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Abstract
This paper examines the factors that influence the establishment of marketing activities in the subsidiaries of multinational companies. The results support the idea that these activities are influenced by cultural factors, the organizational form of the MNC, age of the subsidiary, the type of industry, the level of production coordination between the MNC and the subsidiary, the existence of autonomy of decision with respect to markets, production and R&D and, finally, the relative level of performance of the subsidiary. We have not found support for the idea that the type of management model, captured by the national origin of the MNC, plays a role on the establishment of those activities.
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1. Introduction 

The global context in which firms develop and implement business strategies has changed significantly. The globalization process has evolved to a more regionalized approach and more country-specific adaptation of significant variables than predicted. In such an environment, multinational companies may increase the transfer of marketing activities to foreign subsidiaries in order to adapt their products and services to local needs and to make use of the knowledge locally available. The initiatives to optimise and integrate the production and obtain competitive advantages, have led to a tighter coordination in other areas of activity. Also the competitive environment has increased the need for higher efforts at subsidiary’ level including marketing definition. The benefits of decentralized initiatives have been mentioned by several authors such as Pearce (1997), Birkinshaw (2000), Holm and Pederson (2000) and Birkinshaw and Hood (1997, 1998a, 1998b). 

This paper builds on the responses of subsidiaries managers and analyses the establishment of marketing activities by the subsidiaries of MNCs. The relationship of these activities together with host country indicators, type of the management model, multinational organizational structure, age of the subsidiary, type of industry, level of production coordination, level of decision autonomy in different aspects and performance are all explored. In order to analyse the establishment of marketing activities we used a data set collected from a survey sent to MNCs subsidiaries located in five European countries:  Germany, France, Sweden, United Kingdom and Portugal, using 195 observations.

The paper is organized as follows. The next section includes a literature review. Section 3 describes the hypotheses. Section 4 explains the methodology. Section 5 includes the model. The estimation results are in section 6. Finally, section 7 concludes and summarizes.  

2. Literature Review

A wide body of references exists in the literature regarding the definition of marketing activities by multinational companies, which can be found in the works of Sorenson and Wiechmann (1975), Hansen and Boddewyn (1977), Hill and Still (1984), Picard, Bodewyn and Soehl (1998), Seifert and Ford (1989), Grosse and Zinn (1990a,b), Cavusgil, Zou and Naidu (1993) and Boddewyn and Grosse (1995). 

Theodosiou and Leonidou (2003) refer to two approaches with regards to the management of international marketing. The first is based on the concept of standardization, which is drawn upon the idea of growing convergence between consumer needs and preferences (Levitt, 1983; Ohmae, 1985). This idea is connected to the removal of communication barriers and the advent of the Internet age. The advantages of this approach would be centred in economies of scale, better coordination of marketing activities and consistent branding (Levitt, 1983; Douglas & Craig, 1986; Yip, Loewe & Yoshino, 1988; Aaker, 2001). The second approach is adaptation, considering that consumer preferences, purchasing power, culture and traditions differ from country to country (Terpstra & Sarathy, 2000). This concept considered the idea of standardization as an over simplification of marketing and an inversion of the marketing concept (Boddewyn, Soehl & Piccard, 1986; Wind, 1986; Douglas & Wind, 1987). The authors who defend this approach refer that the goal of marketing is not cost reduction, but to enhance growth and profitability (Onkvisit & Shaw, 1990; Rosen, 1990; Whitelock & Pimblett, 1997).

A third approach tends to conciliate this debate by suggesting a contingent approach to the problem considering that there are elements of the same continuum and the decision on either emphasis should be made according to the situation, like the specificity of the market, the evolution over time, and the impact on performance in international markets (Quelch & Hoff, 1986; Onkvisit & Shaw, 1990; Jain, 1989; Cavusgil & Zou, 1994).

Zou and Cavusgil, in 2002, also refer to the existing literature on global marketing strategy, identifying the presence of three major perspectives: standardization (Jain, 1989; Laroche et al., 2001; Levitt, 1983; Samiee & Roth, 1992), configuration-coordination (Craig & Douglas, 2000; Porter, 1986; Roth, Schweiger & Morrison, 1991) and integration (Birkinshaw, Morrison & Hulland, 1995; Yip, 1995; Zou & Cavusgil, 1996). 

This analysis introduces the aspects of configuration-coordination and integration on the perspectives of international marketing strategy. The configuration-coordination approach focuses on value-chain activities and exploits the synergies that exist across country markets, as well as the advantages associated with host countries, in a manner that can be related to the contingential perspective. 

