Jorma Larimo:

SME Export Performance: Family vs. non-family firms

Abstract

The goals of this study are to analyze: 1. the gxperformance of family vs. non-family firms, a2d whether the same
firm, management, and export strategy related bkasahave influenced similarly on export performaiboth in family and
non-family firms. The internationalization of SMEBss increased significantly during the last tweyaggrs and the role of
foreign sales is increasingly significant also ME3. Therefore level of performance and the imgdatarious variables on
export performance is of great interest. Althougle trole of family firms in all OECD countries isgaificant their
internationalization has been studied extremelyitéidly so far. The empirical part is based on aseurstudy conducted
among Finnish SMEs. The performance was analyzed) deur different types of performance measures.e&pected the
results indicated that non-family owned firms haatfprmed better than family owned firms. Furthereyathree of the
reviewed variables had totally same and six aduionainly the same impact on export performandé o family and
non-family firms.
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1. Introduction

The intensification of competition on a global schls led to an increasing number of firms seekipgprtunities in
international markets to achieve their objectivas,well as to safeguard their market positions sundival. The most
common mode of foreign operation in small and medaized companies (SMEs) has been export. Comparedher
modes of foreign operations export usually requiess financial, human, and other resources, dembass investments,
involves less financial risks, and allows for gezastructural and strategic flexibility in foreignarkets than most other
forms of operation and therefore it is the most camly used form of foreign operations by SMEs (seg European
Comission 2003).

Research into firms export performance dates batke early 1960s with the pioneering study of Te@okl964) as the
first one trying to analyze the factors associatétth successful exporting. After that a lot of seglhave been conducted

trying to analyze the determinants of export penfamce. The empirical results related to variablesuperior export



performance have been relatively mixed. The diffees are apparently at least partly caused by ifferehces in the
measures of performance, samples, time periodsopedationalizations used for various firm, managemand export
strategy related variables. However, apparentfigiifices are partly based also on differencesistitategies used.

According to the statistics by IFERA (Internatior@mily Enterprises Research Academy) the roleadfilf-owned
firms is very important in various European cowsdrithe share of family-owned firms from all firr88-93%, their share
from all employees 40-60% and their share fromGNP also 40-60% (IFERA 2003). Their role amongeRkporting SMEs
is also important and increasing all the time. €fae it is very surprising that the internatiomation of family-owned
companies including the strategies and export padace have been analyzed extremely limitedly soBacause of this
there are two main goals with the present paper:

1. To analyze the export performance of family aod-family owned firms using selected differentdgpof measures of
export performance.
2. To analyze the impact of selected firm, managenpsnd export strategy related variables on expenformance in family
and non-family firms.

The paper has several contributions to the pretenk of knowledge related to SME export perfornearérst, impact of
the ownership on export performance in SMEs has lb@alyzed extremely limitedly so far, thus thishe most important
contribution of the paper. Secondly, the study doasfocus on the most commonly used measure adrexrformance,
export sales ratio, but analyzes the performarse @wing other measures of performance. Thirdgyjripact of some of the
selected variables on export performance have aealyzed rather limitedly so far. Finally, theuks concerning the links
between various firm, management, and export glyatelated variables and export performance aresighificant
importance both from the business managers andtiierpublic policy makers point of view.

The structure of the paper is as follows: In sectigo a review of the key features of family vsnifamily firms and the
expected impact of those factors on the exportWiehand strategies. In the third section firseaiew of the measures of
export performance is made, next follows an anslg§ithe relation between firm, management, anaxgirategy related
variables and export performance, and finally basedhe reviews hypotheses are developed for thg@real part of the
study. The fourth section in the paper includes rttethodology, operationalization of variables, aagnple description.
Section five includes the main results of the stualyd section six summarizes the main findings emwlclusions and

suggestions based on the study.



2. Literaturereview of family vs. non-family firms

In most continental European countries a majorit3MEs are family owned companies. Therefore stigprising that so
little attention has been paid so far to the refathip between strategic behavior including exgttegies, in SMEs and
different ownership types. In theory, family owrt@psshould confer specific competitive advantaglesugh they also have
their own particular problems. The advantages iela.g. long-term orientation, flexibility, speedgcision-making, and
family culture as a source of pride and commitr(eee e.g. Kets de Vries, 1993; Zahra, 2003; and,F2204). However,
there are also several disadvantages that limitattoess of family firms to the resources and céifiabi needed e.g. in
exports. There is in Table 1 a summary of the kyaatages and disadvantages of family firms (see @lg. Donckels &

Frohlich, 1991).

