International Performance of Smaller Firms and its Determinants: An Empirical Study
Competitive Paper

Pavlos Dimitratos*, Spyros Lioukas** & Emmanuella Plakoyiannaki*
*UNIVERSITY OF STRATHCLYDE & **ATHENS UNIVERSITY OF ECONOMICS AND BUSINESS
Correspondence: Dr Pavlos Dimitratos, Strathclyde International Business Unit, Department of Marketing, Stenhouse Building, 173 Cathedral Street, Glasgow G4 0RQ, UK - Tel: + 44 141 548 3149 - Fax: +44 141 552 2802, Email: pavlos.dimitratos@strath.ac.uk
Abstract. This research deals with the international performance and determinants of Greek smaller firms. The study has embraced a holistic framework, which applies concepts from studies of strategic management to the small enterprise internationalization theme. The conceptual framework is integrated in a pre-specified model, which is made up of seventeen constructs belonging to four sets: internationalization strategies, organizational context, context of the host market and context of the domestic market. Each of the constructs is presumed to individually affect enterprise performance in the foreign country. After conducting 114 personal interviews through a fully structured questionnaire, data for 165 internationalization ventures was collected. Regression examinations reveal that variables from all four sets of independent variables exert influence on performance in foreign markets, yet the internationalization strategies set exerts the least amount of influence.
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International Performance of Smaller Firms and its Determinants: An Empirical Study

INTRODUCTION

The contemporary academic business literature and the popular press are replete with articles concerning the internationalization operations of firms. However, there have been few studies in the international business field to integrate internationalization strategies and contextual (firm and environmental) characteristics in a comprehensive framework in order to account for business international performance. This is a gap upon which the present research aims to work on. Therefore, the objective in this study is to examine the impact of internationalization strategies, organizational variables, host country variables, and domestic country variables on firms’ international performance.

The scarcity of relevant holistic models is more apparent in studies of international operations of small and medium sized firms. This is rather surprising given the growing share of smaller firms in business operations worldwide and the important role of these firms for a country’s economic development. The importance of international operations by smaller firms is central also to small countries with dynamic economies, such as Greece. Greece’s slow-moving economy in the 1980s has been transformed into a rapidly growing economy in the 1990s and 2000s. The award to the city of Athens of the 2004 Olympic Games is expected to further boost its revitalized economy. Greece is a small-firm dominated country. The fact that Greek smaller firms are critical to the country’s economic advancement is a principal reason for focusing on them in this study. Among others, Greece’s main internationalized products include food, beverages, textiles, garments and footwear. The international operations of smaller firms that operate in these manufacturing industries will be investigated in this study.

This paper is organized as follows. The existing literature and the conceptual model of the study are presented in the second section. The research hypotheses associated with the conceptual model are discussed in this section also. The research methodology employed in this study is presented in the third section. The fourth section elaborates on the statistical investigations undertaken. The fifth section discusses the findings of the study. Finally, the significance of the study and some suggestions for future research directions are presented in the concluding section.

THEORY AND RESEARCH HYPOTHESES

The main proposition of the study is that a firm’s performance in a host market is contingent upon the strategic choices that it implements in that market, the firm’s context, and the environmental forces of the host and the domestic countries. The presence of the internationalization strategies set is connected with the strategic choice theory (Child, 1972; Cyert and March, 1963). The presence of the organizational context is dictated by the inertial approach (cf. Romanelli and Tushman, 1986) and the resource-based view of the firm (Barney, 1991; Mahoney and Pandian, 1992; Penrose, 1959; Wernerfelt, 1984). The presence of the host and domestic market contexts is associated with the environmental determinism model (Aldrich, 1979; Hannan and Freeman, 1977). The conceptual model of this research is presented diagrammatically in Figure 1. The unit of analysis in this research is the internationalization venture of the business in a particular country. Each of the four sets of parameters individually influences performance in the foreign country. Past studies discussed below dictate the existence of the variables that enter each of the four sets. Consequently, based on the conceptual model, the following seventeen research hypotheses are developed.

***** Insert FIGURE 1 here *****

Internationalization Strategies

The examination of the entry mode has been central to the international business literature, and hence, inclusion of this variable in this examination is required. Exporting and FDI (Foreign Direct Investment) modes unquestionably involve different levels of resource commitments, and so, corresponding levels of risk exposure and control in a host country (e.g. Hill et al., 1990; Leontiades, 1985; Young et al., 1989). In exporting forms, these levels of resource commitments are low, but in FDI high. Yet, even within exporting forms, indirect exporting entails lower degrees of control, risk exposure and closeness to foreign customers relative to direct exporting (Albaum et al., 1989; Bello and Williamson, 1985; Brady and Bearden, 1979). Thus, one can logically presume that expected returns will vary accordingly. Indeed scholars have theoretically argued in favor of this argument (Hill et al., 1990; Leontiades, 1985; Root, 1987; Young et al., 1989), and this study will attempt to empirically confirm it. Hence:

Hypothesis 1: Other things being equal, advanced forms of internationalization in the host country will yield higher performance compared with exporting modes. Other things being equal, direct exporting forms in the host country will also yield higher performance than indirect exporting modes.
Collaborative interorganizational arrangements in international business operations have significantly increased in the past two decades. Thus, inclusion of the construct that refers to the means that a firm can achieve collaborative advantage abroad is required. Indeed cooperative strategies can diminish the environmental uncertainty faced by organizations (Astley and Fombrun, 1983; Dollinger and Golden, 1992). Researchers provide evidence that small firms’ collaborative activities and network participation may support organizational growth, and benefit performance (Forrest, 1990; Human and Provan, 1997; Jones, 2002; Stuart, 2000). In international business, many firms join collective relationships to achieve improved results in host countries, as the networks theory suggests (Benito and Welch, 1994; Johanson and Mattsson, 1986; Johanson and Vahlne, 1990; Welch and Welch, 1996). Researchers find that collaboration among small businesses boosts their international results (Porter, 1990; Verhoeven, 1988). Owing to these considerations:

Hypothesis 2: Other things being equal, implementation of cooperative strategy in the host country will be positively related to performance in that country.

A firm may target a market niche and aim at a unique and homogenous segment of customers with a focus strategy. Researchers have admonished small businesses for following a focus strategy and for concentrating their operations on market niches that large competitors are likely to overlook (Buzzell and Gale, 1987; Mosakowski, 1993; Porter, 1980, 1985). In such thin market segments, large rivals cannot effectively pursue a cost leadership strategy (Porter, 1980, 1985). This is because such a narrow market niche does not permit economies of scale. Because of all these:

Hypothesis 3: Other things being equal, implementation of focus strategy in the host country will be positively related to performance in that country.

As far as (non-price) differentiation strategy is concerned, scholars often suggest that it as a successful solution for smaller businesses. Researchers recommend that small firms compete on the basis of customer service, product specialization and customization, which are inimical to large-scale production, rather than price (Cohn and Lindberg, 1972; Gross, 1967). To further strengthen this belief, emphasis on product quality is key to success in international business studies (Madsen, 1989; Simon, 1996; Storey, 1994), while differentiation that relies on marketing image works well for exporting small firms also (Baldauf et al., 2000; Kirpalani and Macintosh, 1980; Louter et al., 1991; Namiki, 1988). Consequently:

Hypothesis 4: Other things being equal, implementation of (non-price) differentiation strategy in the host country will be positively related to performance in that country.