Configuration would exploit the specific comparative advantages through specialization (Craig & Douglas, 2000; Kogut, 1989; Yip, 1995), while national coordination would capture synergies derived from economies of scale, scope and learning (Bartlett & Ghoshal, 1987; Kogut, 1989; Roth, 1992). 

The integration view is concerned with how a firm’s competitive actions are planned and executed across markets. Participation in major markets is a competitive leverage element and effective integration of competitive campaigns is determinant (Birkinshaw, Morrison & Hulland, 1995; Yip, 1989; Zou & Cavusgill, 1996). This presence is fundamental because of interdependences and the need to subsidise operations in some markets, with resources generated in other markets (Birkinsaw, Morrison & Hulland, 1995; Hamel & Prahalad, 1985). 

Zou and Cavusgil (2002) set a definition that can aggregate these elements, called global marketing strategy. This perspective tries to join these different approaches and aggregates the resource-based view of the multinational (Barney, 1991; Grant, 1991; Hamel & Prahalad, 1994; Lado, Boyd & Wright, 1992; Wernerflet, 1984) in which internal aspects determine performance and industrial organization (Day, 1994; Barney, 1991; Porter, 1980,1985), which bases performance in the fit to external factors.

Jain (1989) and Cavusgil and Zou (1994) have set a framework of the factors that influence the definition of marketing activities and refer to environmental factors, market characteristics, customer issues, competition aspects, product and industry specificities, organizational factors and managerial elements.

Several studies analysed these factors, measuring the degree of difference between home and host markets (Ozomer, Bodur & Cavusgil, 1991; Johnson & Arunthanes, 1995; Theodosiou & Kastsikeas, 2001). 

Other studies analysed the differences in marketing strategies between the domestic market and overseas markets in aspects such as marketing mix, through product, price, promotion and distribution (Johnson & Arunthanes, 1995; Leonidou, 1996) and standardization/adaptation (Shoam, 1999; Theodosiou & Katsikeas, 2001).

The performance analysis has been made in a multidimensional perspective, joining financial, strategic and marketing dimensions, focusing on aspects like sales, market share and profit (Kotabe & Omura, 1989; Kotabe, 1990; Kotabe & Okoroafo, 1990; Cavusgil & Zou, 1994; Hewett & Bearden, 2001).

In the context of the subsidiary strategy, the role of the subsidiary’s manager in developing initiatives has been the focus of several studies (Birkinshaw & Hood, 1998a, 1998b, 1997; Holm & Pedersen, 2000; Prahalad & Doz, 1981; Jarillo & Martinez, 1990; Kogut & Zander, 1995; Malnight, 1996). These aspects have been developed altogether with subsidiary’s role studies conducted by Bartlett and Ghoshal (1986), Etemad and Dulude (1986), White and Poynter (1984), Bartlett and Ghoshal (1989) and Hedlund (1986) and subsidiary headquarters relationships (Brandt & Hulbert, 1976; Hedlund, 1981; Otterbeck, 1981; Stopforf & Wells 1972; Vernon, 1966).

Studies on the concept of subsidiary initiatives in marketing activities have been developed by Terpstra and Sarathy (2000) who analysed the tendencies of foreign subsidiaries of developing their independent national market marketing operations.

3. Hypotheses

In this paper we put forward eight hypotheses regarding the factors that influence the establishment of marketing activities in the subsidiaries of multinational companies.

In hypothesis 1 it is stated that: the cultural dimensions influence the establishment of marketing activities in the subsidiaries. 

This first hypothesis relies on a vast literature that includes the works of Hofstede (1987), Ronen and Shenkar (1985), Kogut and Singh (1988) and Schneider and Barsoux (1997). Other authors such as Porter (1990) and Dunning (1998) stress the relevance of national elements in the international location and the importance of international “clusters” for the composition of portfolio of subsidiaries. 

The influence of culture on international marketing management is well recognized (see Jain, 1990; Czinkota & Ronkkainen, 1990; Terpstra & Sarathy, 1991). Related to subsidiary marketing adaptation we can consider cultural factors, such as custom, tradition and attitude towards product design, bargaining behaviour, price sensitivity, shopping attitudes and preferences in distribution systems (Buzzell, 1968). 

Some authors (Wills & Ryans 1982; Johnstone, Kaynack & Sparkman, 1987) pointed out the influence of local values in advertisement campaigns. More recently, the use of linguistic symbols has been studied. The particular relevance of each country’s roles, such as legislation and custom, is mention by Gilly (1988) and can be extended to promotion and sale techniques.