Table 1
Advantages and disadvantages of family controliledsf (Kets de Vries 1993: 61)

ADVANTAGES DISADVANTAGES
* Long-term orientation * Less access to capital markets may curtail growth
* Greater independence of action » Confusing organization
—less (or no) pressure from stock market —messy structure
—less (or no) takeover risk —no clear division of tasks
 Family culture as a source of pride * Nepotism
—stability —tolerance of inept family members as
—strong identification/commitment/motivation managers
—continuity in leadership —inequitable reward systems
* Greater resilience in hard times —greater difficulties in attracting professional
—willing to plow back profits management
* Less bureaucratic and impersonal * Spoiled kid syndrome
—greater flexibility * Internecine strife
—quicker decision making —family disputes overflow into business
* Financial benefits * Paternalistic/autocratic rule
—possibility of great success —resistance to change
* Knowing the business —secrecy
—early training for family members —attraction of dependent personalities

* Financial strain
—family members milking the business
—disequilibrium between contribution and
compensation
* Succession dramas




In family firms the division between business armuspnal objectives often becomes blurred. A higipertion of the
owner’s wealth, and many times of the family itsé&lf invested in the business. As the family’s s&treents are not
diversified, family firms can be expected to be+dwerse (Donckels & Frohlich, 1991). This makes dwners of family
firms reluctant to lose control of their businegstm develop growth strategies. As a result, farfilgns generally show
weaker growth.

These factors have an impact on a firm’s resounc®wment and its ability to sustain a competitidvantage. The
characteristics of family firms limit their opportiies to acquire resources, particularly intangibhowledge based assets
such as technologies, well-known brands or qudlifiersonnel (Fernandez & Nieto, 2006). The accutiomaf intangible
resources requires riskier investments that amiited to the conservative nature of a family bess. In addition, available
empirical research indicates that decision- makinfamily firms is centralized. There is little hpontal differentiation and
formalization, lines of authority are not clearntols are usually informal, and information sysseame poorly developed.
These factors provide family firms with a good &pito respond, but seriously hinder both natioaradl foreign expansion.
Internationalization requires the implementationnodre complex structures and formal controls. Fiads need to be
decentralized which family business owners mayese& loss of control (Fernandez & Nieto, 2006).

Family firms usually have a lower level of qualdistaff than non-family firms. They prefer to empfamily members
in management positions, even though they may & d@alified or lack international experience (Gal Garcia Pont,
1996). And they may suffer from a problem of adeesglection, making it more difficult to attract lagualified,
professional managers. Existing incentive and ptamasystems are usually heavily biased toward liamiembers. The
desire to maintain the family’s independence amdrobalso affects family firm’s financial decismnMany family SMEs
have no interest in issuing shares because it $rthg entry of new shareholders and a consequesss df control
(Fernandez & Nieto, 2006). In general, family firagid sources of funding that undermine the idieation of ownership
with control, and their possibilities for growth gid on internally generated funds. Smaller SMHB$ evien support
themselves with funding provided by the owners it families (Romano, Tanewski & Smyrnios, 2000).

In short, it is difficult for family firms to amasthe resources needed to sustain a competitivensalya that can be
exploited through internationalization. The empiticesults in previous studies (see e.g. DoncKelBréhlich, 1991,
Donckels & Aerts, 1998, and Fernandez & Nieto, 20@#ve indicated that the share of exporting corigsaand share of

exports from total sales is lower in family thamion-family owned firms. Given the above, we exphbat :



Hypothesis 1:  The export performance of non-farfiitys is better that the export performance of fsrfirms.

3. Literaturereview of export performance studies and development of hypotheses

3.1. The measurement of export performance

The concept of export performance is very compéidatnd multidimensional. Several different measoeesbe used and
have been used to measure export performancekiassiLeonidou and Morgan (2000) identified in tiesitensive analysis
of export performance studies over 100 articlesfsghich they included 93 into their more detailedlgsis of key issues
related to export performance measurement. In thdsstudies 42 different performance measures bad bhsed. In a more
recent review made by Sousa (2004) 43 export padace studies made in 1998-2004 were covered. &hgts indicated
50 different measures for export performance hahhmsed in those studies.

Economic measures were used much more commonlynibras@conomic or generic measures. The most conynuseld
single measures were: export sales ratio (in 6diet), export sales growth (44), export sales veluf@2), export
profitability (22), and growth of the export salegtio (14). Thus, all the most commonly used messuwvere economic
measures and four of the five were sales-relatessares. The next most commonly used measures ggrert profitability
growth and perceived export success (both in nindies), and export profit ratio, export marketrghaaumber of export
countries/ markets, and achievement of export ¢bgs (all in five studies). According the resufighe first review most of
the measures used were economic (23), followeddmyatonomic measures (14), and clearly more lirhiteg generic
measures (5). According the results in the lattiedysthe respective figures were 22, 24, and 6us the number of non-
economic measures used had clearly increased.

The results by Katsikeas et al. (2000) indicatead th about one third of the studies only one singleasure of export
performance had been used whereas the results lsa32004) indicated that in only three of the 4Rlies only one
measure of performance was used. Thus the numbeneaSures used to analyze the export performanseclearly
increased in more recent studies. The clearly rmostmonly used measures used in the older studiesKatsikeas et al.

2000) have been export sales ratio (57 studies)eapdrt sales growth (41) followed by export salekime (20), export



profitability (20), and growth of the export saledio (12). In the more recent review (Sousa 2064)respective figures
were 16, 16, 17, 20, and 9 — thus the use of exades ratio has clearly decreased and use of wthasures increased.

