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This paper analyses the market orientation of MNE operations in the Greek market using a sample of 92 subsidiaries. The research is focused  in the importance of different export markets. The relationship between the dependent variables i.e. different export markets, and the independent variables, i.e. qualitative and quantitative characteristics of subsidiaries, is tested by using ordered logit. Results underline the fact that Greece is evolving into a dynamic location with  a vital strategic role for MNE operations.
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1. Introduction 

Foreign Direct Investment (FDI) has been encouraged in Greece since the early 1950s, in order to revive and expand the country's industrial base. Heavy - Smithian -type  of industries, such as chemicals, basic metals and transportation, attracted the majority of FDI flows in the 1960s and early 1970s.  In the 1980s and 1990s labour intensive Heckscher-Ohlin –type of  industries such as textiles, food and drink as well as consumer electronics were the main recipients of FDI flows (Ozawa, 1994; Louri, et al., 2000).

Major investing force in Greece is the European Union (EU), with approximately 70% of total inward FDI in 2001 (ELKE, 2003). The largest European investing countries include the Netherlands, Luxembourg, France and Germany. Finally, Greece receives a significant amount of FDI by other European countries and  the US  (see Appendix B for a detailed analysis of Greek inward FDI by country of origin).

In this paper we present evidence on Multinational Enterprise (MNE) operations in Greece reflecting the importance they ascribe to their subsidiaries as active parts of a wider network of production. Greece was selected for the analysis for two reasons: Firstly, because of its significant geopolitical location under the current business era. The opening up of eastern European markets allowed Greece based companies (both foreign and local) to enter to these markets via trade or FDI (Louri, et. al; 2000 and Demos et. al; 2003).  An interesting implication of this analysis is the emerging potential of foreign subsidiaries located in Greece to upgrade their roles into more sophisticated regional representatives of their respective groups. Furthermore, this is the first time that a similar analysis is presented in international literature for Greece per se. This will allow us to further understand how firms located in small- open peripheral European economies can benefit from new patterns of international involvement. 

Data on Greek based subsidiaries were obtained through a postal questionnaire survey research conducted between 2000-2001. The number of questionnaires sent out was 314 relying on information collected by ICAP
. Out of 92 usuable responses received,  57 refer to European multinationals and the remaining 35 to multinationals outside Europe.  Data are presented in the form of frequencies  allowing us to discuss the differences among industries, home countries and host countries, and average response rates. (see Appendix A for the frequency distribution of the main survey sample by (a) home country and (b) by individual sector breakdown).

2. Theoretical Background

The internationalization process has captured the interest of many researchers since the late 1970s (Liesch and Knight 1999; Eriksson et al 1997; Calof and Beamish 1995; Barett and Wilkinson 1985; Cavusgil 1980; Wiedersheim et al 1978; Johanson and Vahlne, 1977). The concept of a firm’s internationalization relates to the development of a corporation in international markets (Lamb and Liesch 2002). Several studies in international business have indicated, explicitly or implicitly, that the process of a firm’s internationalization is path dependant (Eriksson et al 2000; Johanson and Vahlne, 1990, Luostarinen, 1980; Carlson 1974). It thus requires a gradual increase of involvement of the firm in the international environment (Johanson and Vahlne, 1977,1990). 

A series of well-established theories and concepts concerning the internationalization process have been developed in recent years. Among the most widely used models is the Uppsala Internationalization Model (U-IM) and the Innovation – related Internationalization Model (I-M). Both models are based on a behavioral approach regarding internationalization as a process (Anderssen, 1993). They are dominated by a sequence of stages in the whole implementation procedure. Nevertheless, the U-IM emphasizes on learning theory, whereas the I-M on a step-by-step development.  Both models consider critical the accumulation of host market knowledge, the similarities in the so-called physical factors (cultural, economic and political similarities between the home and host countries) and the importance of exporting as the main mean of supplying host markets with commodities. However, the models de-emphasize the importance ascribed to a subsidiary not only as recourses recipient (in order to achieve perceived business opportunities), but also as an implementer of an “autonomous” strategy in the international involvement of the MNE.

It is understood that companies may go abroad for a variety of reasons: To gain access to new customers, to achieve lower costs, to capitalize on their core competencies and to spread their market risk across a wider market base (Thompson and Strickland, 2001). Additionally, they may conceive this process as essential in the global competitive environment (Ohmae, 1990) or they may understand it as an indicator of status, success and progress (Perlmutter, 1995). 

Consequently, in the internationalization process, and once FDI is considered as the main expansion strategy, we can identify the following stages: The first stage determines the type of MNE activities to be expanded and the choice of a suitable location for establishing foreign operations. The second stage includes the creation of the subsidiary itself. Finally, the third comprises the subsidiary’s adaptation to the new environment. The last stage, concerns the identification of subsidiary’s strategy, i.e defines the nature of the subsidiary, the extent of its independence from the parent company and its special features. 

