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4. Internationalisation process, entrepreneur ship and international marketing

GROWTH AND PROFITABILITY ININTERNATIONALISED PIEDMONT SMES

1. Introduction

The debate on factors affecting the internatiomadetbpment of SMEs is very lively and research
in this field is attracting growing interest (Caoaand Piva, 2007). In the Italian context, SMEs
represent a relevant part of total enterprisessinmv a high international commitment, not rarely
from their inception, thanks to the adoption oflgbniche strategies. In the last decade Italian
firms have vigorously pursued internationalisatgirategies: in 2001 Italy has been the country
with the largest increase in the world of foreignedt investments outflows. This result is not
isolated, but comes at the end of a ten years gp@icsteady international growth of the Italian
outward investments.

International expansion is an important decisigmeeglly for small and medium-sized enterprises
(SMEs) who traditionally have a small financial éaa domestic focus and a limited geographic
scope (Barringer and Greening, 1998). Recent studaese looked at the antecedents and the
process of SMES’ internationalisation, but the perfance implications of this strategy to SMEs
remain under-explored (Lu and Beamish, 2006).

Following Lu and Beamish’s suggestion to apply thaiodel to samples of firms from other
countries, the paper examines the relationship dmtwinternationalisation and growth and
profitability (Singh and Nejadmalayeri, 2004) insample of Italian firms from an economically
important Italian region, Piedmont, as it emergesnf the accounting documents. We also
considered Buttignon, Vedovato and Bortoluzzi’'s elo2005) about the performances after
private equity investments and their impact on dhoand profitability; Haynes, Onochie and Lee’s
model (2008) about the origin of loans of interoasilised SMEs and their debt structure;
Bopaiah’s model (1998) about the availability cddtit for internationalised SMEs; Gallo’s analysis
(2005) about the state of origin of board directors

We directly test the differential effects that imationalisation strategies have on the growth and
profitability of SMEs.

It is difficult to define what is called “internathalisation” and, especially, what is “the
internationalisation of a firm”. Internationalisari is a phenomenon researched intensively over the
last few decades from a variety of viewpoints, ulddthg organization theory, marketing, strategic
management, international management, and smafidsssmanagement.

Issues such as international decision-making andagement, the development of international
activities, and factors favoring or disfavoringamtationalization have been studied for both large
as well as small businesses (Ruzaeml, 2006). Two of the most common goals attributed t
international expansion are achieving firm growtid @amproving a firm’s profitability (Oviatt and
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McDougall, 1994; McDougall and Oviatt, 1996), whitsvo of the most prominent avenues of
internationalisation are exporting and FDI (Lu &&hmish, 2006).

Following Lu and Beamish’s model, we connect théivildual and joint influences of exporting
and FDIs on Italian SMEs growth and profitabilie find that exporting and FDI both contribute
to firm growth, but exporting may, under certaireomic circumstances, negatively affect Italian
SMEs’ profitability. Our findings give a contribute a wider comprehension of the relationship
between internationalisation and performance dilteSMES.

2. Internationalisation of SMEs

The increasing importance of SMEs in internatiamakkets has led to substantial research on the
internationalisation of SMEs (Lu and Beamish, 2008)ch of the literature on internationalisation
of SMEs focuses on the export activities of thesad and the differences between successful and
unsuccessful exporters (Leonidou and Katsikeas5)19bhis comes as no surprise, given the
aforementioned obstacles to internationalisationkel and Tesar (1977) describe the export
activities of small firms as incidental, wherebynfs passively fulfill international orders insteaid
proactively seeking opportunities. As such, becafskack of resources, SMEs do not approach
internationalisation in a systematic fashion anchdbpossess formal strategies (Bell et al, 2004).
Given the heterogeneity of small firms and theiemgping environment, fundamental difficulties
arise when seeking to identify and define the aaltiresources needed for internationalisation
(Ruzzier et al, 2006). Drawing on different perspectives of gs@l, international business
literature stresses the role of factors both irgkeand external to the business as drivers of firm
internationalisation.

Another stream of literature focuses on the intiéonalisation process. In this field, tletage
theory, which is the dominant paradigm, suggests thairtteznational activity of a firm increases
gradually as it acquires knowledge and experient#hanson and Wiedersheim-Paul, 1975;
Johanson and Vahine, 1977; Bilkey and Tesar 197lkey 1978). In these theories the
internationalisation behaviour of a firm is linkedth different stages of the firm’s life cycle,
starting from no foreign sales and expanding iterimational activities incrementally to a more
resource-intensive commitment to foreign marketd arfinal stage of foreign direct investment is
reached. Hence, the stage models not only try ptagxthe entry into a foreign markeer se but
also the choice of the optimal market entry modeduet different stages of the firm’s international
involvement.