The review by Katsikeas et al. (2000) indicated #rzalysis of export performance is usually basedurrent export
performance (in 82 studies); secondarily on histrperformance (56) or on a combination of curreamd historical (45
studies), in only very few cases on anticipatedrieiperformance. The unit of analysis was usualthe corporate level (in
84/24 studies; the first figures from Katsikeagle2000, the latter ones from Sousa, 2004)), ozibtively seldom on export
venture (12/15) or product/product line level (4/0he scope of analysis has usually covered albexparkets by the firm
(83/28 studies), secondarily one single countryXd)y, and extremely seldom some region (1/0 stullipost all studies
have been based on primary data (96/43) usuallleaet via mail questionnaire based on the views cfingle key
informant, usually the manager directly responsfbleexports. The evaluations were earlier morerothased on objective
assessment (80 cases) than on subjective (51 chséshe situation has changed to opposite in maeent studies (54 vs.
151 cases). Also the use of a combination of bgtles of measures seems to have increased cleargria recent studies
(in the earlier review in ca. 20% and in the maeent ca. 33% of the studies).

The results in the two above referred good reviemd in some other studies like e.g. Diamopoulo®9).9indicate
clearly that the export performance is a complesnmenon. It is multidimensional and should be ya®a using multiple
measures including both economic and other typeseafsures, both objective and subjective measamesiising as the unit
of analysis making both corporate and export venturproduct level, and as the scope of analysissfiall export markets
and possibly also single countries. We follow thessommendations and the export performance wilineasured using

more than one type of measure.

3.2. The relationships between firm, management and export strategy with export performance

A review of export performance studies indicateat tthe impact of over 50 different firm charactécs and
competencies, management characteristics, managattiéides and perceptions, industry charactesstiomestic market
characteristics, target markets and their chariatites, and export marketing strategy related \deision export performance
has been researched. Of interest in several sthdeb¥een the impact of firm size, key sales ohgsttes (product/service

strengths), export marketing strategy including keaiconcentration vs. market spreading, standdidizaf the marketing



mix elements, and international experience. In shigly the relationships between eleven varialbielsexport performance
was decided to be analyzed. The selected variabjgesent firm characteristics including basictetia (1. firm size, 2.
product/service quality, 3. niche product/serviéegxport age), management characteristics (5tniate®nal orientation, 6.
international commitment, and 7. international eigece), and export marketing strategy (8. prodadaptation, 9.
communication adaptation, 10. price adaptationidrket diversification, and 12. speed of intevaiization).

Table 2 includes a summary of the results presentdide review articles of various export perfornca studies. The
reviews by Madsen (1987), Aaby and Slater (1988 &emuinden (1991) included 17, 55, and 50 empiggport
performance studies made between mid-1960s and1R®€s. Zou and Stan (1998) had in their review export
performance-related studies made between 1987 @@id And Manolova and Manev (2004) analyzed 2lietysublished

between 1996 and 2001.

Table 2 here

As shown in table 2 the results related to the hpdinternational orientation, international coitment, international
experience, and market diversification the earhesults indicate in most studies a positive retetfop with export
performance. In the other cases the results are moed. However, except for the export age/firre agd communication
adaptation, the results indicate clearly more oftgrositive impact than a negative impact on experformance. Thus, we
concentrate in the following on these two variables

The argumentation for an assumption of a positelationship between export age (exporting expeggrand
export performance lies in the issue of uncertaamtg the way various firms cope with it (Erramill991). Less experienced
exporters are likely to perceive considerable uwagay, which in turn might adversely affect thperceptions of potential
risks and returns about foreign sales. Higher edgge/export experience is likely to determineftimas to be less uncertain,
related to foreign sales based on increased marigttustomer knowledge and networks, leading tcereffective export
sales planning and strategies (Madsen, 1989, atgik€as, Piercy & loannidis., 1996). There sholdd &e a learning curve
or experience effect that reduces the foreign dipgrand coordination costs.

Proponents of the positive relationship betweemdstedized communication refer to the similaritieshiuyers
consumption patterns, and to the existence ofriaternal market segments - as in the case of ptadandardization — and

to the cost savings based on the use of standdrdizmmunication strategy. In contrast, those rafgrto the positive



relationship between adapted communication and rexperformance cite the differences in governmesstrictions,
competitive practices, communication infrastrucsuretc. (see Keegan, 1995, and Leonidou, Katsike&amiee, 2002).
Cavusgil and Zou (1994) discovered a negativeiogldietween promotion adaptation and export peréoree. They found
that the relation between those variables is appigrenore complex. The identified negative relatioay be caused by the
universal appeal of some products, poor judgmerdtiring of the positioning or promotion mix. Thesults by Shoham
(2002) indicated no relation between adaptatioadviertising and export performance, but the resultés two other studies
(Shoham, 1996, 1999) indicated support for a pesitnpact of promotion adaptation on export parfance along various
parameters: export sales, export profits, or growtso the results in the meta-analysis of markgttrategy determinants of
export performance by Leonidou et al. (2002) intlidethat adaptation of advertising/promotion hatrang positive impact
on overall export performance, irrespective oftthree, place, and products focused on in the studigswed.

The impact of the speed of internationalization hasbeen analyzed in those studies. The speeuaterhationalization
has been of increasing interest since mid-1990sveder, the studies by Knight (1997) and Aspelund Btoen (2005)
indicate that the co-called BGs (born globals =idigpinternationalized companies) have performetidsehan traditional
exporters (more slowly (for a review of studiesusing on BGs vs. traditional exporters see RiRip/p & Knigh, 2005).
Because we are not using objective financial experformance measures, but the export sales ratioeaobjective measure
and three perceived/subjective measures, we ekedtelr export performance in BGs compared to fathd exporters. We
expect that all the selected variables have aipesihpact on export performance.