Many reservations exist concerning the effectiveness of price differentiation strategy, especially when implemented by small firms. Miller and Toulouse (1986) find that cost leadership strategies gain from economies of scale, and thus, may lead to inferior performance of smaller firms. In line with this, other scholars observe that small businesses seldom succeed as cost leaders, since size precludes them from achieving meaningful economies of scale (Henderson, 1979; Porter, 1980; Scherer, 1980). Barely do small enterprises achieve such a low cost structure that enables them to follow a price competitiveness strategy, even within a segment of the foreign market. In addition, controversy on the price differentiation strategy and performance relationship is encountered in export studies. Miesenbock (1988), after performing a literature review of small firms’ export studies, argues that no definite statement about the impact of pricing levels on international performance can be made. Due to these factors:

Hypothesis 5: Other things being equal, implementation of price differentiation strategy in the host country will not be significantly related to performance in that country.

Organizational Context

International experience plays an important role in the internationalization process and the subsequent performance of the firm. This is especially apparent in the incremental frameworks (Bilkey and Tesar, 1977; Johanson and Vahlne, 1977, 1990), in which experience and related acquired knowledge are critical to subsequent organizational achievements. Other empirical studies (e.g. Hennart and Park, 1994; Stopford and Wells 1972), which are not representative of these frameworks, attest to the same proposition also. Hence:

Hypothesis 6: Other things being equal, experience of the firm in the host country will be positively related to performance in that country.

Managers, and especially those of small enterprises, must be the committed champions who promote the firms’ international attempts in order for successful organizational results to materialize (Baldauf et al., 2000; Dimitratos et al., 2003; Singer and Czinkota, 1994; Sullivan et al., 1994). It is interesting to explore in this research how managerial entrepreneurial style affects business international performance. Researchers posit that entrepreneurship leads to an increase of organizational performance (Covin and Slevin, 1991; Zahra, 1993; Zahra and Covin, 1995; Zahra et al., 2001). Moreover, innovativeness, another aspect of entrepreneurship, can be a source of competitive advantage for the organization (Miller and Friesen, 1984; Pinchot, 1985). Alternatively, businesses that introduce new products and technologies, which is an idiosyncratic characteristic of innovative firms, score well in terms of export results (Wagner, 1995) and achieve superior financial performance (Cheney et al., 1991). Nemetz and Fry (1988) further advocate that risk-taking behavior is the origin of competitive advantage for small businesses. Thus, in view of the above discussion:

Hypothesis 7: Other things being equal, entrepreneurial style of the firm will be positively related to performance in the host country.

Various studies establish a positive association between firms’ management systems of planning and control in internationalization, and international performance (Burton and Schlegelmilch, 1987; Kirpalani and Macintosh, 1980). In addition, ineffective management control systems are referred to as possible problems in a firm’s internationalization process (Bartlett and Ghoshal, 1989; Chandler, 1994; Dunning, 1993). Consequently:

Hypothesis 8: Other things being equal, management systems in internationalization of the firm will be positively related to performance in the host country.

Although it is argued that larger companies enjoy lower death rates (Wholey and Brittain, 1986), studies that examine the association between size and performance (e.g. Child, 1974; Whittington, 1971) offer puzzling results on the positive relationship of the two. This is reinforced by Capon et al. (1990) who discover no significant relationship between organizational size and performance in a meta-analysis of the literature. In addition, relevant results in international business studies are mixed, even for small enterprises (Miesenbock (1988), as well as Zou and Stan (1998), in literature surveys). Positive, non-significant, negative or non-linear associations have been observed in the relationship between size and international performance, and so, no definite conclusion can be extracted. This proposition is legitimate, since size underlines both the vigor of a larger company and the flexibility of a smaller business. Due to these considerations:

Hypothesis 9: Other things being equal, size of the firm will not be significantly related to performance in the host country.

Scarcity of competent personnel, lack of financial assets and insufficiency of production capacity are influential impediments to a firm’s successful international development and expansion (Benito and Welch, 1994; Yang et al., 1992; Yaprak, 1985). This proposition should not be confused with the previous hypothesis that size will not be related to international performance, as the variable in this paragraph deals with the resources directed exclusively towards international operations. For instance, there are small businesses that assign priority to the international market, and hence, devote the majority of their resources to internationalization. Because of these factors, it is hypothesized that:

Hypothesis 10: Other things being equal, resource availability for internationalization will be positively related to performance in the host country.

Environmental Context - Host Country

Unfamiliarity with the foreign country will be conceived through the perceived psychic distance between the domestic and host markets, i.e. through a variety of cultural parameters which may hinder operations of a business abroad. Such psychological differences have been reported as a significant problem in an organization’s internationalization process in international business (Bilkey and Tesar, 1977; Johanson and Vahlne, 1977, 1990). Therefore:

Hypothesis 11: Other things being equal, unfamiliarity of the host country will be negatively related to performance in that country.

This research will capture perceptions of managers of the firm regarding environment by resorting to environmental constructs encountered in strategic management studies. Munificence, the first of these associated constructs, describes the extent to which an environment can support sustained firm growth (Castrogiovanni, 1991; Starbuck, 1976). Munificence reflects the slack of environmental resources that the business can use to its advantage (Khandwalla, 1977). In a munificent context, enterprises do not have to severely compete with each other (Porter, 1980). Definitely in hospitable conditions, businesses, and particularly smaller ones, encounter few competitive pressures (Lado et al., 1997) and are allowed to accumulate slack environmental resources which may be useful for subsequent satisfactory performance (Cyert and March, 1963). High per capita income, elevated wages, large market size and unsolicited orders from the foreign market may be inducing factors for the initiation of international activities and ensuing business performance in the country (e.g. Kogut and Chang, 1991; Root, 1987). Likewise the same conclusion is valid for advanced transportation and communication systems, low taxes, and favorable to trade and to FDI incentives provided by the host government (e.g. Cateora, 1996; Coughlin et al., 1991). All the above variables could be constituents of a benevolent environment, which may sustain organizational growth and offer considerable assistance to the penetrating enterprise’s performance. Owing to all these considerations, it is proposed that:

Hypothesis 12: Other things being equal, munificence of the host country will be positively related to performance in that country.

Environmental uncertainty (or dynamism) reflects change that is hard to predict (Lawless and Finch, 1989). There are few studies which propose that, under specific circumstances, environmental uncertainty might be positively connected with a firm’s performance. For example, Van Hoorn (1979) suggests that augmented environmental volatility will cause small firms to shun risky investments and conserve limited resources. Nonetheless, a generally unstable environment urges enterprises to devote substantial resources to adaptation (Carlsson, 1989), and this should apply more to smaller businesses which possess a restricted level of human and financial assets. This adaptation has to take place in constantly changing environmental circumstances and can have disastrous repercussions in organizational performance (Haveman, 1993; Slater and Narver, 1994). In addition, in a volatile setting, large and efficient firms would adequately satisfy customer needs, making niches disappear and leaving little scope for small enterprises (Miller, 1988; Ward et al., 1996). Indeed in such an environment, firms may start market share fights, something which can worsen organizational achievements (Hill et al., 1990; Porter, 1980). Evidently uncertainty in the host country must be a halting factor for successful business operations and ensuing results. Thus:

Hypothesis 13: Other things being equal, uncertainty of the host country will be negatively related to performance in that country.

