=163) 2009 (n=105) 2004 (n=156) 1999 (n=156)
Successful 91.6 63.7 67.6 76.59
Staghant 4.9 6.7 26.2 0.76
Leading minors 1.6 1.5 3.5 0.49
Minors 0.3 0.0 1.2 0.10
Other exporters 1.6 28.10 1.6 22.06
Total 100.0 100.0 100.1 100.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.

Annex 22 - Number of com

panies by export-performance clusters (in %)

Cluster 2013 (n=163) 2009 (n=105) 2004 (n=156) 1999 (n=156)
Successful 25.2 19.0 15.8 12.8
Stagnant 22.0 18.1 20.3 5.8
Leading minors 28.3 10.5 27.2 30.8
Minors 19.5 0.0 27.2 26.3
Other exporters 5.0 52.4 9.5 24.3
Total 100.0 100.0 100.0 100.0

Source: own study based on the Hungarian Competitiveness Research of 2013, 2009, 2004 and 1999.