None of the five reviews presented in Table 2 dised the impact of firm ownership on the results. #id the analysis
of family business focused articles provide anyitssabout relationships of the variables includethis study and export
performance in family vs. non-family firms. Becawdfehe more limited resources and more risk-aveegavior of family-
owned compared to non-family —owned companies wg mmsume that e.g. the level of international a&ton,
commitment, and experience is lower in family thannon-family firms, the number of export targetuatries is more
limited in family than in non-family firms, and ththe existence of BGs is smaller among family thrmnon-family firms.
However, we assume that there is no reason to eMpaicthe impact of the selected variables woddifferent in family

owned firms compared to non-family owned firms.

Hypothesis 2:  The direction of impact of variousmfi management, and export strategy related vasabh export

performance is the same both in family and in rexmify owned firms.



4. M ethodology, sample, and oper ationalization of the measures

The data for the study was collected as a parti@fger survey analyzing the export behavior, sgigs, and performance
of Finnish SMEs in spring 2002. As the target grawgs industrial and service (software, engineeaind advertising) firms
having 10 to 500 employees and which were inforteeperform exports according to the Yritys Suom0Q@lata base as
well as based on earlier surveys made by the au®wtthe basis of these sources, the total tamgetpgconsisted of 2856
companies. However, 202 of these were in bankrypteye too big etc leaving as the final target grobxcluding these
companies the final target group was 2 654 firmstotal 489 answers were received, from which 348ewsable in this
subproject resulting in a response rate of 12.9%the average the sample size has been 146 casgpdrt performance
studies made in 1996-2001 (Manolova & Manev, 200/)us the sample was clearly (ca. 2.5 times) twelverage in this
study. Based on the number of employees, annuabvter and field of industry there seemed not toabg greater
differences between responding and non-respondimgpanies. Furthermore, no greater differences vi@rad between
early and late responding companies.

Regarding the participating companies 84.7% ardymtion and 15.3% service companies. Somewhat tharehalf of
the companies were family-owned companies, (53%)smewhat less than half (47%) non-family companide mean
year of establishment was 1974, and mode value.IB® first year of export was on average 1983hinyear 2001 the
participating companies had on average 64 emplogedsthe mean annual turnover was in 2001 EUR gllibn. The
average share of exports in 2001 was 39.2% froral tdles. None of the sample firms had foreign rfeturing
investments, relatively few more sales or marketinbsidiaries and/or licensing or technological pgyation agreements.
On average the companies had exports to 9.4 foragkets, whereas the mode value was three foregghkets. The most
common and most important target countries for espwere Sweden, Germany, and Russia. As can Inefea Table 3
the sample in this study was very similar to thalteample related to the above referred variables.

Appendix 1 includes the operationalization for thependent variable — four different types of measuor export
performance used in the study — and for the 14paddent variables. The export performance is aidiminsional concept,
as discussed in section 3.1. Therefore the measmteshould be based on subjective and objectivesanes and taking into

account not only the overall but also product lgpetformance and also the goals of the firm. Theesthe four performance



measures selected were: 1) subjective measureggenayal foreign operation performance, b) perforrearelated to the
main goals, and c) performance of the main progduthe main market, and 2) objective measure: fprefales ratio. The
three first ones were measured on a five pointrtikeale. From the independent variables firm sizarket diversification
and export age were measured with real values rftbgsdic versions from the first two ones). For theality, niche,

orientation, commitment, experience and level afdpict, price and communication adaptation variakiles point Likert

scales questions were used. Dummy variables wext fos the establishment, born international ana fndustry variables.
Almost 60% of the sample was industrial goods mactufers. Therefore this group was selected ad#se to which

consumer goods manufacturers (consumer) and seipanies (service) were compared.

Table 3.
Descriptive sample information.

Total Family | Non-Family
Sample Firms Firms
N=34% N=182 N=161
FIRM SIZE (log) 3.16 2.97 3.34
FIRM SIZE 10.0 8.96 11.13°
PRODUCT/SERVICE
QUALITY 3.99 4.01 3.94
NICHE
PRODUCT/SERVICE 289 284 289
EXPORT AGE 15.11 16.14 14.04
INTERNATIONAL
ORIENTATION 3.79 371 3.90a
INTERNATIONAL
COMMITMENT 3.88 3.80 3.98a
INTERNATIONAL
EXPERIENCE 3.53 3.43 3.64b
MARKET
DIVERSIFICATION (log) 183 174 1.89
MARKET b
DIVERSIFICATION 9.75 8.43 1.2
PRODUCT
ADAPTATION 3.29 3.14 3.45b
PRICE ADAPTATION 3.28 3.29 3.30
PROMOTION
ADAPTATION 3.43 2.28 2.58b
INDUSTRIAL 239 68.7 64.6
CONSUMER 69 19.8 18.6
SERVICE 50 115 16.8
ESTABLISHMENT 0.30 0.25 0.35°
TRADITIONAL 230 75.0 58.C
BORN INTERNATIONAL 114 25.0 420°

Level of statistical significance: a=0,1; b=0,05;

The descriptive statistics of the sample in Tabladicates some significant differences betweenilfaand non-family
owned firms. The former were on the average o#tet they had somewhat longer export experience ttheatter ones.