Most of the empirical studies, however, have bemuged on large, well-internationalised firms,
not on SMEs (McDougall and Oviatt, 1996; Dagtaal, 1999). Very few papers focus on the first
steps of small and medium-sized firms toward inetiate forms of internationalisation (Wagner
and Schnabel, 1994). Only recently has the thealetiebate on internationalisation focused more
deeply on the specific features of small firms madtempt to establish a general theory (Julien,
1994). The “classical” literature on the subjeatl laa abstract, general firm model as its reference
point and implicitly considered the large firm &s object of analysis. However, a series of studies
has underlined that size is no restraint in thermdtional competitiveness of small firms, both
because of their important contribution to the érdhlance of their respective countries (Hardy,
1986; Beamish and Munro, 1986) and because sateachabave been shown to be unaffected by
firm size (Cavusgil and Tamer, 1980; Edmunds anduf, 1986; Ali and Swiercz, 1991; Julieh

al., 1994). Not surprisingly however, the resultshafse studies have produced mixed results. It has
also been shown that under certain circumstancesntrepreneurial culture resistant to change, an
increasingly centralised behavior and otlkeuntry-specificfactors can hinder the international
development of small firms (Calof and Viviers, 19@aruana, Morris, and Vella, 1998; Minguzzi
and Passaro 1997, 2001).

There is also divergence in the theoretical comaitens of the advantages and limitations of SMEs
in the literature. Basically, the empirical findesxgn the relationships between internationalisation
and firm performance based on samples of largesfolmmnot necessarily apply to SMEs because it
has been well argued and documented that smakémdss and larger business are different species
(Shuman and Seeger, 1986). From a theoretical pbwview, SMEs have certain advantages over
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large enterprises, in fact they are able to mosglyeavercome governance problems (Mcintyre,
2002). Some researchers (e.g. Liesch and Knig&9)18rgue that SMEs have the advantage of
flexibility and are able to internalise market infation to the same degree or better than large
firms. However, SMEs also face certain disadvargdgdarge enterprises, which may inhibit their
success in the local market as well as discouragm tfrom pursuing international opportunities.
Obviously, a major impediment to SMESs’ expansiam,comparison to large firms, is lack of
resources (Berkema and Vermeulen, 1998; Calof,  1B934).

However, lack of resources, firm size and marketoofunity are not the only determinants of the
internationalisation success of SMEs. Small firnrepehd much on the abilities, knowledge and
attitudes of those individuals in the firm respdhesifor international decisions. Some researchers
(Moini, 1995; Cooper et al, 1994), for example, dndound that the success of exporting firms and
new ventures depends on the demographics, whikro{Knight and Cavusgil, 1997; Reuber and
Fischer, 1997) point to the importance of the mational orientation of decision-makers. Cavusgil
and Naor (1987) have proposed that the formerem®important than factors related to behaviour.
Manolovaet al (2002) studied the impact of international busingshs, international orientation,
environmental perceptions and demographics of SM&hagers and found that skills and
environmental perceptions are among the most irapbdriteria for successful internationalisation.
Thus, lack of resources in the form of physicalitzpmight not be such a hindrance if decision-
makers of SMEs have a proactive view toward int@onalisation. More important are the
knowledge, skills, experience and networks of fiansl the external environment, which form the
strategic foundations of the firm (Welch and WeltB96). Jaklic (1998) suggested that networks
can be especially useful for SMEs in catching-upnemies since it is possible to overcome some
of the problems of knowledge and technology as a®ltapital accumulation. Because large firms
often have the resources to easily enter foreigworés, the establishment of network relationships
will be even more important for SMEs, especiallpgh which do not yet have clearly defined
internationalisation goals. The development anddioation of knowledge inside the firm must be
viewed as integral to its internationalisation msses (Knudsen and Madsen, 2001).