Complexity refers to the degree of differences in consumer tastes, market prospects, competitive strategies and production methods across the respective product-markets of a firm (Miller and Friesen, 1977). In other words, it reflects the dispersion of an organization’s activities (Aldrich, 1979; Starbuck, 1976). When a firm operates in many markets, then it has to interact with many organizations, such as competitors, suppliers and customers, and this enlarges the complexity it encounters (Lawless and Finch, 1989; Williamson, 1975). Nevertheless, this may also increase the associated transaction costs with an ensuing reduction in performance (Mosakowski, 1991; Williamson, 1975). Moreover, as complexity grows, information required by a business to make proper decisions expands as well. This could reduce efficient cooperation and coordination within the top management team, and so, harm organizational results (Dess, 1987). For these reasons, it is contended that:

Hypothesis 14: Other things being equal, complexity of the host country will be negatively related to performance in that country.

Environmental Context - Domestic Country

A benevolent home environment provides the impetus for a business to go and succeed abroad because it is a source of a firm’s international competitive advantage (Hu, 1992; Porter, 1990). Such a statement is also in accord with the assertions that the technological advantages of the home country could stimulate FDI abroad (Anand and Kogut, 1997), and that the market share in the indigenous market is positively associated with the export performance of small firms (Wagner, 1995). It should also be considered that businesses, and especially small ones, can also accumulate assets bountiful in their own countries and employ them in foreign countries where they may be sparser. It appears that a munificent indigenous context can serve as an impelling force for subsequent effective results in the host market. The industrial policy of many nations worldwide nowadays is in line with this prediction. Hence:

Hypothesis 15: Other things being equal, munificence of the domestic country will be positively related to performance in the host country.

An unstable environment stirs businesses to dedicate plentiful assets to adaptation (Carlsson, 1989). This effect of the domestic volatile context on international results is direct and consequential, as continuous commitment to adaptation may prove to be detrimental for organizational achievements (Haveman, 1993; Slater and Narver, 1994). This will occur because a dynamic indigenous context can despoil a business, and particularly a small one, of its valuable resources. Certainly this would further challenge its success and long-run survival in both the domestic and the foreign marketplace. Because of this, it is proposed that:

Hypothesis 16: Other things being equal, uncertainty of the domestic country will be negatively related to performance in the host country.

Unlike uncertainty of the domestic environment, indigenous complexity does not require sizeable consumption of organizational resources, and hence, does not critically deprive a business of assets that could be employed in the foreign market. Of course, enhanced information requirements and transaction costs essential to manage resources in different markets of the home country may be incurred (Lawless and Finch, 1989; Williamson, 1975). Yet, it is maintained that organizational learning would exert an opposing and stronger effect. In other words, the positive implications of home complexity from organizational learning on foreign results can work to indirectly positively affect the achievements in the host country. Specifically, Cyert and March (1963), Miller and Friesen (1982), and Welch and Welch (1996) emphasize the possibility of a firm transferring experiential knowledge from one context to another. Similarly, the knowledge acquired by an organization when dealing with complexity in the markets of the home market can be applied successfully to a similar setting in the foreign country (Zahra et al., 1997; Welch and Wiedersheim-Paul, 1980). Consequently:

Hypothesis 17: Other things being equal, complexity of the domestic country will be positively related to performance in the host country.

RESEARCH METHODOLOGY

Greek small firms operating in manufacturing industries that are significantly internationalized were selected as subjects of study. A fully structured questionnaire soliciting answers during personal interviews with business managers in a cross sectional survey was the data collection method employed. In this questionnaire, previously developed scales in the literature were employed to a significant extent in order to maximize the construct validity (and reliability) of the variables. Appendix 1 presents the definitions, key references and descriptives for all of the study’s variables. All variables measured in Likert scales were assessed with multiple items.

In the pre-testing phase, a review of the questionnaire by academics was performed and a testing was conducted with a sample of six managers of firms to further check the questionnaire’s lucidity and clarity. Prior to conducting the personal interview, the most knowledgeable manager in charge of the firm’s international operations was sought. In order to increase the manager’s collaboration in the study, the guidelines of Huber and Power (1985) regarding the use of a single informant and the directions to raise an interviewee’s motivation towards a survey were employed. These included sending a cover letter prior to the interview with the objective of establishing rapport with a firm’s executive.

The population of the survey is made up of businesses that: (a) belong to the food, beverages, garments or footwear sectors of the Greek industry; (b) employ between 10 and 250 employees; (c) are located in the greater areas of Athens and Salonika; (d) are independent firms of Greek stake; and, (e) exhibit outward international activity for at least three years.

In total, 434 firms from the four sectors in the two geographic areas of the country were randomly contacted, but 91 of them were not eligible to be included in the sample because they lacked one or more of the screening criteria identified above. Consequently, 343 firms were qualified to be part of the sample, while 114 cooperated in the survey by providing all the required answers. Six firms failing to reply to all the queries of the questionnaire were dropped from the analysis. The response rate of 33% (114/343) is deemed to be satisfactory, considering the intrusive nature of the research. There are no statistically significant differences between the enterprises that agreed to cooperate in the study and those that did not in terms of number of employees (t= 0.400, p= 0.690) and sales (t= -0.931, p= 0.352).

Each of the four sectors constituted a subset or stratum of the population. Therefore, the population was split into four mutually exclusive strata following a stratified sampling procedure. After this, businesses from each stratum were randomly chosen according to the proportionate stratified sampling principle to ensure that the number of units in the sample were assigned among the subsets in proportion to the comparative amount of elements in every stratum of the population. The two geographic areas served also as another layer of two mutually exclusive strata.

The unit of analysis in this study was the internationalization venture of the business in a particular country (developed or less developed country). Specifically, in the questionnaire the country in which the business earned the highest sales among the developed countries of the world was sought, and subsequent queries concerned this country. Similarly, the same procedure was followed for the country that generated the largest sales for the organization among the less developed countries. Consequently, if the firm had international operations in both regions, two observations were recorded in two respective countries. That is why 165 internationalization ventures by the 114 firms are finally included in the statistical analysis. Countries were classified into “developed” and “less developed” based on the categorization of the International Monetary Fund (IMF, 1998).

STATISTICAL ANALYSIS

The framework presented in Figure 1 was tested through multiple regression examinations. The variables in the four sets, namely internationalization strategies, organizational context, environmental context of the host country and environmental context of the domestic country, made up the predictor variables. Performance in the host market was the dependent variable. As Appendix 1 presents, three indicators were implemented to capture performance in the foreign market: foreign sales ratio, three-year change in sales and perceived satisfaction. Unfortunately no profit indicators of international performance could be elicited by the respondents. Consequently, three sets of standard multiple regression were run with each of these performance indicators serving as the dependent variable every time.

In an undertaking to validate results for the regression in which the interval dependent variable “satisfaction” was used, a transformation of this performance measure into a dichotomous variable was carried out. Subsequently a logistic regression analysis was run. This endeavor is appropriate in order to find out which predictor variables differentiate between Greek small firms that are definitely satisfied in their international ventures in the foreign markets and firms that are satisfied to an average, modest or inconsequential degree.

Furthermore, supplementary examinations were performed to check for possible influential outliers. In the regression, in which the three-year change in sales was the dependent variable, an influential outlier was found. This outlier was an exceptional, albeit valid, observation for a firm that experienced a dramatic decrease in its foreign sales in the host market during the three-year period. Exclusion of this internationalization venture from the data-set would limit the generalizability of the results, since this case was not unrepresentative of the general population. Definitely, in the event of exclusion, findings would not be generalizable to ventures with a sharp decrease in sales over the three-year period, even though these ventures turned out to be a minor part of the overall population. Therefore, it was resolved that both regression analyses (with 165 and 164 observations) be reviewed. Table 1 presents the results for all five regression examinations discussed in this section. It reveals that variables from all four sets of predictors influence performance in a foreign country.