Furthermore, family firms were more often industryconsumer goods manufacturers than non-famitggirNon-family

1C



firms were bigger, had greater international oaéoh, international commitment, international expece and they had
adopted their product and communication strategiese than family firms. Furthermore, they had exjethon the average
to more target countries and they had starteddoreperations on the average more quickly thanlfaiinms. Related to the
niche focus and price adaptation the results inelicaery small differences between family and namify firms.

The correlations between various variables werallysguite low except between international ori¢ioia international
commitment, and international experience of the agament. The variance inflation factor (VIF) waslgmed to study the
potential multicollinearity problems. A VIF valué less than 10 is considered indicative of the diaeng no such problems
(see e.g. Griffiths, Hill & Judge, 1993). All théF values were below three. Thus, no multicolliriggproblems existed in

the data.

5. Results of the study

5.1. Export performance along different measures

The results related to the performance along the ffteasures of export performance used in thisystvel presented in
Table 4. The results in the whole sample indida&¢ using the 1 to 5 scale for the measures oepard export performance
the means were in the middle class (scale valu€t®).mean performances based on the three sulgeottasures were very
close to each other with the variation from onl®8Bto 3.41. Highest performance evaluation ratis wased related to the
performance of the main product in the main markas may also be expected. The mean foreign satieswas 40.75. The
results between family and non-family owned firmdicated very equal performance based on the ntais dor exports
whereas based on the three other measures tharpanfce had been better in non-family than in farfilps. Based on
general foreign operation performance and foreigrod sales ratio the performance was in non-faffiitlgs only at a slight
level (0.1 level) better than in family firms, bodsed on the performance of the main product inrthim market the results
indicated greater difference (at the 0.05 levelec&8ise three of the four measures of export pedioca indicated
statistically significantly better performance iamfamily firms — the results give support to thgbthesis one, non-family

firms have performed better than in family firmgleir exports.
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Table 4
Export performance in family and non-family firms.

Total Family Non-Family
Sample  Firms Firme
N=34: N=18Z N=161

Performance Related to

Main Goals (Scale: 1t0 5 329 3,28 3,30
General Foreign Operation

Performance (Scale: 1to5 329 3.20 3,39
Performance of the 341 3.30 3.54b

Main Product (Scale: 1to5)

Foneion SalesRatio0- | 4575 | 3828  4374a

Level of statistical significance: a=0,1; b=0,050¢01; d=0,001

5.2. Relationships between reviewed variables and various export performance measures

The analysis of the results was based on cros®BatiOLS regression. The results are presenteéiabie 5. All the
models were significant with quite good explanatpoyver (R square in several models ca. 0.6). Asudised earlier, the
international orientation, commitment, and expese&ervariables were somewhat more correlated althonghreal
multicollinearity problems existed. The models iable 5 include all variables. However, additionahg were made
excluding first one of those variables and aftet tiaking out two of the variables at the same tway. The results were,

however, constantly in line with the results presdrin the Table 5.

Table 5 here

The results indicated that three of the reviewathisées had had the same impact (= non-significasignificant having
the same sign) on export performance both in faraitd in non-family firms using all the selected rfaueasures of
performance. These three variables were firm siaternational orientation and niche product/sezvitnternational
orientation had both in family and non-family firragositive impact whereas the niche product/servariable had been on
all four measures of performance insignificant. Ti size had on three first measures in both sulgygs been positive and
using the fourth performance measure insignificalmt.six other cases the results were similar aaethof the four export

performance measures. In five cases the results similar on two of the four measures, but no sasere found the results
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would had been the same only on one of the foursaorea or where the impact would had been diffevardll four measures
of performance.

The performance evaluations between family vs. faomily firms were more equal based on the perforeameasure
performance related to the main goals as discuslsede. The results concerning the impact of variargables on export
performance were, however, most similar using garfereign operation performance. Using this perfance measure the
results indicated different (significant vs. nogrsficant) impacts only in two cases and also udorgign sales ratio the
results were different in three of the fifteen ables. Using performance related to the main goaasure different results
were found in six cases and this was the casevelfem performance of the main product were usechasrteasure of
performance.

Thus, in summary it may be concluded the hypothesesreceives partial support, especially whendhaeral foreign
operation performance and foreign sales ratio segl as the measure of export performance. An sitegeresult is also that
both the cases of more similar and more diffenemtacts included firm, management, and export glyatelated variables.
Thus not only one type of variables.

Although the focus in this study was not on thd fegact of various reviewed variables on expontfgenance, but
whether the impact is similar or different, we @camclude shortly from the results in Table 5 tlnat variables having most
significant positive impact on export performanathbin family and in non-family firms were interi@tal orientation, firm
size, and product/service quality. In additionpen-family firms market diversification had alsodha positive impact using
all four measures of export performance. Furtheenamong non-family firms younger, rapidly inteioatlized firms
having less export experience had performed b#tter older, slowly internationalized firms and tHams having longer
export experience. Finally, especially adaptatibpreduct and price policies in non-family and commitation policy in
family firms had been insignificant using all fomeasures of performance, in non-family firms adageof communication

policy had even had a slight negative impact.