It has been proposed that SMEs follow a model ofeémental internationalisation (Katsikeas and
Lenidou, 1996; Pedersen and Petersen, 1998; HEltisPecotich, 2001). In this view, SMEs start
with those internationalisation activities implyirige lowest barriers (i.e. exporting goods) and
accumulate experience used to develop other fofnimteynational business such as alliances, sales
branches, production, and R&D. This model has bdwllenged by the literature on so-called
“born globals” (see Zucchellat al, 2009; Zucchelleet al, 2008; Knight and Cavusgil, 2004;
McDougall et al, 1994; Madseret al, 2000; Fryges, 2004). In this view, to take adsaget of
unique selling propositions they were able to abthrough innovation, some SMEs seem to follow
an international business strategy and adopt aaglmzus from their very beginning. Andersen
(1993), however, has criticised the model and oird studies that have shown that SMEs do not
select foreign markets as methodically as presumdtie model. Andersson et al (2004) argue that
the stages model does not explain why some smais finternationalise while others do not. Some
firms are international from their birth and haveeh called: international new ventures
(McDougall, 1994; Oviatt and McDougall, 1994, 1996drn global (Madsen and Servais, 1997),
and global start-ups (Oviatt and McDougall, 1995Yyiatt and McDougall (1994) and Knight and
Cavusgil (1996) as well criticise the stages mode lacking explanations for the
internationalisation of small born global firms, el lack both resources and experience.
Differences in the scale and scope of SMES’ intonal operations are often attributed to their
home market and industry conditions or the attvaciss of foreign markets (Dunning, 1988).
Inter-firm and interpersonal relationships alsoegpto be influential in other internationalisation
issues: foreign market selection (Andersen and IBW®002); market servicing (Welch and Welch,
1996); dynamics of entry (Meyer and Skak, 2002)ermational market development and
marketing-related activities (Coviello and Munr@®95); time of internationalisation (Oviatt and
McDougall, 1994); propensity to export (Westheadl, 2001); strategic choices and performance
(Peng, 2001); and degree of internationalisatiamgBet al, 2002).



Lu and Beamish’s model focuses on the influencent&frnationalisation on both the growth and
profitability of SMES.

3. Setting of hypotheses
In the following paragraph, we considered the festof Lu and Beamish’s model that can fit to
the environment of Italian SMEs from Piedmont, ider to set the hypotheses to be tested.

Exporting

Exporting is the most common form of internatiosation. The internationalisation process model
developed by Johanson and Vahlne (1977, 1990) ibescthe role of exporting. They regard
internationalisation as a gradual process in whirchs incrementally increase their commitment in
foreign markets. A commitment is always associavétl uncertainty. A firm evolves from a low
level of international activities and commitment bigher levels, through stages which are
assumedly one-way. The incremental nature of tlhegss is considered not only as a shift from
“soft” internationalisation (indirect exports) toome committed, riskier modes, also in terms of
choice of foreign markets: the firm gradually exgsrirom nearer markets to those further away.
The firm extends its international business aéésitntil its particular maximum tolerable risk is
reached. This is a function of the degree of thra’'§i risk aversion and the firm’s resource position
The commitment of resources to a foreign marketemses knowledge of that market and thus
reduces any existing uncertainty about the foreigmronment. The internationalisation process is
therefore combined with a dynamic learning proeeas time. An initial involvement in a foreign
market reduces uncertainty, which in turn inducesadditional commitment to this market. As a
consequence, firms start their international adigi with relatively few resources because the
commitment of these resources is associated witklaively high amount of risk. Improved
knowledge acquired over time through additional cotment to the market leads to more
resource-intensive international activities, sitioe latter become associated with less risk than th
firm’s initial foreign activities.

Lu and Beamish (2006) analyse the advantages sefititernationalisation strategy, especially
important for SMEs which typically face resourcenstaints and would not like to make excessive
resource commitments and be exposed to unreasohgblyinvestment risks. Exporting involves
comparatively low levels of commitment and risk,ists a relatively easy and fast way to enter
foreign markets. Through exporting a firm does halve to deal with the complexities of
establishing a foreign subsidiary and adopts a fisky strategy because it is easier to change
geographic scope by adjusting export volumes avitbdraw from a foreign market when there is
political instability and/or fluctuating market agditions. Moreover, exporting contributes to firm
growth through sales increase. Consumer base gheérhsales volume can be broadened through
direct sales or export agents. Higher sales voluoaas mean higher production volumes and
expansion in production capacities to meet the etademands, and enable firms to achieve
economies of scale and increase labor productanity management efficiency. Cost savings and
firm profitability derive directly from this kind fo experience curve economies. Similarly,
advantages related to increases in market powegaing from the diversification of revenues may
be originated from the presence in multiple, défe international markets. Exporting activities
should have a positive impact on firm profitabilitywe observe the economic benefits they could
lead to.

