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Less - developed countries (LDCs) rely heavily on
export marketing to obtain foreign currencies neces-
sary for economic development. Several new develop-
ments in the theory of international trade have been
incorporated to form general guidelines for an export
marketing model for LDCs. The model also incorpo-
rates some of the features of the successful Japanese
export strategy. Its usefulness is illustrated by appl-
ying it to Turkey, and LDC which could greatly bene-
fit from an increase in export marketing.

INTRODUCTION

Less - developed countries (LDCs) rely heavily on export mar-
keting to obtain foreign currencies necessary for economic deve-
lopment. Marketing domestic products in other countries provides
LDCs with a reliable source of income to purchase capital goods
from industrialized countries.

Generally the exports of the LDCs consist of agricultural pro-
Gucts and raw materials. But this dependence on primary products
has proved to have many disadvantages, such as the reliance on
weather conditions, constant decline in prices due to competition
between numerous sellers, and the substitution of synthetic ma-
terials for natural materials, Therefore, if the aspirations of the
LDCs of the world are to be fulfilled, high priority must be given
to the marketing of manufactured products abroad.

Studying actual trade patterns of manufactured goods in the
1970’s has lead to an international «Product Life Cycle Model» (11,
P. 4). This model had many potential uses for LDCs in indicating
the characteristics of successfully exportable products and the
countries to which they should be marketed. For fast and efficient
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market growth, government planners and marketers could use the-
se characteristics to select their export portfolios and target mar-
kets. Another research development in the 1970’s the «Experien-
ce Curves» could be beneficial in ensuring the success of the
export marketing strategy. The «Experience Curves» show that
in a variety of industries, the total cost declines by a characteristic
amount each time accumulated production experience doubles (2).
If an LDC uses a model which combines «The Product Life Cycle
Model» and «Experience Curves», it could make better choices of
exports and decrease costs and prices by large scale production
which would enable it to capture substantial shares of the world
markets in certain industries.

Turkey is an LDC struggling with export marketing problems.
ihe major concern, as expressed in the five - year development
plans, is to shift the majority of its exports from agricultural to
industrial goods. This has to be done in a relatively short period of
time, 14 years, because in 1995, Turkey will be a full member of the
European Economic Community (EEC) (8, p. 64). At the moment,
the country is not ready for such an entry and cannot compete
with the stronger, industrialized Western European countries. If
industrialization is not accomplished within the allowed period,
free competition with EEC countries will push Turkey back to
being an agrarian economy.

One of the main problems is that analytical studies of current
Turkish export marketing have not been conducted. This paper
tries to lay the foundation for such studies and proposes an «EX-
port Marketing Model» for Turkey, which is based on the interna-
tional product life cycle model and the experience curves. The Ja-
panese have made very effective use of these two concepts in their
export market development and they can serve as an enlightening
example in Turkey's struggle to become an industrial economy.

AN OVERVIEW OF TURKISH EXPORT MARKETING

For a long period, Turkish exports were mainly agricultural
products (Table 1, Column 2). After 1968, manufactured product
exports began a steady increase and the proportion of manufactu-
red product exports in total exports increased from 13.5 % in 1968
to 36 % in 1980 (Table 1, Column 8) (3, p. 65). Yet, lately, even
thi= impressive increase has been below the goals set by the ambi-
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tious five - year - plans that started in 1963 (Table 1, Column 9).
The main reason for this is the steady rising oil prices that star-
ted in late 1973. Higher oil cost increased the export prices of most
manufactured products causing less demand for them in' the im-
porting countries (see Table 2 for the effects of rising oil prices on
export increase percentages).

Turkey’s decision to join the European Common Market (EEC)
implies that Turkey must change its economic structure to resemb-
le that of Western European countries. The five - year development
plans emphasizing the increase of industrial products aim to crea-
te this resemblance. The Ankara Agreement, signed June 12, 1963,
formally obligates Turkey to the following : establishing a customs
union in the future; allowing the free flow of factors of production;
abolishing different treatment of workers due to nationalities;
changing the Government’s economic policies to resemble the
EEC’s economic policies. The procedures to be applied to Turkey
during the transition period are specified in an amendment in No-
vember 23, 1970. The transition period will terminate in 1995, and
at that time, Turkey will be ready to discuss the procedures to be-
come a full member (8, p. 64).