6. Summary and conclusions

Thousands of SMEs have started and expanded treigh operations and the internationalization MIES is expected

to continue in future, perhaps with an even growspged. Therefore the knowledge related to the rexgategies and
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export performance is important for export compargnagement and export support organizations. Areigdich has been
analyzed surprisingly limitedly so far is the impad firm ownership on the export strategies angogk performance.
Although a great share of SMEs in most Europeamtti@s are family owned companies there is only Vienitedly results
about the potential differences in export strategied export performance between family and norilafinms. Therefore
the main goals of this study were to analyze thgoebperformance and impact of various selected,finanagement, and
export strategy related variables on export peréoroe both in family and in non-family firms. The @intcal part of the
study was based on an empirical survey made am@ugting Finnish SMEs.

The sample information indicated support to thdieraviews that on the average family firms are Bemand older than
non-family firms. The information also indicatecatithe level of international orientation, committheand experience of
the management was somewhat lower in family thamoim-family firms. Furthermore, as found e.g. ie 8tudy by Zahra
(2003), the results of this study also indicateat thhe number of export target countries was lowefamily than in non-
family firms. Taking into account the multidimensa nature of the export performance concept wal diser different
measures to analyze the export performance. Thiiseslated to the export performance indicated Hased on the three of
the selected four measures of export performare@éhformance had been better in non-family thafiammily firms. Thus,
our hypothesis of expected better performance imfamily firms received support. The results thupport the earlier
results by e.g. Donckels and Frohlich (1991), Defeland Aerts (1998), and Fernandez and Nieto (208&ed on the share
of exports. Earlier results based on the other gxgerformance measures could not be found.

The other hypothesis of the study expected thaethwuld not be any significant differences in thmpact of various
selected firm, management, and export strategyethzariables on export performance among familynes-family firms.
The results indicated that three of the reviewedattes had the same impact (= non-significantignicant having the
same sign) on export performance both in family @amdnon-family firms using all the selected four asares of
performance. In six other cases the results wendasi on three of the four export performance measuln five cases the
results were similar on two of the four measures,no cases were found the results would had beesame only on one of
the four measures or where the impact would had ddterent on all four measures of performancée Tesults concerning
the impact of various variables on export perforaeawere most similar using general foreign openagierformance. Using
this performance measure the results indicate@reift (significant vs. non-significant) impactsyim two cases and also
using foreign sales ratio the results were differenly in cases of three of the fifteen variablésing the two other

performance measures more variation existed. Thissimmary hypotheses two receives partial supspecially when
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management view of the general foreign operatiofopeance and foreign sales ratio were used asntbesure of export
performance. Finally, the results indicated thagrinational orientation, firm size, and produc¥sss quality were both in
family and non-family firms the most significantrigbles having positive impact on export performanicn non-family
firms additionally market diversification had asificant positive impact on export performance.

This study was one of the first studies trying talgze in more detail the export performance amddimilarities and
differences in the impact of various firm, managetrend export strategy related variables on experformance among
family and non-family firms. The study has sevdnalitations. First, the ownership of the companiess based only on
single question whether the respondents viewedthtgt firm was a family-owned firm or not. Thu$et share of family
ownership and e.g. the generation of family-ownigrstere not analyzed. Secondly, there was onlyaljective measure
for export performance included to the study, imé¢ional sales ratio. Also other objective measlikesgrowth in the value
of exports and/or growth in the share of exportsrfitotal sales, or export profitability could beluded. Furthermore, the
study focused only on Finnish SMEs. It would beiiasting to compare the export performance anddtnpfathe selected
variables on export performance among family va-family firms in other European countries. Finalyfollow-up study
of the development strategies, export performamceimpact of the same variables later on would bimterest in future

studies.

15



References

Aaby, N.-E., & Slater, S. (1989): Management Inflaes on Export Performance: A Review of the Emairigterature
1978-88.International Marketing Review, 6( 4 ), 7-26.

Aspelund, A., & Moen, O. (2005). Small InternatibRa@ms: Typology, Performance and ImplicatioManagement
International Review, 45(3), 37-57.

Calantone, R., & Knight, G. (2000). The criticale@f product quality in the international performea of industrial firms.
Industrial Marketing Management, 29(6), 494-506.

Cavusgil, T. & Kirpalani, V. (1993). Introductinggducts into export markets: Success factiosrnal of Business
Research, 27(1), 1-27.

Diamantopoulos, A. (1999). Export performance mezsent: reflective versus formative indicatdrger national
Marketing Review, 16(6 ), 444-457.

Donckels, R. & R. Aerts (1998). Internationalipatiand ownership: Family versus non-family entegsi In The
Internationalization of SMEs. The Interstratos Project”, eds. A. Haahti, G. Hall & R. Donckels, pp. 15831 London,
Routledge.

Donckels, R. & E. Frohlich (1991). Are family bussses really different? European experiences ffoRAF OS. Family
Business Review, 4(2), 149-160.