Extensive work by Pearce  (1992), Taggart and Hood  (1997), Hood, Young and Lal   (1994), Young, Hood and Dunlop  (1988), Birkinshaw and Morrison  (1995) and Birkinshaw and Hood  (2000) has provided a solid theoretical and applied framework for the understanding of the MNE group as a network of subsidiaries with evolving strategic priorities and roles
.

Thus, expanding globally, is a dynamic interrelated procedure that should rely both on the internal prerequisites available to firms in order to handle international activities and the specific environment of the recipient country (Dunning, 1993).

In this paper, we argue that the process of getting into new markets stems from the strategic expansion planning of the subsidiaries as an effective response towards competitive pressures arising form both the group itself as well as the external geographic environment.

3. Key Characteristics of Foreign Subsidiaries in  Greece

The next section analyses key characteristics of foreign subsidiaries in Greece as they were obtained by the questionnaire survey.

3.1 Timing of Entry 

Indications of foreign subsidiaries timing of entry in the Greek market can be obtained in Table 1. Subsidiaries were asked the following question:

Survey Question 1: When was the company established in Greece?
As it is presented in Table 1, Greece was selected by MNEs as a strategic location quite recently. Nearly 60% of EU MNE operations have been set up since 1980, coinciding with Greece’s joining the EU. Japanese MNEs made a considerable dynamic entrance in Greece, since the 33.4% of them was located in Greece  during the last decade. The same tendency characterizes US operations, where 65.1% of them were established in Greece after 1980. More or less the same figures are applicable for subsidiaries coming from the remaining countries of the rest of the world (ROW).

Table 1: Dates of Establishment of Foreign Subsidiaries in Greece

	Dates of Establishment in the Greek Market (Per Cent of Cases), N=91

	

	
	
	Before 1969
	1970-1979
	1980-1989
	1990-2002
	Total

	By Location of HQ
	
	
	
	
	

	EU Countries
	22.2
	17.1
	25.7
	35.0
	100.0

	Other European Countries*
	30.0
	20.0
	25.0
	25.0
	100.0

	USA
	33.4
	9.5
	23.8
	33.3
	100.0

	Japan
	33.3
	16.7
	16.6
	33.4
	100.0

	Rest of the World**
	33.3
	0.0
	0.0
	66.7
	100.0

	 x2= 4.043†

	
	
	
	
	
	
	

	
	
	Before 1969
	1970-1979
	1980-1989
	1990-2002
	Total

	By Sector
	
	
	
	
	

	Food and Beverage
	26.8
	6.6
	23.3
	43.3
	100.0

	Heavy Industry***
	16.6
	33.4
	29.2
	20.8
	100.0

	Pharmaceuticals
	79.9
	18.1
	0.0
	0.0
	100.0

	Automobiles and Transport Equip​ment
	20.0
	0.0
	30.0
	50.0
	100.0

	Textiles
	0.0
	50.0
	0.0
	50.0
	100.0

	Services****
	14.4
	21.4
	28.5
	35.7
	100.0

	 x2 = 28.5104†††

	
	
	
	
	
	

	
	Before 1969
	1970-1979
	1980-1989
	1990-2002
	Total

	Technology Intensity*****
	
	
	
	
	

	High
	44,8
	22.2
	16.5
	16.5
	100.0

	Medium – Low
	12.7
	18.6
	29.1
	39.5
	100.0

	 x2 = 6.0546

	
	

	† significant at 10%, †† significant at 5%, ††† significant at 1% 

	*
	Includes subsidiaries from Switzerland, Cyprus, Liechtenstein, Luxembourg and Russia

	**
	Includes subsidiaries from South Korea, Panama and Canada

	***
	Heavy Industry includes Mechanical Engineering, Chemicals, Metal Manufacturing, Electronics, Industrial and Agricultural Chemicals and other Manufacturing

	****
	Services includes Banks, Hotels, Consulting and Publishing

	*****
	High Technology includes Pharmaceuticals and Electronics.

Medium - Low Technology Sectors include Food , Automobiles and Transport Equipment and Textiles. 


Data on the date of establishment of foreign subsidiaries in Greece show evidence of the growth of fast moving consumer goods markets such as food and beverages and textiles in the 1990s. Trends in these two highly consumer -oriented industries imply that domestic firms could not cover local needs, leaving foreign subsidiaries with high returns on investment anticipation. Automobiles and Transport Equipment
 is another industry that faced the same experience since there is no local corporation activated in that industry. The overall upward trend can also be justified by the amelioration of the local population living standard. On the other hand, facts reveal a steady decline of FDI  in  heavy industry and pharmaceuticals, sectors that definitely require continuous investment in technology. 