Applying Lu and Beamish’s model to Italian SMEsnré’iedmont, we expect exporting to have a
positive impact on their growth and profitability.

Hypothesis la: Italian SMES’ growth is positiveglated to their level of exporting activities.
Hypothesis 1b: Italian SMES’ profitability is pasily related to their level of exporting activiie

Foreign direct investment



In the case of Italy, exporting is not necessatlyy most important or most fundamental
internationalisation way: Italian firms have redgriegun to develop other, more advanced forms
of foreign expansion, mainly of non-equifgpe (Basileet al, 2003).

FDI is an investment realised abroad (‘active’auttvard’ investment) or from abroad (‘passive’ or
‘invard’ investment) in plants, and can take plagther through the opening of branch plants
(‘green-field’ investment), or through the acquasit of or financial participation in existing firms
(‘brown - field’ investment). Lu and Beamish (200é¢scribe the features of FDI and compare
them with the advantages and disadvantages of exgoExporting can be obstacled by various
tariff and non-tariff barriers by host country gowments,or being subject to distributor
opportunism as the interests of foreign sales agamtnot necessarily align with that of the firms.
Internationalising firms are usually disadvantagadcompetition with local firms in foreign
markets (liability of foreignness), so they have hHold certain competitive advantages to be
successful. Moreover, the use of exporting as ternationalisation strategy can expose a firm to
the risks of asset appropriation and the subseqdewaluation of its intangible assets, since
competitive advantage is often in the form of igfifahe, proprietary assets.

FDI shows some attractive means of internation@disalt enables firms to minimise transaction-
related risk, by establishing subsidiaries in fgnemarkets and internalising markets for proprietar
asset exchange. When a SME’s competitive advamsagethe form of proprietary assets, FDI can
also be a potentially effective internationalisat&trategy. FDI broadens a firm’s customer bases
through entry into new markets, enabling the fiorathieve a larger volume of production, and
grow. FDI is associated with greater potential fesxk learning as well. For example, FDI could
provide firms access to a wider range of scientificl technological skills and knowledge than is
available in the home market and thereby help toarce a firm’s technological capabilities.
Applying Lu and Beamish’s model to Italian SMEsnrd?iedmont, we expect FDI to give an
important contribute to their growth.

Hypothesis 2: Italian SME’s growth is positivelyated to their level of FDI.

4. Methodology

Sample and data sources

We use a panel of firms from the Piedmont areadrRant is one of the 20 Regions of Italy, in the
north-west. Its territory presents a widespreadistidalisation, featuring mostly SMEs. It has an
area of 25,399 km2 and a population of about 4)4ami The capital is Turin.

We perform the analysis on a sample of 250 SMEss{Stent with parallel studies on American
small and medium sized firms in the entreprenepréterature (Bairdet al, 1994; Hodgetts and
Kuratko, 1998; Beamish 1999; Wolff and Pett, 20Q8)s study employs the definition of SMEs
provided by the following European Community staddéRecommendation of the European
Commission, May B 2003): a small enterprise has fewer than 50 enegleyless than 7 million
Euro in revenue and less than 5 million Euro iretsssThe upper ceiling for a medium enterprise is
fewer than 250 employees, less than 40 million Bareevenue, and less than 27 million Euro in
assets. The sample is stratified and randomly telet reflects sector's geographical and
dimensional distribution of firms from Piedmont)rfirms up to 250 employees. We use the
database of AIDA (Analisi informatizzata delle ame), in particular Piedmont SMEs’ annual
reports. Additional balance sheet information abd fformation has been derived froGentrale

dei Bilanci a well-known and reliable source of balance skle¢t for Italy. The dataset provides
information about who controls the firm. We consiteports of last three years (2006, 2007, 2008),
so both qualitative and quantitative data are ctdlg Qualitative data provide, among other things,
information on ownership structure and entitlemerdtate subsidies.

The empirical analysis draws on a sample whichuohe$ small and medium-sized firms in an
economy where the market for corporate controlf@sdeveloped yet. This reduces the impact of
two types of selection bias. The first (Steer arabl€, 1978) occurs when only large firms are
included in the sample, since only the most effic@vnership-controlled firms maintain this status
when they grow in size. The second occurs in sasngbataining only small firms when, under an
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effective market for corporate control, less et firms are taken over and excluded from the
sample.

According to the Ateco 2007 code (used by Istat,Ithlian Statistical Institute), the 250 firms kav
been classified within six industrial sectors.