The amendment became operational in September 1, 1971 and
EEC countries abolished their quotas and import taxes on indust-
rial products imported from Turkey. In response, Turkey must lo-
wer its trade barriers against imports from the EEC countries and
abolish them by 1995 (8, p. 64). This means that in the future, the
Turkish government will not be able to use some of its protective
policies which contribute to the achievement of its goals for the
development of the country.

The members of the EEC have the structure of developed eco-
nomies. Their per capita income is much higher than Turkey’s.
They are at a higher level of science and technology (8, p. 124). In
order for Turkey to participate in joint economic policy with these
developed nations in 14 years, a model that will accelerate the
growth of its manufactured exports is vital.

New Developments in the Theory of International Trade
The International «Product Life Cycle Model»

Classical and neoclassical theories of international trade were
very elegant, however, they failed to describe actual trade patterns,
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Therefore, business professors, whose interests were practical prob-
lem solving, developed the international «product life cycle model.»
Although this model was less elegant compared to traditional
theory, it did turn out to be helpful in explaining trade flows of
manufactured goods. (11, pp. 3, 5).

The first version of the model was described by Vernon (9, p.
199) as a three - stage process (Figure 1a). Then Wells (11, p. 15)
presented a five - phase model (Figure 1 b). In summary, the model
suggests that «amany products go through a cycle during which
high - income mass consumption countries are initially exporters,
then lose their export markets, and finally become importers of the
product. At the same time other advanced countries shift from the
position of importers to exporters later in time, and still later, LDCs
shift from being importers to being exporters of a product» (6, p.
266).

During the last stage LDCs get a chance to make a breakthro-
ugh into the big and rich markets of the developed countries if
they realize the chance in time. The best example is standardized
textiles. Other examples are standardized computer and electro-
nics parts from other LDCs. The current growth rates for exports
of manufactures from LDCs may indicate that they will soon beco-
me an important factor for European and American businessmen.
(10, p. 4).

Export Marketing Implications of Experience Curves

The experience curve concept has been developed entirely from
the work of the staff of The Boston Consulting Group. The expe-
rience curve effect is distinctly different from «learning curves»
and «progress functions» in that it encompasses all costs (inclu-
ding capital, administrative, research and marketing - not only
labor) and traces them through technological displacement and
product evolution (1).

The Concept

It has been shown that for a variety of industries, total cost in
constant dollars will decline by a characteristic amount each time
accumulated production experience doubles. This is true for entire
industries as well as for individual companies and has been obser-
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ved in many countries, including the U.S. and Japan. For most in-
dustries and products, the unit cost decline is about 20 to 30 per-
cent for every doubling of accumulated experience. Though the
precise reasons for this phenomenon are not well documented, it
appears to be a combination of learning by doing, management
experience, and economies of scale; and it is an accepted part of
2ost - projection formulations in the aircraft and semi - conduc-
tor industries. The cost - experience relationship can be plotted on
log - paper to give the industry (or company) experience curve.
(Figure 2),

Export Marketing Implications

Export marketing policy significantly affects product cost be-
cause of the volume potential it affords. Freer trade can spell tre-
mendous cost reduction to individual firms by allowing them to
Lxpand volume and thus, descend their cost/volume slope faster.
If this analysis is carried to its logical conclusion, this also means
substantial savings in resources for entire countries.

If two countries trade with each other, the costs of production
can be lowered significantly for both. On the basis of experience
curves, two economies of equal size theoretically can have poten-
lial cost savings approaching 30 % by completely free trade bet-
ween them compared to full seperation. Four economies of equal
size can have cost levels approaching 50 % of those which would be
required if they were all separate, equal and self - contained.

The public policy issues in export marketing seem clear and
straightforward. Very substantial benefits in terms of lower costs
are potentially available merely by enlarging the scope of the free
trading area. Thus technical investments will be more readily jus-
tified and progress will almost certainly take place faster in those
economies which have the largest free trading area. The price of
the cost savings in mutual dependence of the difrerent parts of
the trading area.