Amongst the countries of origin, EU and US based corporations represent the higher share of subsidiaries in the Greek market. It is evident that Greece attracts more subsidiaries from countries that have more or less the same political and economic characteristics. Moreover, we observe that ROW subsidiaries cover only the 3% percent of the total sample. 

3.2 Sectoral Activity

Another important element of analysis, consists the structural examination of the subsidiaries operations (Table 2). 

Table 2: Structural Analysis of Subsidiaries Operations

	Structural Analysis of Greek Market by Home Country HQ (Per Cent of Cases), N=91

	

	
	By Location of HQ
	EU Countries
	Other Euro​p​e​an Countries*
	USA
	Japan
	Rest of the World**

	By Sector
	
	
	
	
	

	Food and Beverage
	36.7
	33.3
	30.0
	0.0
	0.0

	Heavy Industry***
	62.5
	16.6
	8.3
	4.2
	8.2

	Pharmaceuticals
	54.5
	9.1
	27.2
	0.0
	9.2

	Automobiles and Transport Equipment
	40.0
	0.0
	10.0
	50.0
	0.0

	Textiles
	45.0
	45.0
	10.0
	0.0
	0.0

	Services****
	28.5
	21.5
	50.0
	0.0
	0.0

	x2= 51.4371†††

	
	
	
	
	
	

	† significant at 10%, †† significant at 5%, ††† significant at 1% 

	*
	Includes subsidiaries from Switzerland, Cyprus, Liechtenstein, Luxembourg and Russia

	**
	Includes subsidiaries from South Korea, Panama and Canada

	***
	Heavy Industry includes Mechanical Engineering, Chemicals, Metal Manufacturing, Electronics, Industrial and Agricultural Chemicals and other Manufacturing

	****
	Services includes Banks, Hotels, Consulting and Publishing


According to our data, it is clear the dominance of EU countries in the majority of sectors. European multinationals account for the 62,5% of heavy industry, 54,5% of pharmaceuticals and 45% of textiles. On the other hand, subsidiaries from the US are mainly involved in services, whereas subsidiaries from Japan cover the majority of the automobile and transport equipment market in Greece. Subsidiaries from the rest of Europe are involved in textiles and food and beverages. 

3.3 Size of Subsidiaries

In this survey, subsidiaries were asked to state the number of personnel and the volume of sales/turnover. Personnel as indicator of firm size is used by Mittelstaedt, Harben and Ward; 2003 and volume of sales are indicators of firm performance in the work of Gaba, Pan and Ungson; 2002 and Wally and Fong; 2000, among others.

Our data indicate that the majority of subsidiaries employ between 51 to 100 employees. Thus, the Greek market is dominated by small  and medium size subsidiaries (SMSs). EU countries based subsidiaries are relative smaller in size compared to subsidiaries whose headquarters operations are based in the rest of Europe. 

Table 3: Size of Subsidiaries (number of personnel)

	Size of Subsidiaries in Greece Expressed by Number of Personnel (Per Cent of Cases), N=92

	

	
	
	1-50
	51-200
	201-500
	Over 500
	Total

	By Location of HQ
	
	
	
	
	

	EC Countries
	31.7
	39.0
	7.3
	22.0
	100.0

	Other European Countries*
	26.3
	21.0
	26.2
	26.5
	100.0

	USA
	19.0
	33.3
	28.5
	19.2
	100.0

	Japan
	0.0
	66.9
	16.5
	16.6
	100.0

	Rest of the World**
	66.5
	33.5
	0.0
	0.0
	100.0

	X2=12.2154
	
	
	
	
	

	
	
	1-50
	51-200
	201-500
	Over 500
	Total

	By Sector
	
	
	
	
	

	Food and Beverage
	25.9
	35.4
	19.3
	19.4
	100.0

	Heavy Industry***
	47.8
	23.7
	9.5
	19.0
	100.0

	Pharmaceuticals
	18.1
	36.3
	36.2
	9.4
	100.0

	Automobiles and Transport Equip​​​​​ment
	0.0
	60.0
	20.0
	20.0
	100.0

	Textiles
	0.0
	0.0
	0.0
	100.0
	100.0

	Services****
	27.7
	33.3
	24.0
	15.0
	100.0

	X2=11.9149
	
	
	
	
	

	
	1-50
	51-200
	201-500
	Over 500
	Total

	Technology Intensity*****
	
	
	
	
	

	High
	50.0
	22.2
	16.6
	11.2
	100.0

	Medium - Low
	25.8
	36.2
	18.9
	19.1
	100.0

	X2=10.8227
	
	
	
	
	

	*
	Includes subsidiaries from Switzerland, Cyprus, Liechtenstein, Luxembourg and Russia

	**
	Includes subsidiaries from South Korea, Panama and Canada

	***
	Heavy Industry includes Mechanical Engineering, Chemicals, Metal Manufacturing, Electronics, Industrial and Agricultural Chemicals and other Manufacturing

	****
	Services include  Banks, Hotels, Consulting and Publishing

	*****
	High Technology includes Pharmaceuticals and Electronics. 

Food, Automobiles, Textiles  are classified as  Medium - Low Technology sectors. 