***** Insert Table 1 here *****

DISCUSSION OF FINDINGS

Firms’ international performances are affected by a variety of factors which are related to internationalization strategies, and their associated organizational and environmental contexts. This statement validates the comprehensive conceptual framework that has been adopted in the study and suggests that firms’ performance should unquestionably be explained by such holistic models (Lenz, 1980). The results for the statistically significant coefficients (at the 5% significance level) are synopsized diagrammatically in Figure 2.

***** Insert FIGURE 2 here *****

Variables of both the organizational context and the two environmental contexts consistently influence performance in foreign markets. Hence, both the resource-based approach, which accentuates the importance of idiosyncratic firm-specific resources and capabilities for realization of organizational results, and the environmental determinism approach, in which environmental constraints principally affect a firm’s development and success, are unquestionably vindicated. In contrast, in only one case a strategic construct, namely focus strategy, exerts a repercussion in performance. The significance of the strategic choice framework is relatively derogated. Greek manufacturing small firms appear to question the effectiveness of strategic tools in the current stage of their international development.

Internationalization Strategies

The grouping of observations across the three foreign entry modes is not uniform because 10 observations are reported in indirect exporting, 141 in direct exporting and 14 in advanced modes (Appendix 1). Therefore, the large number of ventures observed in direct exporting can present substantial variation across the three performance measures and make any comparisons with the few ventures of the other two types virtually meaningless. Thus, Hypothesis 1 is not supported.

The meager extent of collaborative patterns (mean=1.67 in Appendix 1) may be accountable for the inability of the study to establish a significant association between implementation of a collective strategy and performance in host markets. Thus, Hypothesis 2 is not supported. This finding is in agreement with those of Baird et al. (1992), and Dollinger and Golden (1992) which have not established material relationships between utilization of cooperative strategies and performance. A probable reason for this lack of significant association could be that cooperative activities are not directly connected with performance, but rather should be viewed as mechanisms conducive to effective usage of resources (Golden and Dollinger, 1993).

Hypothesis 3 is partially supported. This finding is established in the most dynamic indicator of performance abroad, which is change of sales. This may imply that implementation of a focus strategy can take some time to achieve valuable firms’ results.

Hypothesis 4 is not supported. A time dimension explanation may be a potential answer to why (non-price) differentiation strategies do not lead to increased performance. As Mosakowski (1993) emphasizes, strategies may yield dissimilar performance levels during, and after the period, in which they are adopted. This may hold particularly for (non-price) differentiation strategy, in which implementation of its constituent parts (i.e. image, quality, design, support) can take substantial time to yield successful results.

Hypothesis 5 is supported. This result bears consequential practical importance, inasmuch as anecdotal evidence suggests that some Greek enterprises may approach markets abroad with low price levels and an absence of long-term goals. Clearly the findings from this study indicate that such an opportunistic policy can entail significant risks.

Organizational Context

Hypothesis 6 is partially supported. Experience in the foreign market is key to success, and this is something that managers have to consider seriously. This result is in agreement with the prediction of the incremental frameworks.

Hypothesis 7 is not supported. It looks as if entrepreneurial style per se does not have an effect on firm performance, as Covin and Covin (1990) imply. This belief is reinforced by findings (Miller and Friesen, 1982; Romanelli, 1987; Zahra and Covin, 1995) which show that, it is the coexistence of this variable with other constructs, and especially those of a conducive environment, crucial for effective business achievements to take place. Nevertheless, the fact that entrepreneurship does not lead to improvement in organizational performance should not necessarily underestimate its value. Broader conceptualizations of firms’ performance and effectiveness may be needed to illuminate the consequences of entrepreneurial style on organizational results.

Hypothesis 8 is partially supported. Well-managed business operations in international markets signal a cautious and systematic approach to internationalization, which is favorable to successful organizational international achievements.

Hypothesis 9 is supported. This finding suggests that when attractive market opportunities emerge abroad, both small and medium sized enterprises in manufacturing industries can equally seek to take advantage of them.

Hypothesis 10 is partially supported. Abundant financial, production and skilled human assets available for internationalization are closely related to enhanced performance in foreign countries.

Environmental Context - Host Country

Unfamiliarity does not have a determining effect on performance, and thus, Hypothesis 11 is not supported. Two possible explanations are provided. First, it is likely that the significance of psychic distance nowadays has been diminished, since there is intensifying uniformity observed among consumers all over the world (Buzzell et al., 1992; Ohmae, 1985). Second, one could claim that Greece is not particularly close culturally to other countries of the globe, apart from Cyprus. Thus, Greek firms may be accustomed to operating in relatively unfamiliar foreign countries.

Hypothesis 12 is partially supported. Internationalized Greek small firms will perform better when they seek countries in which promising business opportunities emerge in benign environmental settings.

Hypothesis 13 is partially supported. The practical consequence of this outcome for business practitioners is that, other things being equal, businesses tend to experience advantageous conditions for increased achievements in countries with stable and predictable environments.

Hypothesis 14 is partially supported. Managers of small firms should attempt to attenuate complexity abroad by possibly reducing the number of product lines in foreign countries.

Environmental Context - Domestic Country

Domestic munificence is negatively associated with firms’ results for the change in sales performance indicator. Based on this, Hypothesis 15 is not supported. This outcome is in accord with the statement that a benign setting at home would impel the business to overlook opportunities abroad by focusing on the domestic market (Hax, 1989; Madsen, 1989; Zahra et al., 1997). However, it is alleged that the finding of this study does neither contradict measures of the modern industrial policy of many nations nor outcomes of studies which emphasize benevolent conditions of the home country as a prerequisite of successful organizational results abroad (Hu, 1992; Porter, 1990). It may be the current stage of international business operations in Greece the explanation for such a behavior by the firms. Greek small enterprises are in relatively early stages as far as their internationalization development is concerned. Many of them have been operating abroad for a few years, and especially since the opening of the borders in the neighboring Southeast European countries in the last decade. Therefore, it is legitimate that Greek small enterprises are mostly lured to the Greek market by its benign setting, and therefore, may overlook foreign customers.

Hypothesis 16 is partially supported. This is one of the first studies in international business directly establishing such an empirical connection between uncertainty of the domestic country and performance in the foreign country. Business people operating abroad seem to abhor frequent changes in their domestic environment since poor international performance may come up as a result.

Hypothesis 17 is partially supported. Managers of Greek small businesses can use the experience gained in the domestic market context and apply it to similar environments of foreign countries, especially those of the neighboring countries of Southeast Europe.

CONCLUSIONS

The evidence from this study suggests that, compared with the organizational and environmental context, internationalization strategies exert a minor impact on performance of the firm in the host country. Therefore, Greek smaller firms operating in manufacturing industries have to develop their internal resources that are key to internationalization and acquire experience in the environment of the host country. Monitoring of the international market environment is also required in order to take advantage of opportunities and avoid threats.

These findings may be specific to the current phase of the Greek firms’ internationalization. The internationalization of Greek organizations has been a relatively new phenomenon largely affected by the country’s entry into European Economic Community in 1981 and by the opening of the Southeastern European markets in the early 1990s. It may be a typical reaction on behalf of the enterprises to originally try to survive and adjust to the foreign environmental contexts by acquiring experience, accumulating valuable resources and disregarding sophisticated strategic techniques temporarily. This finding is consistent with the assertion by Langlois and Steinmueller that “strategy is not a matter of creating capabilities out of whole cloth but rather of picking and choosing among existing capabilities from a menu that circumstance dictates” (2000: 1171). It is likely that in subsequent related studies involving Greek small firms the role of strategic tools will be more influential. This may occur because in the future Greek businesses can reach more advanced stages of internationalization, in which they will be better adjusted to the environmental settings of the foreign markets.