Japanese Export Marketing

Agressiveness and effectiveness of Japanese export marketing
is admired worldwide. Instead of every manufacturer trying to
market its products aboard by himself, Japanese use trading com-
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panies that are specialized in worldwide exports and imports as in-
termediaries. There are three hundred major trading firms respon-
sible for 80 percent of Japanese exports and imports, with a dozen
large firms accounting for 60 percent of total trading company vo-
lume (6, p. 126).

By design, Japan first exports to LDCs and then to developed
countries. In the 1950s, approximately three - quarters of Japan’s
exports were being shipped to LDCs. During Japan’s rapid growth
between 1950 - 1960, her export trade changed radically both in
composition and destination. «By 1964 Japanese exports going to
more advanced countries reached 50 % of her total exports; and
this percentage is still increasing» (7, p. 162).

First, Japanese manufacturers satisfied internal demand for
products that were produced overseas. They had to purchase tech-
nology, usually from the U.S., to accomplish this. Then they star-
ted exporting to LDCs in Asia where there was a growing demand
for the product and no domestic competition. Frequently Asian
LDCs served as a testing ground for Japanese manufacturers in
the world market. Japan’s geographical proximity and relative si-
milarities of its social and cultural background contributed to its
success in these Asian LDCs. After a firm gained worldwide com-
petitive strength, the Japanese manufacturers were exported to
industrial nations. Hence, the Japanese have been consciously ta-
king advantage of the duality of their export markets (7, p. 178).

A Turkish Export Marketing Model

Characteristics of the Middle Eastern and Western European
Market Turkey, like Japan, is a country between the advanced and
less - developed world, from the viewpoint of geography and eco-
nomic development. Therefore, she also faces a dichotomy of her
export markets; Middle Eastern countries as LDCs and Western
European countries as developed nations.

Most of the Middle Eastern countries were part of the Otto-
man Empire for more than four centuries. At the end of the First
World War, the empire collapsed and Turkey, as well as most of
the Middle Eastern countries, were invaded. The Turkish war for
independence, establishment of the Turkish Republic and the re-
forms that created modern Turkey have been admired and taken
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as a model by many Middle Eastern countries. Many Arab natio-
nalists look at Atatiirk, the creator of the Turkish republic, as an
idol and try to increase their contacts with Turkey, probably the
most developed Moslem country in the world. Therefore, we can
conclude that Turkey is closer to the Middle Eastern countries
than to Western Europe both in geographical and cultural - poli-
tical distance.

The Middle East has been going through a big change after
the energy crisis of 1973. Dramatic rises in oil prices resulted in
accumulations of buying power which created more demand for

consumer products and industrial goods required by ambitious de-
~ velopment plans. The Middle East is an ideal market for Turkey in
her efforts to export its manufactured goods.

Most of the sixteen countries in Western Europe have highly
developed economies and generate approximately 30 percent of glo-
bal income. Widely spread industrialization, higher urbanization
and literacy, existance of customs unions or free trade agreements
are some of the characteristics of Western Europe. In a small area
404 million people live quite a prosperous life. Some of these count-
ries have higher per capita incomes and higher standard of living
than the United States (6, p. 119). Western Europe is another ideal
export market for Turkey because, in addition to high purchasing
power, the size of the market allows large scale production facili-
ties that will benefit from the experience curves,

The Model : The export marketing model we have developed
for Turkey provides general guidelines which other LDCs could use.
It is composed of five stages. (See Figure 3). They are as follows :

Stage I: PRODUCT SELECTION :

The first stage of the model is selecting the products that are
at the threshold of being exportable from the LDCs. These should
be products that are in or are moving into the mature phase and
have the following characteristics :

1. High domestic raw material content
2. A labor intensive technology to benefit from low labor
costs
3. Standardized, with long production runs that will allow
functioning of the experience curves
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4. Highly price elastic demand

5. Initially high domestic demand and later high internatio-
nal demand for the product

Stage II : DOMESTIC SALES

After selection of the products, investments are made to build
the production facilities. Economies of scale are important consi-
derations, but the capacities are generally limited by the domestic
consumption potentials. At this stage, technology is purchased
from the developed countries, which sell it quite cheaply compared
to the original research and development cost, since they have al-
ready covered those expenses during the growth phase of the pro-
duct life cycle (PLC). Starting from a low base, experience is ac-
cumulated at a fast rate which in turn allows lowering of costs and
prices.