In the sectoral analysis we observe that most of the subsidiaries in the food and beverage sector and in services are relatively small in size, since the 61% of them employ less than 200 people. A quite large number of personnel is observed in the pharmaceutical industry where the 36.2% of subsidiaries employ between 50 and 200 people. 

Table 4: Size of Subsidiaries (volume of sales)

	Size of Subsidiaries in Greece Expressed by Volume of Sales (Per Cent of Cases), N=76

	Millions of Euro

	
	
	Less than 10
	10-19.9
	20.0-39.9
	Over 40
	Total

	By Location of HQ
	
	
	
	
	

	EU Countries
	42.8
	29.2
	17.0
	11.0
	100.0

	Other European Countries*
	37.0
	10.5
	5.5
	47.0
	100.0

	USA
	27.0
	0.0
	7.0
	66.0
	100.0

	Rest of the World** and Japan
	71.0
	0.0
	0.0
	29.0
	100.0

	
	
	
	
	
	
	

	
	
	Less than 10
	10-19.9
	20.0-39.9
	Over 40
	Total

	By Sector
	
	
	
	
	

	Food and Beverage
	25.9
	18.6
	14.8
	40.7
	100.0

	Heavy Industry***
	70.0
	13.0
	8.6
	8.4
	100.0

	Pharmaceuticals
	36.3
	18.1
	9.3
	36.3
	100.0

	Automobiles and Transport Equipment
	50.0
	16.7
	0.0
	33.3
	100.0

	Services****
	37.5
	11.1
	0.0
	55.4
	100.0

	
	
	
	
	
	

	
	Less than 10
	10-19.9
	20.0-39.9
	Over 40
	Total

	Technology Intensity*****
	
	
	
	
	

	High
	55.6
	11.2
	5.5
	27.7
	100.0

	Medium - Low
	40.8
	18.3
	12.4
	28.5
	100.0

	
	
	
	
	
	

	
	Less than 10
	10-19.9
	20.0-39.9
	Over 40
	Total

	Date of Establishment
	
	
	
	
	

	Before 1969
	23.0
	23.2
	11.5
	42.3
	100.0

	Between 1970-1979
	41.7
	16.6
	8.4
	33.3
	100.0

	Between 1980-1989
	38.8
	11.2
	11.2
	38.8
	100.0

	After 1990
	70.0
	5.0
	10.0
	15.0
	100.0

	
	
	
	
	
	

	*
	Includes subsidiaries from Switzerland, Cyprus, Liechtenstein, Luxembourg and Russia

	**
	Includes subsidiaries from South Korea, Panama and Canada

	***
	Heavy Industry includes Mechanical Engineering, Chemicals, Metal Manufacturing, Electronics, Industrial and Agricultural Chemicals and other Manufacturing

	****
	Services include Banks, Hotels, Consulting and Publish Corporations

	*****
	High Technology includes Pharmaceuticals and Electronics. 

Food, Automobiles, Textiles  are classified as  Medium - Low Technology sectors. 


Finally, concerning the volume of sales, we observe that 42.8% of EU based subsidiaries reported that their sales were less than 10 millions of Euro, though 11% of them were over 40 millions Euro. US subsidiaries are most prevalent amongst those in the largest size group, reporting that the 66% of them have a sale number of over 40 millions Euro. The relative small size of Japanese and ROW subsidiaries seems more likely to reflect their more recent origins allowing scope for further expansion.

4. Market Orientation of Subsidiaries in Greece

As markets have developed a high degree of interdependence (Papanastassiou, 1999) and as MNEs have extensively globalized their activities, one could expect that subsidiary operations in one country could influence its performance in other markets. In the survey MNE subsidiaries in Greece were asked to evaluate the importance of a variety of  export markets for their operations. The results of this question are presented in Table 5.

Survey Question 2: Please grade the importance of each of the following markets as being: 1. not part of our market, 2. a secondary market, 3 our main market, 4. our only market

a. Greek market

b. Balkan markets
c. EU markets
d. Other European markets
e.  Markets outside Europe
According to the results provided, Greece is still considered as a major market for Greek based subsidiaries indicating inherited import-substituting characteristics. Historically, Greece received a mass wave of FDI in the sixties, when the Investment Law 2687/1953 was introduced
. 