Hypothesis 2 states that: the type of management model of the parent company influences the establishment of marketing activities in the subsidiaries.

This hypothesis introduces the type of management model of the parent company as a determinant of the subsidiary’s marketing activities. For this purpose, we consider the classification of the companies into three distinct models, according to the proximity of the parent: a European model, an American and a Japanese model. 

While in western countries competition is a common form of market organization in the oriental counterparts there are more cooperative efforts, with companies relying on mutual dependence, sharing information and developing long-term relations (Orru et al., 1989). In terms of decentralization of functions and authority there is more diversity in American than in Japanese firms. As a result of this model, control is exercised in a more personalized way and based on personal contact and common values than in formal processes (Kagono, et al. 1985). Calori and De Woot (1994) state that compared with American and Japanese managers there is a specific European management model. Despite the diversity of countries in Europe they consider that the approximation to a social perspective of the market economy as well as a more active involvement of the workers in the decision process are distinguishing factors of an European management model. Furthermore, these authors state that American and Japanese companies operating in Europe do not follow this model. 

In terms of market organization, Japanese firms develop a more extensive network of companies, associated with family and loyalty relationships, than the more professional management of the American firms, where activities are managed as “portfolio” with planning and control mechanisms (Whitley, 1992). 

In hypothesis 3 it is stated that: the type of organizational form is a factor that determines the establishment of marketing activities in the subsidiaries. 

            Bartlett and Ghoshal (1989) describe the multinational as a transnational organization network that goes beyond the traditional hierarchical structure. Other works include headquarters subsidiary relations (Otterbeck, 1981; Luostarinen & Welch, 1990; Hedlund, 1980, 1984, 1986). Thus, this standpoint expands the traditional organizational forms of Chandler (1962) and Williamson (1975). The literature on multinational corporations generally points as critical the establishment of an effective relationship with the local manager responsible for marketing activities (Jain, 1989; Quelch & Hoff, 1986) even if a standard marketing strategy across countries is adopted. The acquiescence of the subsidiary to the headquarters in terms of marketing procedures, programmes and implementation in the local market is a reflection of a successful organization between the MNC and the subsidiary (Hewett & Bearden, 2001). According to Bartlett and Ghoshal (1991), the organization between MNCs and their subsidiaries suffer a significant change with the adoption of a multinational flexibility by relinquishing strategic roles to individual subsidiaries. To create and sustain an effective relationship between MNCs and subsidiaries two factors must be present: subsidiary’s trust and dependence on the headquarters (see Blau, 1964; Makoba, 1993; La Valle, 1994; Hewett & Bearden, 2001). According to studies (Boze & Paton, 1995; Kindel, 1994) the communication between headquarters and subsidiaries is very important to companies dedicated to global marketing. 


              In this sense, the definition of an organizational form sets the floor for the operations and the relationship between the company and its subsidiary and can also influence the subsidiary’s level marketing activities.

In hypothesis 4 it is stated that: the age of the subsidiary is an element determinating the establishment of marketing activities in the subsidiaries. 

This hypothesis rely on the idea that the number of years of existence of the subsidiary derives from the concept of life cycle in which we can observe the subsidiary evolving from one type of strategic role to another within the multinational network. This concept is developed on the works of Etemad and Dulude (1986), Young, Hood and Dunlop (1988), Bartlett and Ghoshal (1989), Roth and Morrison (1992), Taggart (1996) and Birkinshaw (1996).

White and Poynter (1984) state that there is a natural progression in the subsidiaries roles due to the evolution of their capabilities over time. Other authors defend an evolution path of subsidiaries over time based on the idea of the development of international mandates (Birkinshaw, 1996; Galunic & Eisenhardt, 1995).

Prahalad and Doz (1987) analyzed this process by focusing on the changes in subsidiary roles by inquiring into the past, present and future situation of the firms, having this work later developed by Jarillo and Martinez (1990). Taggart (1996) studied the evolution of subsidiaries typology in terms of coordination and configuration. Simões and Biscaya (1997) consider that the perception of the internationalization process evolves over time and can be refer to as a pattern of subsidiary evolution. 

We also consider the level of maturity or life cycle phase as a factor that derives marketing activities in the subsidiaries. This supposes that there is a process of relationship building and subsidiary evolution that promotes the definitions of activities at the subsidiary level.

In hypothesis 5 it is stated that: the type of industry operations is an element determinating the establishment of marketing activities in the subsidiaries. 