European Comission (2002003 Inter nationalization of SVIES. Observatory of European SMEs 2003:4. European
Comission: Enterprise Publications.

Fernandez, Z. & M. J. Nieto (2005). Internationatian strategy of small and madium-sized familyibesses: some
influental factorsFamily Business Review, 18(1), 77-89.

Fernandez, Z. & M. J. Nieto (2006). Impact of ovslgp on the international involvement of SMHsurnal of International
Business Sudies, 37(3), 340-351.

Gallo, M.A. & C. Garcia Pont (1996). Important fag in family business internationalizatidfamily Business Review,
9(1), 45-59.

Geminden, H. (1991). Success factors of export etiagk A meta-analytic critique of the empiricaldies. In S. Paliwoda
(ed.) ‘New Perspectives on International Marketing” pp. 33-62. London: Routledge.

Griffiths, W., Hill, R. & Judge, G. (1993).earning and practicing econometrics. New York: Wiley.

IFERA (2003). Family Business Dominateamily Business Review, 16:4, 235-239.

Katsiekeas, C., Piercy, N. & loannidis, C. (1998)m-Level Export Performance in European contExtopean Journal of
Marketing, 30(6), 6-35.

Katsikeas, C., Leonidou, L. & Morgan, N. (2000)evelopmentJournal of the Academy of Marketing Science, 28(4), 493-
511.

Keegan, W. (1995)slobal marketing management. Upper Saddle River, NJ: Prentice Hall.

Kets de Vries, M. (1993). The dynamics of familytwolled firms. The good and the bad ne®sganizational Dynamics
22(3), 59-71.

Knight, G. (1997)Emerging paradigm for international marketing. The born global firm. Unpublished doctoral dissertation.
Michigan State University.

Leonidou, L., Katsikeas, C., & Samiee, S. (2002xrkéting strategy determinants of export perfornreaaaneta analysis.
Journal of Business Research,55(1), 51-67.

Madsen, T. K. (1987). Empirical export performastadies: A review of conceptualizations and firgdinin “Advancesin
International Marketing. Vol. 2” ed. Cavusgil, T. pp. 177-198. New York: JAI Psésc.

Manolova, T., & Maneyv, I. (2004). Internationaliat and the performance of the small firm: a revadthe empirical
literature between 1996 and 2001. In Jones, M Qindtratos, P. (eds.)Emerging Paradigmsin International
Entrepreneurship” pp. 37-63. Cheltenham, UK.: Edward Elgar.

Poza, E. (2004)-amily Business. Mason: Ohio: Thomson South-Western Publishing.

Rialp, A., Rialp, J. & Knight, G. (2005). The phenenon of internationalew ventures, global start-ups, and born globals:
What do we know after a decade (1993-2002) of esiinge scientific inquiry®Pnternational Business Review, 14(2),
147-166.

Romano, C.A., G.A. Tanewski & K.X. Smyrnios (200Capital structure decision making: a model forifgriusiness.
Journal of Business Venturing. 28(4), 807-825.

Shoham, A. (1996). Marketing-mix standardizatioet@minants of export performandeurnal of Global Marketing,
10(2), 53-73.

16



Shoham, A. (1999). Bounded rationality, plannirtgngardization of international strategy, and ekperformance: A
structural model examinatiodournal of International Marketing, 7(2), 24-50.

Shoham, A. (2002). Standardization of internaticatedtegy and export performance: A meta-analysig.nal of Global
Marketing, 16(1/2), 97-120.

Sousa, C. (2004). Export Performance MeasuremenEvaluation of the Empirical Research in the latare. Academy of
Marketing Science Review, 2004, Vol. 9. Available:http://www.amsreview.orgdrticles/sousa09-2004.pdf.

Tookey, D. A. (1964). Factors associated with Sssde ExportingJournal of Management Sudies. 1(1), 48-66.

Zahra, S.A. (2003) International expansion of USafacturing family businesses: the effect of owhgr&nd involvement.
Journal of Business Venturing, 18(4), 495-512.

Zou, S., & Stan, S. (1998). The determinants obeixperformance: a review of the empirical literatbetween 1987 and
1997.International Marketing Review, 15(5), 333-356.

17



APPENDIX 1.Operatilizations of dependent and indejent variables.

Dependent variable: Export performance

Performance related to the main goals. The management was asked to rate their degrestisfaction with the export
performance related to the goals set in the maikets of the company on a five point Likert scaleene 1=very
disappointed...5=very satisfied.

General foreign performance. The management was asked to rate their degresgisfaction with the export performance in
all foreign markets on a five point Likert scaleaevl 1=very disappointed...5=very satisfied.

Performance of the main product. The management was asked to rate their degresgisfaction with the export performance
of their main export product on a five point Likedale where 1=very disappointed...5=very satisfied.

Foreign salesintensity. The foreign sales intensity was measured askiagxact share of foreign sales from total sales of
the company in 2001.

Independent variables

Firmsize (FSIZE). The firm size was measured based ondtia¢ $ales of the company in 2001 in million EufBscause it
may be expected that the influence is not lineéwgarithmic version was used.

Product/service quality (QUALITY). The level product/service quality wasasured based on the evaluations of the
competitiveness of the company based on leveladymt/service quality on a scale from 1 to 5 wtereery
low/poor...5=very high/good.