Table 5: Relative Importance of MNE Markets
	Relative Importance of Markets Supplied by MNE Subsidiaries in Greece

 (Average Responses)*, N=92

	

	
	Importance of Markets
	Greek Market
	Balkan Market
	EU Market
	Other European Markets
	Markets Outside Europe

	By Location of HQ
	
	
	
	
	

	EU Countries
	2.95
	2.00
	1.82
	1.87
	1.90

	Other European Countries*
	3.00
	1.88
	1.66
	1.72
	1.61

	USA
	3.31
	1.72
	1.91
	1.40
	1.54

	Japan
	3.60
	1.40
	1.40
	1.00
	1.00

	Rest of the World**
	3.66
	3.33
	1.33
	1.66
	1.33

	x2 = 6.739

	
	
	
	
	
	

	By Sector
	
	
	
	
	

	Food and Beverage
	3.25
	1.71
	1.50
	1.39
	1.60

	Heavy Industry***
	2.90
	2.54
	1.90
	2.18
	1.86

	Pharmaceuticals
	3.09
	1.72
	1.71
	1.72
	1.81

	Automobiles and Transport Equipment
	3.17
	1.30
	1.40
	1.20
	1.00

	Textiles
	2.50
	2.50
	3.00
	2.50
	2.50

	Services****
	3.28
	1.85
	2.07
	1.71
	1.85

	x2 = 51.371†††

	

	† significant at 10%, †† significant at 5%, ††† significant at 1% 

	*
	Includes subsidiaries from Switzerland, Cyprus, Liechtenstein, Luxembourg and Russia

	**
	Includes subsidiaries from South Korea, Panama and Canada

	***
	Heavy Industry includes Mechanical Engineering, Chemicals, Metal Manufacturing, Electronics, Industrial and Agricultural Chemicals and other Manufacturing

	****
	Services include Banks, Hotels, Consulting and Publishing Corporations


Japanese based and subsidiaries from ROW ascribe to the Greek market a vast importance with a high average response (AR) of 3.60 and 3.66 respectively. The same degree of importance characterizes US based subsidiaries (AR of 3.31), whereas European subsidiaries classify the host environment a key market for their operations, (though not the only one). The low importance given to other markets outside Greece indicates that MNEs have a rather focused local orientation strategy towards Greek business environment and not to the surrounding geographical regions. This could partly be justified by the U-IM in the sense that internationalisation process in particular for SMSs (where this is the case for Greek market) is usually a long, slow and incremental process with two dimensions: a geographical/cultural dimension where the establishments move from cultural closeness to more distant markets and an “upgrading” procedure where the form of market operations become steadily more demanding (Louri, et. al, 2000 and Hennart and Larimo, 1988). 

Table 6 Relative Market Importance by years of Operation
	Relative Importance of Markets (Per Cent of Cases)

	

	GREEK MARKET, N=86

	
	Importance of Market
	Our Only Market
	Our Main Market
	Secondary Market
	Not a Part of our Mkt.
	Total

	Years of Operation
	
	
	
	
	

	Over 30 years of operation
	21.4
	75.1
	3.5
	0.0
	100.0

	Between 15-30
	22.7
	54.5
	22.8
	0.0
	100.0

	Under 15 years of operation
	50.0
	30.6
	19.4
	0.0
	100.0

	x2=16.433††

	

	THE BALKAN MARKET, N=87

	
	Importance of Market
	Our Only Market
	Our Main Market
	Secondary Market
	Not a Part of our Mkt.
	Total

	Years of Operation
	
	
	
	
	

	Over 30 years of operation
	0.0
	21.4
	42.8
	35.8
	100.0

	Between 15-30
	0.0
	30.5
	56.5
	13.0
	100.0

	Under 15 years of operation
	5.5
	16.7
	22.3
	55.5
	100.0

	 x2=17.357†††

	

	EU MARKET, N=87

	
	Importance of Market
	Our Only Market
	Our Main Market
	Secondary Market
	Not a Part of our Mkt.
	Total

	Years of Operation
	
	
	
	
	

	Over 30 years of operation
	0.0
	11.8
	39.2
	50.0
	100.0

	Between 15-30
	0.0
	39.1
	21.8
	39.1
	100.0

	Under 15 years of operation
	0.0
	25.1
	11.1
	63.8
	100.0

	X2=8.768††

	

	OTHER EUROPEAN COUNTRIES MARKET, N=87

	
	Importance of Market
	Our Only Market
	Our Main Market
	Secondary Market
	Not a Part of our Mkt.
	Total

	Years of Operation
	
	
	
	
	

	Over 30 years of operation
	0.0
	14.4
	28.5
	57.1
	100.0

	Between 15-30
	13.0
	17.3
	34.7
	35.0
	100.0

	Under 15 years of operation
	0.0
	25.0
	11.2
	63.8
	100.0

	

	X2=6.067

	MARKETS OUTSIDE EUROPE, N=87

	
	Importance of Market
	Our Only Market
	Our Main Market
	Secondary Market
	Not a Part of our Mkt.
	Total