Stage III: EXPORT TO MIDDLE EAST

After experience is gained and costs are lowered, bigger and
relatively more capital - intensive production facilities are built
and exporting to Middle Eastern countries starts. International
marketing experience is gained and sliding further down the ex-
perience curve allows further lowering of costs and prices, which
stimulates additional domestic as well as international demand.

Stage IV : EXPORT TO EEC

EEC should be the main target of exports, since Turkey will
be in this free trade area soon. In this stage, larger capital invest-
ments are made considering the substantial demand of the EEC
countries. Since technology is the same and economies of scale are
exploited, Turkey could use its low labor costs to capture a subs-
tantial share of the EEC market in these highly price sensitive pro-
ducts. Before exporting to EEC countries begins, the quality pre-
ferences and standards of EEC countries should be investigated
and necessary product improvements should be made to satisfy the
quality - conscious European customers.

Stage V: EXPORT TO US.A.
The products that are successful in the EEC could be exported

to the U.S.A., because mass production with lower labor rates,
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per raw materials and perhaps newer plants may enable Turkey to
cheaper raw materials and perhaps newer plants may enable Tur-
key to produce at a lower cost than the US. Of course, ocean
freight and U.S. duties should be considered as additional costs be-
fore deciding to export to the U.S. American producers pricing on
full cost might be undercut if only marginal costs are used for
export pricing to gain entrance to this competitive market.

An Example A good example for a product that can be expor-
ted from Turkey to other LDCs and developed countries using this
export marketing model would be textiles. Raw materials for texti-
les such as cotton, wool and silk are available in large guantities
at low prices in Turkey. Textile is a labor intensive industry and
cost of labor is low in Turkey. Textiles are mature and relatively
standardized products with generally price elastic demands. Since
clothing is a basic necessity, textiles constantly have both domestic
and international demand. The amount of textiles imported to the
U.S. from LDCs like Taiwan and Korea indicate that the export
marketing model developed above for LDCs is realistic. The model
we have developed incorporates the use of the «international pro-
duct life cycle model» and the «experience curves» to generate a
model for an LDC with respect to its geographical location. Japan’s
successful experience in export marketing using a similar strategy
offers a good example for the LDCs.

Conclusion

Among the EEC countries, Turkey has the least industrialized
economy and the lowest labor costs. If she can plan her export mar-
keting policy scientifically in the light of the latest developments
in international trade theory and the Japanese experience, she
could use her cheap labor as a competitive advantage, slide down
the experience curve fast and become the dominant producer of
many of the mature products in the Community. Turkey is not doo-
med to go back to being an aggrarian society in the face of Euro-
pean competition if she can plan wisely and implement quickly.

Footnote

This section draws largely from (1,2);
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TABLE : 2 EXPORT INCREASE PERCENTAGES

1970-1973 1973 -1976 1970 - 1976

World 22.2 20.1 21.1
" LDCs 23.7 34.1 28.9
— Petrol exporting countries  30.7 53.5 41.7
— Other LDCs 20.0 18.6 19.3
EEC 23.4 15.6 19.5
Turkey 30.8 14.2 22.2

Source : [4, p. 55].
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FIGURE la: The Vernon Model

Phase 1 Phase 1II Phase 111 Phase IV Phase V

All production Production Europe Europe LDCs export

in U.S. started in exports exporis to advanced
Europe to LDCs to U.S. countries

U.S. exports U.S. exports U.S. exports

to many mostly to to LDCs

countries LDCs displaced

FIGURE 1b: The Wells Model

Sources : (9, p. 199) and (11, p. 15).

16




real
unit
cost

(log scale)

Typical Experiehte Curve

Accumulated production

2: Experience Curve

FIGURE 2: Experience Curve

Product Domestic rt L
Selection Sales m‘mm e I:t‘g.qt ng;t o | E:Jq?tnm
"—4 S. AL

FIGIRE 3:

Application of the Export Marketing Model to Turkey

FIGURE 3: Application of the Export Marketing Model to Turkey
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