Niche product/service (NICHE). The level of niche focus in the operaamas measured on the evaluations how well the
following statement described the company: our petdervice serves some special need that the diorpdnave problems
to offer on a scale from 1 to 5 where 1=describ&emely poorly...5=describes very well.

Export age (EXPORT AGE). The export age was measured baseldeolength of time the company has been exporting in
years

International orientation (INTORIENT). The level of international orientatiavas measured based on the evaluations of the
international orientation of the management onadéesitom 1=very low/poor...5=very high/good.

International commitment (INTCOMMIT). The level of international commitmewas measured based on the evaluations of
the international commitment of the management scade from 1=very low/poor...5=very high/good.

International experience (INTEXP). The level of international experienceswaeasured based on the evaluations of the
international experience of management on a soae 1=very limited...5=very extensive.

Product adaptation (PRODUCTADP). The product/service adaptation wasasared on a scale from 0 to 5 where 0
indicated that there was no adaptation at allat tthere was only extremely limitedly adaptatiorevdas 5 meant very
significant adaptation.

Price adaptation (PRIADAPT). The level of price adaptation was mead based on a scale from 0 to 5 where 0 indicated
that there was no adaptation at all, 1 that thexe enly extremely adaptation whereas 5 meant vgnjficant adaptation.
Communication adaptation (COMADAPT). The level of communication adaptatiwas measured on a scale from 0 to 5
where 0 indicated that there was no adaptatiofi,dt #hat there was only extremely adaptation wehsr5 meant very
significant adaptation.

Market diversification (MARDIV). The level of market diversification waseasured based on the amount of target countries
of exports in 2001.

Establishment (ESTABL). Year of company establishimBummy variable, O if established before 1990 aif established
in 1990 or more recently.

Born global (BG). Dummy variable, O=exports nottgd within three years from establishment andheddhe level of at
least 25% of total sales, 1 if the exports hadedawithin three years and reached at least thet 25 % of total sales
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Table 2.The Relationships between Reviewed Variables ambE¥erformance in Various Review Studies.

MADSEN AABY & SLATER GEMUNDEN ZOU & STAN MANOLOVA & MA-
(1987) (N=17) (1989)(N=55) (1991)(N=49) (1998) (N=50) NEV(2004)(N=25) TOTAL

Pos Neg Ns  Pos Neg NBs Pgs Neg Ns RPos Neg Ns |Pddeg Ns Pos Neg N§
Firm size 4 2 5 5 7 3 7 1 1 9 5 23 5 3 8 30 18 49
Product/Service quality/strenght 7 0 % 1 0 1 1 D 213 2 27 - - - 25 2 32
Niche product/service - - - 3 0 Q - - - - - - 3 0 0
Export age* /firm age - - - - - - - - - 6 2 3 0 3 6 5 6
International orientation - - - 5 0 0 3 0 2 10 0 6 5 0 0 23 0 8
International commitment - - - 7 0 Q - - 15 0 P g 0 0 30 0 2
International experience - - - 3 0 ( - - 15 1 10 5 0 1 23 1 11
Product adaptation 4 1 1 1 1 4 4 q 4 12 2 13 1 022 4 22
Price adaptation - - - 1 0 0 2 0 2 7 1 6 - 10 L 8
Communication adaptation - - - 0 2 3 3 2 - - 3 3 4
Market diversification 3 1 2 3 0 0 - - *X * * 0 5 0 0 11 1 2

POS=Positive impact, NEG=negative impact, NS=ngnificant impact
* not included in any of the reviews; ** not speeif in the review, included into the firm genergpert strategy results Note: In one study more thraa export performance measure may have been used.
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Table 5. Performance in SME Exports: Family vs. N@amily Firms

FAMILY FIRMS (N=182)

NON-FAMILY FIRMS (N=161)

1. Perf. Related| 2. General 3. Perf. of the 4. Foreign 1. Perf. Related 2. General 3. Perf. of the | 4. Foreign

to Main Goals | Foreign Perf. | Main Product Sales Ratio to Main Goals Foreign Perf. Main Product | Sales Ratio
Constant 1 NS £ b +9 NS P K
Firm size £ + +° NS + +° + NS
Product/service quality NS o +P +P +9 +9 +P NS
Niche product/service NS NS NS NS NS NS NS NS
Export age NS NS NS NS b NS 3 NS
International orientation bt + +° +° +° + +° +°
International commitment NS NS NS &+ NS Iy NS NS
International experience b NS NS NS NS NS NS NS
Product adaptation NS a NS + NS NS NS NS
Price adaptation NS NS oy NS NS NS NS NS
Communication adaptation NS NS NS NS NS NS - NS
Market diversification NS % NS + +° +° +° +
Consumer NS NS NS NS - NS NS NS
Service P NS NS NS NS NS NS NS
Establishment NS NS NS NS NS NS ¢ - NS
Born international NS NS NS 9t NS NS P +¢
R? 0,462 0,580 0,520 0,627 0,559 0,608 0,623 0,595
Adj. r-square 0,131 0,267 0,195 0,330 0,248 0,312 ,33D 0,294

NS = non-significant

Level of statistical significance: a=0,1; b=0,050¢01; d=0,001
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