This research has contributed to the international business research field by adopting a holistic approach, in which ideas and frameworks from strategic management are applied to an international business theme. The holistic framework of the study is made up of firms’ internationalization strategies, organizational and environmental contexts, and performances in international markets. The key notions that have been utilized from strategic management refer to strategic choice, resource-based, environmental determinism and inertial views. It is through the incorporation of notions from strategic management that the area of international business can be conceptually enriched (Brush, 1995; Hill et al., 1990; Leonidou and Katsikeas, 1996).

This study has also provided with an application of a conceptual framework to the field of small business international behavior. Most of the empirical studies that deal with exporting and FDI operations of small firms are mostly a-theoretical, with no links to explicit theoretical backgrounds (Katsikeas et al., 1997; Nakos et al., 1998). Many of these studies examine facilitators and barriers to small enterprise internationalization, and end up reporting lists of factors without any conceptual support behind them. Consequently, the application of a theoretical model rooted in strategic management to a study that deals with small business internationalization forms a feature which is of importance to researchers dealing with small businesses.

Future studies can work with comprehensive frameworks, such as the one examined in this study. It would be interesting to examine whether similar findings are obtained for firms based in countries with comparable stages of economic development with Greece, and for high technology and service firms. Future examinations can elaborate on the fit between strategy and context and its subsequent impact on performance also. It would be interesting to work with contingency and configuration hypotheses to find out if strategic fit is of importance to firms operating abroad. Such undertakings would be in alignment with efforts to bring together notions from strategic management and international business, something which is a promising avenue for research. 

REFERENCES

Albaum, G., J. Strandskov, E. Duerr and L. Dowd (1989), International Marketing and Export Management, Workingham: Addison-Wesley.

Aldrich, H.E. (1979), Organizations and Environments, Englewood Cliffs, NJ: Prentice-Hall.

Anand, J. and B. Kogut (1997), “Technological Capabilities of Countries, Firm Rivalry and Foreign Direct Investment”, Journal of International Business Studies, 28, 445-465.

Astley, W.G. and C.J. Fombrun (1983), “Collective Strategy: Social Ecology of Organizational Environments”, Academy of Management Review, 8, 576-587.

Baird, I., M. Lyles and J. Orris (1992), “Cooperative Strategies for Small Businesses: A Comparison of Aligned and Non Aligned Firms”, Conference Proceedings of the Midwest Division of the Academy of Management, 220-226.

Baldauf, A., D.W. Cravens and U. Wagner (2000), “Examining Determinants of Export Performance in Small Open Economies”, Journal of World Business, 35(1), 61-79.

Barney, J.B. (1991), “Firm Resources and Sustained Competitive Advantage”, Journal of Management, 17, 99-120.

Bartlett, C.A. and S. Ghoshal (1989), Managing Across Borders: The Transnational Solution, Boston: Harvard Business School Press.

Bello, D.C. and N.C. Williamson (1985), “Contractual Arrangement and Marketing Practices in the Indirect Export Channel”, Journal of International Business Studies, 16(2), 65-82.

Benito, G.R.G. and L.S. Welch (1994), “Foreign Market Servicing: Beyond Choice of Entry Mode”, Journal of International Marketing, 2(2), 7-27.

Bilkey, W.J. (1982), “Variables Associated with Export Profitability”, Journal of International Business Studies, 13(2), 39-56.

Bilkey, W.J. and G. Tesar (1977), “The Export Behavior of Smaller-Sized Wisconsin Manufacturing Firms”, Journal of International Business Studies, 8(1), 93-98.

Brady, D.L. and W.O. Bearden (1979), “The Effect of Managerial Attitudes on Alternative Exporting Methods”, Journal of International Business Studies, 10(3), 79-84.

Brush, C.G. (1995), International Entrepreneurship: The Effect of Firm Age on Motives for Internationalization, New York: Garland Publishing.

Burton, F.N. and B.B. Schlegelmilch (1987), “Profile Analyses of Non-Exporters Versus Exporters Grouped by Export Involvement”, Management International Review, 27(1), 38-49.

Buzzell, R.D. and B.T. Gale (1987), The PIMS Principle, New York: The Free Press.

Buzzell, R.D., J.A. Quelch and C. Bartlett (1992), Global Marketing Management: Cases and Readings, 2nd ed., Reading, MA: Addison-Wesley.

Capon, N., J.U. Farley and S. Hoenig (1990), “Determinants of Financial Performance: A Meta-Analysis”, Management Science, 36, 1143-1159.

Carlsson, B. (1989), “Small-Scale Industry at a Crossroads: U.S. Machine Tools in Global Perspective”, Small Business Economics, 1, 245-261.

Castrogiovanni, G.J. (1991), “Environmental Munificence: A Theoretical Assessment”, Academy of Management Review, 16, 542-565.

Cateora, P.R. (1996), International Marketing, 9th ed., Chicago: Irwin.

Chandler, A.D. (1994), Scale and Scope: The Dynamics of Industrial Capitalism, 3rd ed., Cambridge, MA: The Belknap Press.

Cheney, P.K., T. Devinney and R.S. Winer (1991), “The Impact of New Product Introductions on the Market Value of Firms”, Journal of Business, 64, 573-610.

Child, J. (1972), “Organization Structure, Environment and Performance: The Role of Strategic Choice”, Sociology, 6, 1-22.

Child, J. (1974), “Managerial and Organizational Factors Associated with Company Performance-Part I”, Journal of Management Studies, 11, 175-189.

Cohn, T. and R.A. Lindberg (1972), How Management Is Different in Small Companies, New York: American Management Association.

Cote, J.A. and M.R. Buckley (1987), “Estimating Trait, Method and Error Variance: Generalizing across 70 Construct Validation Results”, Journal of Marketing Research, 24, 315-318.

Coughlin, C.C., J.V. Terza and V. Arromdee (1991), “State Characteristics and the Location of Foreign Direct Investment within the United States”, Review of Economics and Statistics, 73, 675-683.

Covin, J.G. and T.J. Covin (1990), “Competitive Aggressiveness, Environmental Context, and Small Firm Performance”, Entrepreneurship Theory and Practice, 14(4), 35-50.

Covin, J.G. and D.P. Slevin (1988), “The Influence of Organization Structure on the Utility of an Entrepreneurial Top Management Style”, Journal of Management Studies, 25, 217-234.

Covin, J.G. and D.P. Slevin (1991), “A Conceptual Model of Entrepreneurship as Firm Behavior”, Entrepreneurship Theory and Practice, 16(1), 7-25.

Covin, J.G., D.P. Slevin and T.J. Covin (1990), “Content Performance of Growth-Seeking Strategies: A Comparison of Small Firms in High Tech and Low Technology Industries”, Journal of Business Venturing, 5, 391-412.

Cyert, R.M. and J.G. March (1963), A Behavioral Theory of the Firm, Englewood Cliffs, NJ: Prentice-Hall

Czinkota, M.R. and I.A. Ronkainen (1993), International Marketing, 3rd ed., Fort Worth, TX: The Dryden Press.

Dess, G.G. (1987), “Consensus on Strategy Formulation and Organizational Performance: Competitors in a Fragmented Industry”, Strategic Management Journal, 8, 259-277.