Table 1: Division of the sample according to performed economic activity

Description Nr. of firms %

Chemical, rubber and plastic industries 29 116
Manufacture of electrical machinery and apparaipscal
: 66 26.4
instruments
Manufacture of fabricated metal products, excepthimery

: 49 19.6
and equipment
Manufacture of mechanical machinery and apparatus 54 216
Services o 96
Transports 3 112
Total 250 100

Source: AIDA and Centrale dei Bilanci.

Table 1 highlights that the firms of the sample distributed within all of the economic activities
described in the table, with a good number comimgnfthe electrical, electronic and optical
industries, from metal products industries and ftbexmechanical industry.

Table 2 divides the firms analysed according taltséles and number of employees.

Table 2: Division of the sample by company size

Revenue (ml of €) Number of Number of firms %
employees
<0.5 <10 70 28.0
0.5-1 10-50 147 58.8
1-50 50-250 33 13.2
Total 250 100

Source: AIDA and Centrale dei Bilanci..

Descriptive features of this sample illustrate samgortant characteristics of Piedmont's economy
in the 2006-2008 period: the relative specialisatiotraditional sectors and the underspecialigsatio
in high-tech sectors, arttie relevant weight of small firms (no more thanéfiployees), which
account for more than 86 percent of the sample.

Variables

Following Lu and Beamish’s model, for analising #reual growth of SMEs over the 2006-2008

period, we created a record for each firm in eagdr pf the 3-year period. Firm annual growth and
profitability are the dependent variables for thedel. The main independent variables are the level
of exporting activity, the level of FDI activity drfirm age at the time of internationalisation. For

respecting the model, we included a number of cbwariables as well.



Dependent variables

Firm growth. We computed annual growth rate of net sales arad &ssets for each firm. As the
computation of annual growth rate involved the cargon of sales/assets between two consecutive
years, we constructed the measures for 3 yearstlwe2006-2008 period based on the information
from Centrale dei Bilanci.

Firm profitability. In line with the model, we constructed two acdmgibased measures, return on
assets (ROA) and return on sales (ROS) to measure profitability. The information was
available for each year of the 2006-2008 periothfA DA and Centrale dei Bilanci.

Independent variables

Exporting activities We measured the level of exporting activitieootiyh export intensity, the
percent of parent firm sales that were derived fexport revenues. This variable was derived from
annual export and revenue information given by @éatdei Bilanci

FDI activities. The measures to evaluate the magnitude of FDIliaetivare two. The first is the
number of FDIs in which the parent firm had a tencent or greater equity share. The second is the
number of countries in which the firm had FDIs. $3éeneasures were derived from information
given by Centrale dei Bilanci for the 2006-2008iper

Age at the time of internationalisatioRollowing the model, we measured firm age atttme of
first FDI as the difference between a firm’s foutidia year and the foundation year of its first FDI.
The former information was derived from from AIDAdCentrale dei Bilanci.

Control variables

Following the model, we included two measures tooaat for the proprietary content of Italian
SMEs’ assets. The first considered the level ofppety content in technological assets (R&D
expenditure as percent of sales), and the secomdarketing assets (advertising expenditure as
percent of sales). We next calculated two conteoiables for the characteristics of the SMEs.
These were the size of the SME (log of net salak tatal assets for corresponding dependent
variables) and product diversification of the SMiE Herfindahl measure). These variables were
derived from AIDA and Centrale dei Bilanci on amaal basis for the 2006-2008 period.

After matching the parent information with FDI imfoation and deleting cases with missing values,
the sample size was reduced to 143 Italian SMEs Pedmont.

5. Results

Table 3 presents a correlation matrix for the swdgriables. All firms had export activities, and
143 had made FDIs. The SMEs of the sample repréisentarious phases of the early stage of the
internationalisation process, so the analysis msistent with Lu and Beamish’s conditions.

As for the model we followed, the correlation matshows that there is high correlation between
the two measures of FDI, by subsidiary and by boantry.

Hypothesis 1 predicts that exporting is positivetyated to Italian SMEs’ performance, in both
growth dimension and profitability dimension. Ohseg Table 3, we see that the exporting
measure has a positive relationship to sales gramth assets growth, and this leads to assess
consistency with the prediction in Hypothesis 1a.fér the findings from prior model of Lu and
Beamish’s, exporting activities seem to negativelate to firm profitability instead, and that is
contrary to the prediction of Hypothesis 1b.