This hypothesis is based on the concept that an industry is defined as a group of companies that offers similar products or class products (Kotler, 1994) and knowing that industry operations became critical to establish marketing activities. Some industries focus on local responsiveness, but others are globally oriented. According to Kotabe and Helsen (1998) global industries are defined as “those where a firm’s competitive position in one country is affected by its position in other countries”. One aspect that must be considered is the nature of competitive industry structure. The Porter’s (1986) analysis is crucial to understand the multidimensional nature of competitive industry.

This premise considers the type of industry since it is likely that the operations of computer companies will dictate a much different kind of relations between multinational management and subsidiary management than a heavy-industry company. This factor is considered a determinant of company strategy in the works of Porter (1986), Prahalad and Doz (1987), Bartlett and Ghoshal (1989) and Kotabe and Helsen (1998). The concept of industry as a determinant variable to multinational operations can also be found in the works of Prahalad and Doz (1987), Bartlett and Ghoshal (1989), Roth and Morrison (1992) and White and Poynter (1984). The importance of industry as a determinant of marketing adaptation can be found in Buzzell (1968). This author refers to industry conditions like the extent of product differentiation, life cycle stage, quality levels and distribution system.

In hypothesis 6 it is stated that: the level of production coordination is a factor that determines  the establishment of marketing activities in the subsidiaries. 

The definition of the coordination level at the production can be analyzed within the perspective of the strategic role of the subsidiaries. The work in this area leads to the definition of typologies that classify the subsidiaries according to their specific tasks. These typologies can be found in the work of White and Poynter (1984), Bartlett and Ghoshal (1986), Jarillo and Martinez (1990), Gupta and Govidarajan, (1991), Roth and Morrison (1992), Birkinshaw, Morrison and Hulland (1995) and Taggart (1996, 1997).

The dimensions of classification can vary from market scope, product scope and value added scope (White & Poynter, 1984), integration, localization (Porter, 1986; Bartlett, 1986; Prahalad & Doz, 1987; Jarillo & Martinez, 1990; Roth & Morrison, 1992; Taggart, 1997), market coverage and product responsibility (Birkinshaw, 1996), inflows and outflows of communication (Gupta & Govidarajan, 1991) or autonomy and procedural justice (Taggart, 1997).

These typologies identify strategic roles that define the production specialization or manufacturing integration between subsidiaries. For instance White and Poynter (1984) define a classification of subsidiaries in “marketing satellite”, “miniature replica”, “product specialist“, “rationalize manufacturer” and “strategic independent”. This classification has been analyzed by Jarillo and Martinez (1990) and Taggart (1997).

Considering this stream of literature that analyses subsidiary strategic roles and the definition of typologies of subsidiary classifications, we can argue that the definition of marketing activities follows the broader establishment of strategic functions of the subsidiary.

In hypothesis 7 it is stated that: the existence of autonomy in the decision-making process on markets, production and R&D, reveals a capability that can be fostered into marketing activities. 

             Initial studies on autonomy were developed by Aylmer (1970) and Peccei and Warner (1976). In 1982, Garnier developed the concept of global autonomy index to classify the relations. Gates and Egelhoff (1986) identified the headquarters as the more powerful element in determinating subsidiary autonomy. Ghoshal and Bartlett (1988) linked autonomy to the capacity of creating and disseminating innovations through the multinational network. 
One particular area of decision is the R&D activities. The importance of innovation and gains of efficiency is so determinant to competitiveness that the capacity of investigating and developing technology becomes a critical competence. Its importance to the multinational competitive success can fundamentally change the relationship with a subsidiary that can promote these efforts. These aspects of technology and innovation have been stressed by various authors Forsgreen, Holm and Johanson (1992); Kogut and Zander (1993); Dunning (1992) and Papanastassiou and Pearce (1996, 1997). This is a factor that Porter (1990) considers essential in the competitive which also has been referred to by Forsgren, Holm and Johanson (1992); Kogut and Zander (1993); Birkinshaw and Hood (1997); Dunning (1992); Dunning and Narula (1995); De Meyer (1993) and Papanastassiou and Pearce (1996, 1997). 

The autonomy of the subsidiary is also an important factor that affects the MNCs international marketing decisions, as pointed by Picard, Boddewyn and Grosse (1998).

In hypothesis 8 it is stated that: the level of performance in sales is a factor that commands the  establishment of marketing activities in the subsidiaries. 