Dimitratos, P., J. Johnson, J. Slow and S. Young (2003), “Micromultinationals: New Types of Firms for the Global Competitive Landscape”, European Management Journal, 21, 164-174.
Dollinger, M.J. (1990), “The Evolution of Collective Strategies in Fragmented Industries”, Academy of Management Review, 15, 266-285.

Dollinger, M.J. and P.A. Golden (1992), “Interorganizational and Collective Strategies in Small Firms”, Journal of Management, 18, 695-715.

Dunning, J. (1993), Multinational Enterprises and the Global Economy, London: Addison-Wesley.

Forrest, J.E. (1990), “Strategic Alliances and the Small Technology Based Firm”, Journal of Small Business Management, 28(3), 37-45.

Golden, P.A. and M. Dollinger (1993), “Cooperative Alliances and Competitive Strategies in Small Manufacturing Firms”, Entrepreneurship Theory and Practice, 17(4), 43-56.

Gross, W. (1967), “Coping with Radical Competition”, in A. Gross and W. Gross (eds.), Business Policy: Selected Readings and Editorial Commentaries, New York: Ronald Press, 550-560.

Hambrick, D.C. (1981), “Environment, Strategy, and Power within Top Management Teams”, Administrative Science Quarterly, 26, 253-276.

Hannan, M.T. and J.H. Freeman (1977), “The Population Ecology of Organizations”, American Journal of Sociology, 82, 929-964.

Haveman, H. (1993), “Organizational Size and Change: Diversification in the Savings and Loan Industry After Deregulation”, Administrative Science Quarterly, 38, 20-50.

Hax, A. (1989), “Building the Firm of the Future”, Sloan Management Review, 30(3), 75-82.

Henderson, B.D. (1979), Henderson on Corporate Strategy, Cambridge, MA: Abt Books.

Hennart, J.-F. and Y.-R. Park (1994), “Location, Governance, and Strategic Determinants of Japanese Manufacturing Investment in the United States”, Strategic Management Journal, 15, 419-436.

Hill, C.W.L., P. Hwang and W.C. Kim (1990), “An Eclectic Theory of the Choice of International Entry Mode”, Strategic Management Journal, 11, 117-128.

Hu, Y.-S. (1992), “Global Corporations Are National Firms with International Operations”, California Management Review, 34(2), 107-126.

Huber, G.P. and D.J. Power (1985), “Retrospective Reports of Strategic-Level Managers: Guidelines for Increasing their Accuracy”, Strategic Management Journal, 6, 171-180.
Human, S.E. and K.G. Provan (1997), “An Emergent Theory of Structure and Outcomes in Small-Firm Strategic Manufacturing Networks”, Academy of Management Journal, 40, 368-403.

IMF (International Monetary Fund) (1998), World Economic Outlook (Financial Crises: Causes and Indicators), May.
Johanson, J. and L.-G. Mattsson (1986), “International Marketing and Internationalization Processes - A Network Approach”, in P.W. Turnbull and S.J. Paliwoda (eds.), Research in International Marketing, London: Croom Helm, 234-265.

Johanson, J. and J.-E. Vahlne (1977), “The Internationalization Process of the Firm: A Model of Knowledge Development and Increasing Foreign Market Commitments”, Journal of International Business Studies, 8(1), 23-32.

Johanson, J. and J.-E. Vahlne (1990), “The Mechanism of Internationalization”, International Marketing Review, 7(4), 11-24.

Jones, M.V. (2002) “The Importance of International Predisposition and Contact with the Foreign Market: Empirical Evidence from UK High Technology Small Firms”, in F. McDonald, H. Tüselmann and C. Wheeler (eds.), International Business: Adjusting to New Challenges and Opportunities, Basingstoke: Palgrave, 9-24.

Katsikeas, C.S., S.L. Deng and L.H. Wortzel (1997), “Perceived Export Success Factors of Small and Medium-Sized Canadian Firms”, Journal of International Marketing, 5(4), 53-72.

Khandwalla, P.N. (1977), The Design of Organizations, New York: Harcourt Bruce Jovanovich.

Kirpalani, V.H. and N.B. Macintosh (1980), “Internal Marketing Effectiveness of Technology-Oriented Small Firms”, Journal of International Business Studies, 11(3), 81-90.

Klein, S. and V.J. Roth (1990), “Determinants of Export Channel Structure: The Effects of Experience and Psychic Distance Reconsidered”, International Marketing Review, 7(5), 27-38.

Kogut, B. and S.J. Chang (1991), “Technological Capabilities and Japanese Foreign Direct Investment in the United States”, Review of Economics and Statistics, 73, 401-413.

Lado, A.A., N.G. Boyd and S.C. Hanlon (1997), “Competition, Cooperation, and the Search for Economic Rents: A Syncretic Model”, Academy of Management Review, 22, 110-141.

Langlois, R.N. and W.E. Steinmueller (2000), “Strategy and Circumstance: The Response of American Firms to Japanese Competition in Semiconductors, 1980-1995”, Strategic Management Journal, 21, 1163-1173.

Lawless, M.W. and L.K. Finch (1989), “Choice and Determinism: A Test of Hrebiniak and Joyce’s Framework on Strategy-Environment Fit”, Strategic Management Journal, 10, 351-365.

Lee, C.S. and Y.S. Yang (1990), “Impact of Export Market Expansion Strategy on Export Performance”, International Marketing Review, 7(4), 41-51.

Lenz, R.T. (1980), “Environment, Strategy, Organization Structure and Performance: Patterns in One Industry”, Strategic Management Journal, 1, 209-226.

Lenz, R.T. (1981), “Determinants of Organizational Performance: An Interdisciplinary View”, Strategic Management Journal, 2, 131-154.

Leonidou, L.C. and C.S. Katsikeas (1996), “The Export Development Process: An Integrative Review of Empirical Models”, Journal of International Business Studies, 27, 517-551.

Leontiades, J.C. (1985), Multinational Corporate Strategy - Planning for World Markets, Lexington, MA: Lexington Books.

Louter, P.J., C. Ouwerkerk and B.A. Bakker (1991), “An Inquiry into Successful Exporting”, European Journal of Marketing, 25(6), 7-23.

Madsen, T.K. (1989), “Successful Export Marketing Management: Some Empirical Evidence”, International Marketing Review, 6(4), 41-57.

Mahoney, J.T. and J.R. Pandian (1992), “The Resource-Based View Within the Conversation of Strategic Management”, Strategic Management Journal, 13, 363-380.

Miesenbock, K.J. (1988), “Small Business and Exporting: A Literature Review”, International Small Business Journal, 6(2), 42-61.

Miller, D. (1988), “Relating Porter’s Business Strategies to Environment and Structure: Analysis and Performance Implications”, Academy of Management Journal, 31, 280-308.

Miller, D. and C. Dröge (1986), “Psychological and Traditional Determinants of Structure”, Administrative Science Quarterly, 31, 539-560.

Miller, D. and P.H. Friesen (1977), “Strategy-Making in Context: Ten Empirical Archetypes”, Journal of Management Studies, 14, 253-280.

Miller, D. and P.H. Friesen (1982), “Innovation in Conservative and Entrepreneurial Firms: Two Models of Strategic Momentum”, Strategic Management Journal, 3, 1-25.

Miller, D. and P.H. Friesen (1984), Organizations: A Quantum View, Englewood Cliffs, NJ: Prentice-Hall.

Miller, D. and J.M. Toulouse (1986), “Strategy, Structure, CEO Personality and Performance in Small Firms”, American Journal of Small Business, 10(3), 47-62.