	Years of Operation
	
	
	
	
	

	Over 30 years of operation
	0.0
	7.1
	42.9
	50.0
	100.0

	Between 15-30
	8.6
	17.3
	34.7
	39.4
	100.0

	Under 15 years of operation
	0.0
	22.2
	13.8
	64.0
	100.0

	 X2=8.738

	† significant at 10%, †† significant at 5%, ††† significant at 1% 


Table 6 provides clear support of the positive relationship between the date of subsidiary establishment and the importance denoted to Greece as the only market of operations. 50% of subsidiaries established for 15 years or less, consider Greece as being the main market of interest, where the percentage is remarkably lower for subsidiaries operating before 1987 (about 22%). Evidence provided in  table 6 indicates that subsidiaries operating in Greece between 15 and 30 years are more willing to search for opportunities offered in other markets as well, compared to relatively newly established firms that tend to follow a quite focused strategic presence in the host country environment. In particular, subsidiaries operating between 15 and 30 years are indicating to have a well-established presence in other markets as well (30.5% consider the Balkans and 39.1% in EU countries as their main markets). 

5. Tests, hypotheses and econometric results

5.1 Hypotheses and Methodology

In order to test for the determining factors of  the market orientation of foreign operations in Greece, the following hypotheses were formed:

H1: Large subsidiaries will focus less to the local market 

There has been considerable research on the effect of firm size on the propensity of a firm to export and the level of intensity of its exporting (Gemunden; 1991, Aaby and Slater; 1989, Reid; 1981). According to literature, the size of the firm is a dominant indicator of performance and export behavior of subsidiaries. The main reason is that organizational size may be considered as a proxy for the amount of resources available to a firm. Thus, larger firms may benefit from cost reductions related to size (Fuentelsaz, Gomez and Polo; 2002). Nevertheless, some studies have found no relationship between firm size and export success (Moini; 1995, Moon and Lee; 1990). while others have found an inverse relationship (Mittelstaedt, Harben and Ward; 2003). While the findings are mixed, they tend to suggest that larger firms are more likely to engage in exporting than smaller firms, but the intensity or level of exporting is not as clearly linked to the size of the firm (Bonaccorsi; 1992). 
H2: More recently established subsidiaries would tend to have a more diverse export profile

We argue that pressures arising from global competition urge subsidiaries to seek for wider markets either through exports or FDI.  This becomes more evident for subsidiaries located in small markets (like Greece).  Dimitratos et al. (2003) argue that micromultinationals due to lack of domestic customers become immediate “SMEs exporters”. The same applies for SMSs  that seek not only to survive in an otherwise suffocating (in terms of market potential ) local environment but also to expand their mandate.

Early economic studies on the timing of entry sought to explain how ownership advantages of the firm determined entry modes (Hymer; 1976, Knickerbrocker; 1973).  Buckley and Casson (1981) aimed to determine the optimal time to switch between entry modes, in order to minimize cost and to capitalize on market growth (Gaba, Pan and Ungson; 2002). In this paper we do not examine the modes of entry that are thoroughly explored in literature (Belderbos; 2003, Lu and Beamish; 2001, Burgel and Murray; 2000, Gorg; 2000, Davis, Desai and Francis; 2000, Andersson and Svenson; 1994, among others) but we focus on the timing of entry, which has received relatively little attention. 

H3: The more export oriented the subsidiary, the more will tend to focus on developed markets 

We argue that subsidiaries, once exporting, they will tend to serve  primarily other advanced (mainly European) markets due to similar consumer preferences and the existence of an already established production and marketing network (Vernon, 1966; Dunning, 1993)
. Louri, et. al. 2000  in a paper on expansion strategies of Greek based firms showed that firms with high exporting intensity the less interested are to export to emerging markets (such as the Balkans) probably because of different tastes in these regions combined with low incomes and hence low demand. They also argued that firms inexperienced in international markets (with low share of exports in sales) turned their attention to the Balkan area after 1990 apparently because of its recent opening favored by geographical proximity. 

5.2  Econometric tests and Results

In order to test the outlined three hypotheses we estimated five regressions. In  each regression  the dependent variable is the different market orientation of the subsidiaries, as this was defined in Section 3. (Table 7). The set of independent variables includes industry and country dummies and a set of quantitative variables i.e. years of operation of the subsidiary in the Greek market, the absolute size of a subsidiary in terms of sales, (expressed in million Euro)  the absolute number of personnel employed in the subsidiary and the proportion of subsidiary’s exports (i.e the ratio of Exports to Sales). Regarding the dummy variables, a home -country dummy is constructed and is classified into five different locations: EU countries, other European countries, US, Japan and rest of the world (ROW). The omitted dummy is the subsidiaries whose headquarters are located in ROW. A dummy variable is also used in the sectoral analysis, where the omitted dummy is the service sector and the remaining manufacturing. Concerning this dummy, the selection of service as the omitted variable in the regression is based on the recent trend, according to which, asset-seeking FDI are not only found among manufacturing affiliates, but to a substantial degree among service affiliates (Jonsson and Ivarsson; 2003, Daniels; 2000).
(The correlation matrix and descriptive statistics  are  presented in table II in Appendix B).