The link between marketing and performance constitutes the final element in the process of global marketing strategy. This relation is normally established using performance as a product of marketing initiatives (Birkinshaw, Morrison & Hulland, 1995; Hamel & Prahlad, 1985; Jain, 1989; Levitt, 1983; Ohame, 1985; Porter, 1986; Yip, 1995; Zou & Cavusgil, 1996). Zou and Cavusgil (2002) defend that the different global marketing perspectives can be joined together around the concept of marketing affecting performance. According to theses authors, the various approaches of defining marketing activities in the multinational, all aim at the same goal of increasing competitiveness and profitability. Performance can be linked to global marketing strategy (Cavusgill & Zou, 1994; Samiee & Roth, 1992; Buzzell & Gale, 1987; Szymanski, Bharadwaj & Varadarajan, 1993), external conditions like the five prerequisites (Samiee & Roth, 1992), the technological infrastructure (Yip 1995; Zou & Cavusgil, 1996), competitive pressures (Porter, 1986; Yip, 1995), firm global orientation (Bartlett & Ghoshal, 1991; Kim & Mauborgne, 1991; Wernerfelt, 1984) and international experience (Douglas & Craig, 1986; Hill, 1996). According to Kotabe (1990) firms can improve their performance by focusing on R&D in order to innovate the products/services designs. Forsgreen, Holm and Johanson (1992) stated that high performance and business development permitted the subsidiaries to gain autonomy. 

In this work we assess in which way relative past profitability can affect the development of marketing activities at the subsidiary level.

4. Methodology of the Study

The marketing operations were analysed considering four levels of activities: promotion and advertising (PADV), product distribution (PRODD), sales autonomy SALESA) and customer service (CUSTSER). These variables were measured in an ordinal scale that classifies the activities as not being performed by the subsidiary (Level 0), performed by subsidiary to a single country (Level 1) and performed by subsidiary for multiple countries (Level 2).

 
In order to test the first hypothesis we measure national culture through the Hofstede’s (1987) cultural dimensions: power distance, masculinity, uncertainty avoidance and individualism. Hofstede also developed a fifth indicator in order to distinguish oriental cultures from the occidental counterparts, which is designated by confucianism. Nevertheless, we do not analyse its role since this work only includes subsidiaries located in Europe.

 The countries selected were United Kingdom, Sweden, Germany, France and Portugal, representing different groups of European nations: Anglo-Saxonic, Nordic, Germanic, Central Europe and Southern Europe. The sample was taken from the Dun & Bradstreet database of the European companies by quotas, according to the proportion of foreign subsidiaries in each country, representing a wide range of industries and with a random process of company selection. Then a questionnaire was sent to the foreign subsidiaries in the selected countries. This questionnaire was directed to the managers with the indication that they should themselves supply the information. The variables used in the questionnaire to characterize the market initiative of the subsidiaries include the classification of the management model, the organizational form of the multinational, the number of years of establishment, the type of industry, the level of production coordination, decision autonomy on markets served, production, research and development and performance level, measured by the sales comparatively to other subsidiaries in the multinational. The variables definitions are in Table 1.

The percentage of responses to the questionnaire was of 19.5% and percentage of subsidiaries in the sample are mainly German (21.7%), followed by subsidiaries from the United Kingdom (20.5%), France (20.0%), Sweden (10.8%) and Portugal (9.2%), having the highest response rate come from Sweden (21.7%).  Given that the distribution of responses by country does not diverge significantly from the initial setting of the questionnaires, we can consider that the distribution of responses does not undermines the significance of the sample. 

5. The Empirical Model

Given the ordinal nature of the alternative answers, the ordered probit model seems appropriate. This model is briefly described on the next section (see Maddala, 1983, or Greene, 2000). 

Consider that the propensity of subsidiary i to pick up a specific answer (Level) is determined by the following equation:
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However, what is observed in the sample is not the variable 
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The thresholds (k  (k=0,1) are unknown partition parameters of the standard normal distribution to be estimated together with (. The probabilities that the subsidiary is found in one of the three possible alternatives are given by:
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where 
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indicates the standard normal cumulative distribution function. 

Estimation method

The model can be estimated by the maximum likelihood method. Given the probabilities defined in (3), the maximum likelihood function reads as:
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where 
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However, what is normally maximized is the function:
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Since 
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Hypotheses testing

Under certain conditions, the values restrict likelihood function 
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This function has Chi-squared distribution with m degrees of freedom, with m equal to the number of restrictions imposed.
6. Estimation Results

The estimation results are included in Table 2. The null hypothesis, that the exogenous variables have no explanatory power, is rejected at the 1% level, since the values of the Chi-squared tests, presented at the bottom of that Table, are far above the critical values in all models.

The results reveal that the higher the level of individualism and uncertainty avoidance the higher the probability of the subsidiary developing promotion and advertising activities (PADV) for more than one country (Level 2) and lower the probability of not performing these activities (Level 0). The reverse is valid for masculinity and power distance.