Hypothesis 2 predicts a positive relationship betwéhe level of FDI activity and the growth of
Italian SMEs. As shown in Table 3, the positivensan some variables’ term provide support for
this Hypothesis. In fact, there is positive relaghip between the number of subsidiaries and
number of host countries terms and net sales, dastts and export intensity.

6. Discussion

For examining the differential effects of intermaalisation strategies on different dimension of
Italian SME performance we used Lu and Beamish'slehdor exploring the impacts of two

internationalisation strategies, exporting and F@i,firm growth and profitability, in a sample of

7



internationalising small and medium-sized Italiamg from th region of Piedmont. Further, the
model examines how firms’ age at the time of indionalising has an impact on SME
performance.

The result we found is that exporting has positmpact on SME growth, as measured by sales
growth and asset growth. When it comes to SME faofity, the impact from exporting is
negative instead. Though, as for Lu and Beamish&yais, the time period for this study (2006-
2008) saw a general appreciation of Euro on otlereacies. As a results, exports from Italy
suffered a loss of competitiveness in the inteamati context. Thus, our findings are substantially
consistent with the conclusions of prior studieswutlexporting as a growth strategy for SMEs: if
the national currency is in an appreciation phts#, can negatively influence the contribution of
exporting to the SME’s profitability.

FDI as well is found to have a positive relatiopsiith firm growth. This positive net effect of FDI
on firm performance is in line with the model andhathe intrinsic value associated with FDI as
argued by internalisation theorists. This is cdesiswith Lu and Beamish’s conclusion that SMEs
should not curtail internationalisation activitias the export stage, but explore opportunities to
make FDIs, because FDI activities are associatéddimiproved growth rates and profitability.

7. Conclusions

The internationalisation of Italian firms is a pbemenon of growing interest. In this paper we have
focused on SMEs that have begun to tread on tleenationalisation path. We sampled mainly
firms that can be defined “late globalisers”, faliag the definition from prior studies, and we
examined the performance implications of their nmé#ionalisation strategies. It should be noted
that our empirical results were derived from a danop Italian SMEs and hence the findings might
be country-specific.

Following Lu and Beamish’'s model, we tested theeaieness of two internationalisation
strategies, exporting and FDI, on the growth ardafifability of a sample of Italian SMEs from the
region of Piedmont. Consistent with their reswitg, find that, also for the firms of the sample,
exporting and FDI both contribute to firm growthewrtheless, that is not the same for exporting
and firm profitability. Our results seem to outlitieat there is negative relationship between these
two variables; but, considering our observations lam and Beamish’s research, it is rather possible
to assert that if a SMEs has a high export intgragita time of appreciation of its national curngnc
that will affect negatively profitability.

In conclusion, the findings suggest that Italian EVshould use a flexible combination of high
export levels and extensive FDI activities to persum growth. It would be interesting if future
studies could extend the testing of the findings tbis research to other countries.



Table 3 Correlation matrix

Variables Mean S.D. 3 4 5 6 7 8 9 10 11 12 13
Growth in sales 0.049 0.301 0.125 0.085 0.172 0.063 -0.045 -0.051 -0.006 -0.021 0.212 0.098 0.034 -0.057
Growth in assets 0.053 0.239 0.147 0.243 0.036 -0.021 -0.032 -0.056 -0.035 0.238 0.075 0.061 -0.050
ROS 0.036 0.144 0.793 0.173 -0.013 -0.054 -0.021 0.052 -0.037 -0.032 -0.058 -0.015
ROA 0.045 0.083 0.112 0.032 -0.015 -0.087 -0.184 -0.065 -0.076 -0.162 -0.020
R&D intensity (percent sales) 0.011 0.015 -0.098 0.027 -0.198 -0.056 0.067 0.045 0.074 -0.222
Advertising intensity (percent sales) 0.019 0.014 0.013 -0.009 -0.011 -0.124 -0.021 -0.056 0.211
Product diversification (Herfindahl) 0.456 0.127 0.179 -0.097 -0.178 0.065 -0.002 0.312
Net sales 14,683643 15,637389 0.489 0.154 0.247 0.241 0.042
Total assets 16,874538 16,576968 0.023 0.384 0.398 -0.165
Export intensity (percent sales) 0.116 0.138 0.302 0.373 -0.123
Number of subsidiaries 1.109 2.167 0.901 -0.251
Number of host countries 0.853 1.458 -0.334
Firm age when making first FDI 31.562 19.659
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