As an econometric technique ordered logit was used since the dependent variable is a qualitative one, ascribed with ascending degrees of importance.  More formally, when the dependent variable Y takes  on the values 0, 1, 2, ..., m,  the generalized ordered logit model estimates a set of coefficients (including one for the constant) for each of the m - 1  points at which the dependent variable can be dichotomized.  These sets of  coefficients B_k  to a set of cumulative distribution functions:

        P( Y < k ) = F( -XB_k )                         k = 1, ..., m

The generalized ordered logit model uses the logistic distribution as the cumulative distribution, although other distributions may also be used. The logistic distribution allows  to interpret this model in terms of logits
:

        log[ P( Y >= k ) / P( Y < k ) ] = XB_k          k = 1, ..., m

Results indicate that against to our first hypothesis we witness a statistical significant negative sign between years of operation and the importance of Greek market.  This implies that long established subsidiaries seek to revive their role by expanding abroad.  Thus, the competitive pressures seem to affect harder old timers than newer players. Demos et al. (2003) reached a similar conclusion in the analysis of Greek outward FDI by foreign and domestic firms participating in the Athens Stock Exchange. 
 We also observe that large subsidiaries (in terms of sales) tend to focus more in the Greek market rather than in other markets. On the contrary, Egelhoff, Gorman and McCormick (2000) showed a positive correlation between the size of subsidiaries and geographically dispersed sales patterns.  A potential way to interpret this result would be to suggest that SMSs are mainly export oriented. This evidence is important as  small –medium size firms (SMEs) (in general) are considered the backbone of Greek economy and this result confirms their high level of competitiveness, as they are not only more export oriented than larger firms, but they also aim to serve advanced European markets.

Subsidiaries employing a large number of personnel also tend to be more export oriented and they, too, aim to serve European markets. Observing recent trends in Greek industry, we see that foreign owned and labour intensive operations had to close down due to high costs. Thus, only firms with wide and dynamic export market horizon can remain competitive and viable. 

Firms with a high exports/sales ratio tend to be (in line with our hypothesis) directed towards advanced economies
. The geographical dispersion of exports also affects positively the choice of exporting to the Balkans since the more familiar firms are with different foreign markets, the easier it may be for them to expand to new neighboring emerging markets. 

Finally, results on the dummies show that manufacturing is less focused in Greece than services, and subsidiaries from EU, US and Japan, tend to focus less in Greece, compared with subsidiaries coming from ROW. 

Table 7: Results of Ordered Logit Analysis on the Importance of Markets

	Regression

 N=92

	

	
	Importance of Markets
	Greek Market
	Balkan Market
	EU Market
	Other European Markets
	Markets Outside Europe

	By Profile of Subsidiary
	
	
	
	
	

	Years of Operation
	-1.742+
(0.283)
	0.160

(0.274)


	0.044

(0.273)
	-0.001

(0.309)


	-0.006

(0.013)

	Sales/Turnover


	1.010+
(5.930)


	-5.260

3.670


	-0.067++
(4.280)


	-1.134+++
(1.587)


	-2.50

(3.163)

	Number of Personnel


	-0.001

(0.001)


	0.001

0.001


	0.003++
(0.001)


	0.007++
(0.001)

	0.0008

(0.001)

	Sector


	-1.454++
(2.541)


	0.388

0.786


	-1.115

(0.640)


	0.082+
(0.736)


	5.980

(3.450)

	Exports


	-1.715+++
(0.569)


	0.817++
(0.384)


	1.133++
(0.392)


	1.449+++
(0.432)

	1.645+++
(0.473)

	By Location of HQ
	
	
	
	
	

	EU Countries


	-2.494+
(1.337)


	-0.644

(3.063)


	-0.073

(1.114)


	0.512

(1.143)


	1.079

(0.890)

	Other European Countries


	-2.781++
(1.400)


	-4.557

(3.084)


	-0.410

(1.359)


	-0.699

(1.452)


	0.484

(1.074)

	US


	-2.262+
(1.339)


	-4.820

(3.216)


	1.484

(1.093)


	0.644

(1.139)


	0.686

(0.942)

	Japan


	-3.512+
(1.932)


	-5.844+
(3.437)


	-0.956

(1.858)


	-33.955+
(1.756)


	-3.915+++
(1.481)



	Statistics
	
	
	
	
	

	F
	2.80+++
	1.42
	1.30+
	124.41+++
	129.57+++

	Overall Sample Observations: 92

	† significant at 10%, †† significant at 5%, ††† significant at 1% 

	


6. Conclusion

This paper examines the internationalization process followed by foreign subsidiaries in a small- open European peripheral economy. The novelty of the approach was the stress of the role played by subsidiary specific characteristics in determining the degree of importance of various export markets. 