Although the coefficients of the cultural dimensions are not significant in the case of product distribution (PRODD), sales autonomy (SALESA) and customer service (CUSTSER) we still find the same type of relation as in PADV.  The absence of significance only means that there is no significant difference in the probability of being in Level 0 and Level 2 but does not provide any information with respect to the relations between Level 0 and Level 1 or between Level 1 and Level 2. 

Apart from the cultural dimensions, which are continuous variables, all other variables are binary. This implies that the significance of the coefficient depends on the category of reference and therefore must be interpreted in this context. For instance, in the case of the organizational form of the multinational company we can see that having a global structure instead of a multi-domestic configuration (reference category) increases the probability of being in Level 2 and decreases the probability of being in Level 0. However, looking at the results in Table 2 we cannot immediately conclude that the coefficient associated to a global structure remains significant once the reference category switches from multi-domestic to international.   

We also performed a set of tests regarding the hypotheses put forward in the paper, which are included in Table 3. As we can see, the results support most of the hypotheses. The only exception is related with hypothesis 2. In this case, we do not find support for the hypothesis that the type of management model influences promotion and advertising (PADV), sales autonomy (SALESA) and customer service (CUSTSER).     

7. Discussion and Conclusions

In this paper we have examined the factors that influence the establishment of marketing activities in the subsidiaries of multinational companies. The results support the theory that these activities are influenced by cultural factors, the organizational form of the MNC, age of the subsidiary, the type of industry, the level of production coordination between the MNC and the subsidiary, the existence of autonomy of decision with respect to markets, production and R&D and, finally, the relative level of performance of the subsidiary. We have not found support for the idea that the type of management model, captured by the national origin of the multinational company, plays a role in the development of those activities. 

The fact that individualism increases the probability of developing marketing activities in multiple countries suggests that local managers initiatives are important in this process. The same applies to uncertainty avoidance, which suggests that an organized operation, derived from the social environment, can foster a higher implementing capability. On the other hand, masculinity and power distance can lead to a more competitive behavior which may be at odds with the need for a more cooperative arrangement

The organizational form of the multinational company also matters in the sense that a global structure provides a better environment for developing marketing activities for multiple countries by the subsidiaries. The age of the subsidiary is also an important factor. In particular, the probability of implementing broader marketing activities follows an inverse U-shaped pattern, likely indicating a life-cycle process or a change over time in the subsidiary’s role in marketing. 

The results show that the probability of developing marketing activities for several countries is more likely in the petroleum & plastics and paper & allied products than in the other industries. This suggests those other industries encompass a lower standardization. With respect to production coordination between the subsidiaries, it is possible to establish that a higher coordination leads to a lower level of marketing activities. With respect to autonomy it is possible to distinguish two cases. First, there is a positive effect of decision autonomy in the market served and production operations on marketing activities. Second, there is a negative effect of decision autonomy in research and development of those activities. Likely, this is due to the fact that research and development capabilities are relatively specialized in this process.

We also conclude that the sales performance as compared with other subsidiaries have a negative impact on the development of marketing activities to several countries. This is in accordance with the idea that locally adapted marketing policies yield better results. Finally, we do not find support for the hypothesis that the type of management model, captured by the national origin of the multinational company, plays a role in the development of those activities. This likely derives from the fact that marketing is an area in which local responsiveness is a stronger force than corporate culture. 

The results obtained imply that the definition of marketing activities have to be managed according to cultural differences. Adaptation is important in the sense that subsidiary managers must realize that there is a necessary evolution and maturity in order to access more marketing activities, and that performance is key to sustain this process. For headquarters managers, the results show that organizational forms can influence the marketing configurations in an important manner, potentially constraining the local response, and that industry is a factor that requires consideration. When evaluating and deciding the establishment of marketing activities in the subsidiaries the level of production coordination is also a significant influence. 

As limitations of this work we consider the geographical scope as a boundary to generalization and the need to enlarge the sample to other subsidiaries outside Europe and analyze other variables that are related to the type of relationships between headquarters and subsidiary in terms of communication, procedural justice, that could not be included in the model estimated because of colinearity. As future research elements we consider the need for more investigation on micro factors affecting the decisions of marketing activities at the subsidiary level, focusing on case studies to test these results within the same company over time. 
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Table 1– Variables Definition and Main Results

	Factors
	Description
	Variables
	Impact
	Signifiance

	Cultural Indicators 
	Level of Hofstede Indicator fot the country
	Individualism
	+
	Padv **

	
	
	Masculinity
	-
	Padv *

	
	
	Power Distance
	-
	Padv **

	
	
	Uncertainty Avoidance
	+
	Padv *

	Management Model
	Management model in function of MNC Country
	Europe (a)
	Ref.
	