Miller, K.D. (1993), “Industry and Country Effects on Managers’ Perceptions of Environmental Uncertainties”, Journal of International Business Studies, 24, 693-714.

Mintzberg, H. (1988), “Generic Strategies: Toward a Comprehensive Framework”, in R. Lamb and P. Shrivastava (eds.), Advances in Strategic Management, Greenwich, CT: JAI Press, 5, 1-67.

Mosakowski, E. (1993), “A Resource-Based Perspective on the Dynamic Strategy-Performance Relationship: An Empirical Examination of the Focus and Differentiation Strategies in Entrepreneurial firms”, Journal of Management, 19, 819-839.

Nakos, G., K.D. Brouthers and L.E. Brouthers (1998), “The Impact of Firm and Managerial Characteristics on Small and Medium-Sized Greek Firms’ Export Performance”, Journal of Global Marketing, 11(4), 23-47.

Naman, J.L. and D.P. Slevin (1993), “Entrepreneurship and the Concept of Fit: A Model and Empirical Tests”, Strategic Management Journal, 14, 137-153.

Namiki, N. (1988), “Export Strategy for Small Business”, Journal of Small Business Management, 26(2), 33-37.

Nemetz, P.L. and W.L. Fry (1988), “Flexible Manufacturing Organizations: Implications for Strategy Formulation and Organization Design”, Academy of Management Review, 13, 627-632.

Ohmae, K. (1985), Triad Power: The Coming Shape of Global Competition, New York: The Free Press.

Penrose, E. (1959), The Theory of the Growth of the Firm, London: Blackwell.

Pinchot, G. III. (1985), Intrapreneuring, New York: Harper and Row.

Porter, M.E. (1980), Competitive Strategy - Techniques for Analyzing Industries and Competitors, New York: The Free Press.

Porter, M.E. (1985), Competitive Advantage - Creating and Sustaining Superior Performance, New York: The Free Press.

Porter, M.E. (1990), The Competitive Advantage of Nations, New York: The Free Press.

Romanelli, E. (1987), “New Venture Strategies in the Microcomputer Industry”, California Management Review, 30(1), 160-175.

Romanelli, E. and M.L. Tushman (1986), “Inertia, Environments, and Strategic Choice: A Quasi-Experimental Design for Comparative-Longitudinal Research”, Management Science, 32, 608-621.

Root, F.R. (1987), Entry Strategies for International Markets, Lexington, MA: Lexington Books.

Samiee, S. and P.G.P. Walters (1990), “Influence of Firm Size on Export Planning and Performance”, Journal of Business Research, 20, 235-248.

Scherer, F.M. (1980), Industrial Market Structure and Economic Performance, 2nd ed., Boston: Houghton-Mifflin.

Simon, H. (1996), Hidden Champions, Boston: Harvard Business School Press.

Singer, T.O. and M.R. Czinkota (1994), “Factors Associated with Effective Use of Export Assistance”, Journal of International Marketing, 2(1), 53-71.

Slater, S.F. and J.C. Narver (1994), “Does Competitive Environment Moderate the Market Orientation-Performance Relationship?”, Journal of Marketing, 58(1), 46-55.

Snow, C.C. and D.C. Hambrick (1980), “Measuring Organizational Strategies: Some Theoretical and Methodological Problems”, Academy of Management Review, 5, 527-538.

Starbuck, W.H. (1976), “Organizations and their Environments”, in M.D. Dunette (ed.), Handbook of Industrial and Organizational Psychology, Chicago: Rand McNally, 1069-1123.

Stopford, J.M. and L.T. Jr. Wells (1972), Managing the Multinational Enterprise: Organization of the Firm and Ownership of the Subsidiaries, New York: Basic Books.

Storey, D.J. (1994), Understanding the Small Business Sector, London: Routledge.

Stuart, T.E. (2000), “Interorganizational Alliances and the Performance of Firms: A Study of Growth and Innovation Rates in a High-Technology Industry”, Strategic Management Journal, 21, 791-811.

Sullivan, D. (1994), “Measuring the Degree of Internationalization of a Firm”, Journal of International Business Studies, 25, 325-342.

Sullivan, K.D., F. Orr and D. Reis (1994), “Going International? Here’s How”, Industrial Management, 36(1), 22-25.

Van Hoorn, T.P. (1979), “Strategic Planning in Small and Medium-Sized Companies”, Long Range Planning, 12(2), 84-91.

Verhoeven, W. (1988), “The Export Performance of Small and Medium-Sized Enterprises in the Netherlands”, International Small Business Journal, 6(2), 20-33.

Wagner, J. (1995), “Exports, Firm Size, and Firm Dynamics”, Small Business Economics, 7, 29-39.

Walters, P.G. (1993), “Patterns of Formal Planning and Performance in U.S. Exporting Firms”, Management International Review, 33(1), 43-63.

Ward, P.T., D.J. Bickford and G.K. Leong (1996), “Configurations of Manufacturing Strategy, Business Strategy, Environment and Structure”, Journal of Management, 22, 597-626.

Welch, D.E., and L.S. Welch (1996), “The Internationalization Process and Networks: A Strategic Management Perspective”, Journal of International Marketing, 4(3), 11-28.

Welch, L.S. and F. Wiedersheim-Paul (1980), “Initial Exporters: A Marketing Failure”, Journal of Management Studies, 17, 333-344.

Wernerfelt, B. (1984), “A Resource-Based View of the Firm”, Strategic Management Journal, 5, 171-180.

Whittington, G. (1971), The Prediction of Profitability, Cambridge: Cambridge University Press.

Wholey, D.R. and J.W. Brittain (1986), “Organizational Ecology: Findings and Implications”, Academy of Management Review, 11, 513-533.

Williamson, O.E. (1975), Markets and Hierarchies: Analysis and Antitrust Implications, New York: The Free Press.

Yang, Y.S., R.P. Leone and D.L. Alden (1992), “A Market Expansion Ability Approach to Identify Potential Exporters”, Journal of Marketing, 56(1), 84-96.

Yaprak, A. (1985), “A Empirical Study of the Differences Between Small Exporting and Non-Exporting US firms”, International Marketing Review, 2(2), 72-83.

Young S., J. Hamill, C. Wheeler and J.R. Davies (1989), International Market Entry and Development, Englewood Cliffs, NJ: Prentice-Hall.

Zahra, S.A. (1993), “Environment, Corporate Entrepreneurship, and Financial Performance: A Taxonomic Approach”, Journal of Business Venturing, 8, 319-340.

Zahra, S. and J.G. Covin (1995), “Contextual Influences on the Corporate Entrepreneurship-Performance Relationship: A Longitudinal Analysis”, Journal of Business Venturing, 10, 43-58.

Zahra, S., J. Hayton, J. Marcel and H. O’Neill (2001), “Fostering Entrepreneurship during International Expansion: Managing Key Challenges”, European Management Journal, 19, 359-369.

Zahra, S.A., D.O. Neubaum and M. Huse (1997), “The Effect of the Environment on Export Performance Among Telecommunications New Ventures”, Entrepreneurship Theory and Practice, 22(1), 25-46.

Zou, S. and S. Stan (1998), “The Determinants of Export Performance: A Review of the Empirical Literature Between 1987 and 1997”, International Marketing Review, 15(5), 333-356.

	APPENDIX 1. DEFINITIONS, KEY REFERENCES AND DESCRIPTIVES OF THE STUDY’S VARIABLES



	VARIABLE
	Description
	Key references
	Scale
	Mean / stand. dev.