Greece has been a traditional recipient of inward FDI aiming mainly at catering the local market needs. The opening up of Eastern European markets, the extensive EU enlargement process, the introduction of Euro, the liberalization of trade and technological progress allowed foreign operations in Greece to redesign their strategic orientation. Empirical evidence in this paper supports the emergence of a new expansion model adopted by local subsidiaries which requires extensive involvement in exports in diversified markets.  In particular our evidence shows: Firstly, a dynamic export orientation towards developed markets, including the EU market, as well as developing markets such as the Balkans and secondly the  escalating export presence of SMEs in advanced markets.  

Future research should focus explicitly on the production roles of foreign subsidiaries based in Greece in order to better comprehend the creative transition process the subsidiaries are going through. This last point is very important for the understanding of the evolution of the MNE network itself and for the redesigning of FDI promoting policies by host countries.
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Appendix A

Table A1

Frequency distribution of the sample by home country

	Home Country
	Number of Subsidiaries

	EU Countries
	41

	Other European
	16

	Total European
	57

	USA
	22

	Japan
	8

	Rest of world
	5

	Total Outside Europe
	35

	Total
	92

	
	

	Table A2

	Frequency distribution of the main survey sample by individual sector breakdown

	Sector
	Number of Subsidiaries

	Food and Beverage
	30

	Heavy Industry*
	25

	Pharmaceuticals
	11

	Automobiles and Transport Equipment
	10

	Textiles
	4

	Services**
	12

	Total
	92

	*
	Heavy Industry includes Mechanical Engineering, Chemicals, Metal Manufacturing, Electronics, Industrial and Agricultural Chemicals and other Manufacturing

	**
	Services include Banks, Hotels, Consulting and Publish Corporations


APPENDIX B

Table I: Greek inward FDI by investing country

	Stock of Direct Foreign Investment in Greece (31.12.01)
Distribution by Country of Investor (in million €)

	 

	 Country
	 Amount (in million €)
	 Percentage (%)

	Austria
	8.8 
	0.1% 

	Belgium 
	116.4 
	0.8% 

	Germany 
	1,285.5
	8.4%

	Spain
	27.4
	0.2% 

	Finland
	0.2 
	0.0% 

	France
	1,469.4 
	9.6% 

	Ireland 
	134.6 
	0.9% 

	Italy
	375.0
	2.5% 

	Luxemburg
	3,784.0 
	24.8% 

	Holland
	2,970.5 
	19.5% 

	Portugal 
	-3.3 
	0.0% 

	Total Eurozone 
	10,168.4 
	66.6% 

	U.K. 
	514.1 
	3.4% 

	Denmark 
	21.4 
	0.1% 

	Sweden 
	34.2
	0.2% 

	Total E.U. non Eurozone 
	569.8 
	3.7% 

	Total E.U. 
	10,738.2
	70.3%

	Other European Countries
	2,504.8
	16.4%

	Asian Countries
	76.6
	0.5%

	African Countries
	133.5
	0.9%

	Australia
	8.1
	0.1%

	U.S.A.
	1,013.7
	6.6%

	Other American Countries
	789.8
	5.2%

	Total Non Eurozone Countries
	5,096.7
	33.4%

	Total
	15,265.1
	100.0%


Source: ELKE, 2003 (www.elke.gr)

* Author to whom correspondence should be addressed: Athens University of Economics and Business, Department of International and European Economic Studies, 76 Patission street, Athens 10434,Greece. Tel 0030210 82 03 711, fax: 003 210 82 14 122, e-mail: marinap@aueb.gr.


� ICAP is the sole statistical organization that collects data on the ownership share of foreign production in Greece. The number 314 consists of the whole population of foreign subsidiaries enlisted to the ICAP database.


� It is however, beyond the scope of this paper to further analyse this particularly stimulating  section of the international business literature.


� It includes also sales and marketing subsidiaries


� This law offered financial incentives and succeed in attracting FDI, aiming at taking advantage of the cheap labor force and of the dynamism the new market was exhibiting at that time.


� Export data confirm that around 40% of Greek exports are directed to the EU (ELKE, 2003)


� Data were run with STATA 7.0.The proportional odds property of Stata's ologit command restricts the  B_k coefficients to be the same for every dividing point k = 1, ..., m  (STATA, 7.0  Manual  help guide under gologit).  	





� This result is compatible with general macroeconomic evidence, stating that EU countries receive approximately 80% of Greek exports.
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