	
	
	United States
	+
	

	
	
	Japan
	+
	Prodd *** 

	Organizational factors
	Multinational organizational form
	Multidomestic (a)
	Ref
	

	
	
	International
	+
	Prodd *

	
	
	Global
	+
	Padv*

	Number of Years
	Number of years of establishment of the subsidiary
	Years < 10 (a)
	Ref
	 

	
	
	Years 10-20
	+
	 n.s.

	
	
	Years 20-50
	-
	Padv*** 

	
	
	Years >50
	-
	Padv**

	Industry
	Type of industry of subsidiaries
	Food & Kindred products
	-
	Padv**

	
	
	Transp. Equipment
	-
	 n.s.

	
	
	Paper & Allied Products
	+
	 n.s.

	
	
	Machinery & Metals 
	-
	 n.s.

	
	
	Electronics
	-
	 n.s.

	
	
	Textiles & Leather 
	-
	 n.s.

	
	
	Chemicals 
	-
	Prodd ***

	
	
	Measu.& Controling. Inst.
	-
	 n.s.

	
	
	Petroleum & Plastics (a)
	Ref
	

	Coordination
	Coordination measured trough production sharing
	Prod Coord <20% (a)
	Ref
	

	
	
	Prod Coord 20%-50%
	-
	Padv**

	
	
	Prod Coord >50%
	-
	n.s.

	
	
	Prod Coord Non Existent
	-
	n.s.

	Autonomy 

	Autonomy is measured by decision formulation regarding markets served, production operations and r&d activities
	Mark d – Parent (a)
	Ref
	

	
	
	Mark d – Parent+Subsidiary
	-
	n.s.

	
	
	Mark d – Subsidiary+Parent
	+
	n.s.

	
	
	Mark d – Subsidiary
	+
	n.s.

	
	
	Prod d – Parent (a)
	Ref
	

	
	
	Prod d – Parent+Subsidiary 
	Ref
	Salesa** 

	
	
	Prod d – Subsidiary+Parent
	+
	Salesa** 

	
	
	Prod d – Subsidiary
	+
	Custs***

	
	
	R&d d – Parent (a)
	Ref
	

	
	
	R&d d – Parent+Subsidiary
	-
	 n.s.

	
	
	R&D d – Subsidiary+Parent
	-
	Salesa**

	
	
	R&D d – Subsidiary
	-
	Padv***

	Performance
	Performance in sales compared to other subsidiaries
	Sales below (a)
	Ref
	

	
	
	Sales equal
	-
	Padv*

	
	
	Sales above
	-
	Padv**

	
	
	Sales above+
	-
	 n.s.


(a) Categories of reference considered and left out of model.

* Significant at the 1% ; ** Significant at the 5%  ; *** Significant at the 10%

Table 2 - Ordered Probit Estimates

	
	PADV
	
	PRODD
	
	SALESA
	
	CUSTSER
	

	
	
	
	
	
	
	
	
	