	INTERNATIONALIZATION STRATEGIES

	Entry mode
	Captures the mode of business involvement in the foreign country
	Czinkota and Ronkainen (1993), Root (1987)
	Nominal (Ind. Exp., Dir. Exp., FDI Mode)
	IE= 10, DE= 141, FDI = 14

	Cooperative strategy
	To what degree the firm participates in various collaborative activities in the foreign country
	Dollinger and Golden (1992)
	Likert (1=not at all-7=very much)
	1,67 / 0,60

	Focus strategy
	To what degree the firm fulfils needs of specific market segments in the foreign country
	Porter (1980), Simon (1996)
	Likert (1=not at all-7=very much)
	3,83 / 2,03

	(Non-price) differentiation strategy
	To what degree the firm employs competitive practices based on non-price techniques (e.g. superior design, quality, service) in the foreign country
	Mintzberg (1988), Simon (1996)
	Likert (1=not at all-7=very much)
	3,74 / 1,17

	Price differentiation strategy
	To what degree the firm employs competitive practices based on price techniques (e.g. dumping, low pricing) in the foreign country
	Leontiades (1985), Mintzberg (1988)
	Likert (1=not at all-7=very much)
	2,63 / 1,15

	ORGANIZATIONAL CONTEXT

	Experience in host country
	Number of years in the foreign country
	Johanson and Vahlne (1977)
	Ratio
	8,71 / 10,12

	Entrepreneu

rial style
	To what degree the firm adopts a conservative vs. venturesome mode of management
	Naman and Slevin (1993), Zahra (1993)
	Likert (1=cons.-7=ventures.)
	3,25 / 0,90

	Management systems in internationaliz.
	To what degree the firm is significantly inferior or superior compared to its direct competitors as regards planning and control in internationalization
	Samiee and Walters (1990), Walters (1993)
	Likert (1= sig. inferior - 7= sig. superior)
	3,81 / 1,46

	Size
	Number of employees of the firm
	Capon et al. (1990)
	Ratio
	57,03 / 53,58

	Resource availability for internationaliz.
	To what degree the firm is significantly inferior or superior compared to its direct competitors as regards resource availability in internationalization
	Benito and Welch (1994), Yang et al. (1992)
	Likert (1= sig. inferior - 7= sig. superior)
	3,64 / 1,07

	ENVIRONMENTAL CONTEXT – HOST COUNTRY

	Unfamiliarity
	To what degree Greece is dissimilar to foreign countries with respect to business practices, culture etc.
	Johanson and Vahlne (1977)
	Likert (1=not at all-7=very much)
	4,29 / 1,29

	Munificence – host country
	To what degree environment in the host country offers firms growth opportunities
	Khandwalla (1977)
	Likert (1=not at all-7=very much)
	4,01 / 1,09

	Uncertainty – host country
	To what degree environment in the host country presents frequent, important and hard to predict change
	Miller (1993), Miller and Dröge (1986)
	Likert (1=not at all-7=very much)
	3,56 / 0,93

	Complexity – host country
	To what degree environmental changes in the host country among firm’s different products are important
	Miller (1988)
	Likert (1=not at all-7=very much)
	3,25 / 1,27

	ENVIRONMENTAL CONTEXT – DOMESTIC COUNTRY

	Munificence – dom. country
	To what degree environment in the domestic country offers firms growth opportunities
	Khandwalla (1977)
	Likert (1=not at all-7=very much)
	4,05 / 1,10

	Uncertainty – dom. country
	To what degree environment in the domestic country presents frequent, important and hard to predict change
	Miller (1993), Miller and Dröge (1986)
	Likert (1=not at all-7=very much)
	3,39 / 0,95

	Complexity – dom. country
	To what degree environmental changes in the domestic country among firm’s different products are important
	Miller (1988)
	Likert (1=not at all-7=very much)
	3,27 / 1,28

	PERFORMANCE

	Foreign country sales ratio
	Sales in the foreign country over total number of sales of the firm in the last year
	Sullivan (1994)
	Ratio
	15,14 / 20,26

	3-year change in sales in for. cou.
	Percentage change in sales in the foreign country across the three last years
	Lee and Yang (1990)
	Ratio
	21,48 / 31,22

	Satisfaction
	To what degree managers of the firms are satisfied with performance in the foreign market in the last year
	Bilkey (1982)
	Likert (1=not at all-7=very much)
	4,46 / 1,51
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FIGURE 1: The Conceptual Model of the Research
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FIGURE 2: Significant Relationships for the Variables of the Conceptual Model

	TABLE 1. Regression Results with Performance in Host Country as the Dependent Variablea

	Variables
	Foreign Sales Ratio
	Satisfaction

 (1-7 scale)
	Change in sales

(165 cases)
	Change in Sales

(164 cases)
	Satisfaction

(binary)

	Direct Exporting (dummy)
	.085
	-.068
	.022
	.002
	.0735

	Advanced Mode (dummy)
	.090
	-.076
	.159
	.152
	.0596

	Cooperative Strategy
	.146d
	.056
	.086
	.092
	2.6530

	Focus Strategy
	.028
	.006
	.104
	.154c
	.0187

	(Non-Price) Differentiation Strategy
	.130
	.060
	.034
	.028
	.3413

	Price Differentiation Strategy 
	.055
	-.002
	.001
	.079
	.1700

	Experience in Host Country 
	.277b
	.074
	.014
	.037
	.8328

	Entrepreneurial Style
	-.048
	.091
	.163 d
	.157d
	1.1586

	Management Systems in Internationalization
	.347b
	.152
	-.050
	-.137
	.8452

	Size
	-.146d
	-.135d
	.083
	.138d
	.6327

	Resource Activity for Internationalization
	-.101
	.221c
	.016
	.081
	4.5181c

	Unfamiliarity
	.060
	.019
	.147d
	.102
	.9175

	Munificence in Host Country
	-.135
	.297b
	.153d
	.085
	3.3071d

	Uncertainty in Host Country
	-.210 c
	-.066
	.121
	.152
	.4649

	Complexity in Host Country
	.009
	-.048
	-.204
	-.322c
	.8132

	Munificence in Domestic Country
	-.022
	-.099
	-.288b
	-.250b
	1.3120

	Uncertainty in Domestic Country
	.049
	.066
	-.276b
	-.307b
	.2384

	Complexity in Domestic Country
	-.086
	-.004
	.155
	.325c
	.5534

	R-squared
	.299
	.275
	.199
	.241
	

	F test
	3.464b
	3.070 b
	2.010c
	2.563 b
	e


a Standardized betas are shown; Wald statistics are shown in the last regression in which Satisfaction (binary) is the dependent variable

b  p<.01

c  p<.05

d p<.10

e Log Likelihood= 187.978; Chi-squared= 38.568 (18), p<.05; Correctly classified= 70.3%





































































































































































































































Complexity in Dom. Country





Uncertainty in Dom. Country





Munificence in Dom. Country











Change in sales 


(164 cases)














Complexity in Host Country





Uncertainty in Host Country





Munificence in Host Country





Unfamiliarity











Change in sales 


(165 cases)











Resource Avty for Intern.








Size *





Mgt Systems in Intern.














Satisfaction (binary)

















Entrepreneurial Style





Experience in Host Country *





Price Differentation Strategy














Satisfaction (1-7 scale)

















(Non-Price) Differentiat. Strat.





Focus Strategy





Cooperative Strategy *





Advanced Mode





Direct Exporting











Foreign Sales Ratio
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