	Constant
	-2.493
	 
	-1.863
	 
	-8.948
	 
	-11.174
	

	Individualism
	0.163
	**
	0.019
	 
	0.087
	 
	0.117
	

	Masculinity
	-0.114
	*
	0.017
	 
	-0.046
	 
	-0.059
	

	Power Distance
	-0.288
	**
	-0.014
	 
	-0.051
	 
	-0.084
	

	Uncertainty Avoidance
	0.259
	*
	0.026
	 
	0.103
	 
	0.115
	

	United States
	0.270
	 
	-0.601
	 
	0.423
	 
	1.068
	

	Japan
	0.337
	 
	-1.808
	***
	0.761
	 
	1.699
	

	International
	0.319
	 
	2.336
	**
	1.798
	 
	2.326
	

	Global
	2.853
	*
	3.226
	*
	3.471
	*
	3.450
	**

	Years 10-20
	1.131
	 
	0.997
	 
	1.007
	 
	1.454
	

	Years 20-50
	-1.475
	***
	0.479
	 
	0.089
	 
	1.101
	

	Years >50
	-2.189
	**
	0.257
	 
	-1.893
	***
	-1.351
	

	Food & Kindred products
	-4.816
	**
	-0.626
	 
	-1.752
	 
	-1.879
	

	Transp. Equipment
	-1.881
	 
	0.655
	 
	0.290
	 
	0.103
	

	Paper & Allied Products
	0.051
	 
	-0.596
	 
	-0.740
	 
	-1.316
	

	Machinery & Metals 
	-0.703
	 
	-0.008
	 
	3.633
	 
	2.028
	

	Electronics
	-0.342
	 
	-0.170
	 
	-0.221
	 
	-1.145
	

	Textiles & Leather 
	-1.661
	 
	-0.541
	 
	0.149
	 
	-0.560
	

	Chemicals 
	-1.573
	 
	-2.420
	***
	-1.710
	 
	-1.094
	

	Measu.& Controling. Inst.
	-0.388
	 
	-0.899
	 
	-0.787
	 
	-1.138
	

	Prod Coord 20%-50%
	-3.439
	**
	-2.436
	*
	-1.411
	 
	-0.222
	

	Prod Coord>50%
	-0.976
	 
	-0.356
	 
	-0.565
	 
	-0.418
	

	Prod Coord Non Existent
	-1.405
	 
	0.221
	 
	0.339
	 
	1.020
	

	Mark d – Parent+Subsidiary
	-0.004
	 
	0.088
	 
	1.624
	 
	0.955
	

	Mark d – Subsidiary+Parent
	1.365
	 
	0.056
	 
	2.009
	 
	1.536
	

	Mark d – Subsidiary
	0.849
	 
	-0.170
	 
	1.568
	 
	0.365
	

	Prod d – Parent+Subsidiary
	-0.050
	 
	0.312
	 
	2.534
	**
	2.904
	**

	Prod d – Subsidiary+Parent
	0.579
	 
	0.662
	 
	4.241
	*
	4.168
	*

	Prod d – Subsidiary
	0.397
	 
	0.681
	 
	2.408
	 
	3.330
	***

	R&d d – Parent+Subsidiary
	-0.529
	 
	0.302
	 
	-0.765
	 
	-0.593
	

	R&D d – Subsidiary+Parent
	-2.769
	***
	-1.679
	***
	-2.084
	**
	-1.884
	

	R&D d – Subsidiary
	-3.082
	***
	0.821
	 
	1.202
	 
	2.954
	

	Sales equal
	-3.721
	*
	-1.197
	 
	-2.604
	 
	-1.708
	

	Sales above
	-3.322
	**
	-0.567
	 
	-3.707
	 
	-2.557
	

	Sales above+
	-1.330
	 
	0.694
	 
	-1.892
	 
	-1.433
	

	
	
	
	
	
	
	
	
	

	µ1
	2.892
	*
	2.197
	*
	2.777
	*
	2.923
	*

	
	
	
	
	
	
	
	
	

	Log-L
	-97.6
	
	-112.4
	
	-95.2
	
	-92.0
	

	Log-L (slopes=0)
	-198.0
	
	-167.7
	
	-182.4
	
	-170.7
	

	Chi-squared (34)
	200.8
	
	-110.6
	
	174.4
	
	157.4
	

	N
	195
	
	195
	
	195
	
	195
	


* Significant at the 1% level; ** Significant at the 5% level;  *** Significant at the 10% level.

Table 3 - Hypotheses Testing

	
	PADV
	PRODD
	SALESA
	CUSTSER
	
	

	
	LRT
	LRT
	LRT
	LRT
	DF
	Critical Value (5%)

	H0: cultural dimensions have no explanatory power
	58.03
	12.01
	27.68
	14.66
	4
	9.49

	
	
	
	
	
	
	

	H0: the type of management model of the MNC has no explanatory power
	0.27*
	9.52
	0.99*
	5.43*
	2
	5.99

	
	
	
	
	
	
	

	H0: the organizational form has no explanatory power
	52.35
	34.75
	38.34
	29.91
	2
	5.99

	
	
	
	
	
	
	

	H0: the number of years (age) of the subsidiary has no explanatory power
	31.57
	6.15
	18.40
	24.70
	3
	7.81

	
	
	
	
	
	
	

	H0: the type of industry has no explanatory power
	49.34
	25.78
	50.84
	32.22
	8
	15.51

	
	
	
	
	
	
	

	H0: the level of production coordination has no explanatory power
	27.34
	26.77
	10.91
	14.35
	3
	7.81

	
	
	
	
	
	
	

	H0: the existence of autonomy of decisions on markets, production and R&D has no explanatory power
	41.63
	27.40
	46.42
	63.02
	9
	16.92

	
	
	
	
	
	
	

	H0: the level of performance has no explanatory power
	39.71
	15.43
	19.81
	10.07
	3
	7.81


* The null hypothesis is not rejected

LRT = Likelihood-ratio-test 

DF=degree of freedom 
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