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Firms may choose among three strategies related to 
international trading: Domestic; Export; and, Foreign
Direct Investment. This study hypothesized that firms 
in high-technology industries which follow pro­
international trading strategies (Export or Foreign 
Direct Investment) financially outperform firms in the 
same industries which follow a Domestic strategy.

In addition, it was suggested that that 
relationship would vary significantly based on two 
environmental factors —  one external (industry 
characteristics) and one internal (firm size). With 
respect to size, it was expected that smaller firms, 
using an Exporting strategy would be more successful 
than those that used a Domestic or Foreign Direct
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Investment strategy, while among the large firms, the 
most successful would use a Foreign Direct Investment 
strategy.

The relationship between international trading 
strategy choice and financial performance could also be 
differentially affected by external factors (industry 
characteristics). The level of seller concentration 
was used as a surrogate measure of barriers to entry 
to classify the two related industries in the study.

The results of the research did not support the 
hypotheses. The international trading strategy used by 
a firm was not significantly related to higher rates of 
financial performance, nor did those findings vary 
when the interaction of size or industry concentration 
was considered.

According to the study, participation in the 
international marketplace will not necessarily result 
in either positive or negative effects on a firm's 
financial returns. Therefore, the decision to become 
involved in international trading must rest on other 
perceived benefits rather than on the assumption of the 
receipt of short-term financial benefits.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



DEDICATION

with love to 

Estelle Manly 

John Manly 

Paula Halbmaier

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



ACKNOWLEDGEMENTS

In a way this is the most difficult portion of the 
dissertation to write. To thank those important people 
who made a difference in the writing of this 
dissertation, without that gratitude appearing flowery 
or false seeras an impossible task.

I have been blessed with a true gentleman and 
scholar in my chairman and advisor Dr. Lester Digman. 
His scholarship, good humor, and calm support not only 
made the study possible but set a standard for my own 
academic career.

Thank you to my committee members. Thank you to 
Dr. John Cullen who provided valuable insights, made 
time for me even when there wasn’t any, and didn’t say 
"I told you so" when he certainly could have. Thank 
you to Dr. Ira Dolich who saw me through the doctoral 
program with knowledge and support and continued to 
provide that support even when it became more and more 
inconvenient for him to do so. Thank you to Dr. 
Robert Miewald who spent time, energy, and patience 
hearing it all one more time.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



To the women who made the difference all through
the years, thank you- Thank you to my mom Estelle
Manly who knew what being a "lady" really meant, to 
Paula Halbmaier, who was Auntie Marne to my Patricia, to 
my "sisters" JoAnn Kelps-Woodruff and Nancy Speaker, 
who offer unconditional love and support. A special
thank you to Barb Schuldt and Susan Baron who held my
hand during the dark days and learned more about 
management and international strategy than they ever 
cared to know.

Thank you to my Dad, John Manly, who learned 
management the hard way and made Fred Taylor, human 
resource management, and leadership style real, long 
before I ever saw a textbook.

Thank you to my fellow doctoral students who best 
understood what was involved in the program and in the 
writing of this dissertation. A special thanks to Deb 
Dwyer for her computer and statistics abilities and 
willingness to share them and to Phil Hall for his 
always positive, cheerful disposition.

With great pride and love, a thank you to my 
daughter Sue for telling me I could do it even when the 
odds had slipped, for having an appropriate anecdote

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



for all occasions, and for being an example of how to 
make the difficult seem easy.

Finally, an extra can of cat food to the furry 
friends who got to listen to the swearing the human 
friends were able to avoid.

Thank you all.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



TABLE OF CONTENTS

Chapter £

List of Tables.......................................
1. Overview of Research.........................

Introduction ................................
Background...................................

Organization Performance................
Performance Improvement.................
International Strategy and Performance..

Description of Research.....................
Hypotheses ..................................
Overview of Methodology.....................

Sample...................................
Measures.................................
Data.....................................

Organization of Remaining Chapters.........
2. Review of the Literature ......................

International Trading Involvement...........
International Involvement as Strategy.. 
International Involvement Process.....

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



L  . . _

International Strategy Choice............... 29
Exporting: Marketing Abroad............ 30
Exporting and Performance............... 35
Foreign Direct Investment...............  38
Foreign Direct Investment

and Performance............... 44
Studies Comparing Strategies............ 45

Size of Firm.................................  46
Theory of Size Effect...................  49
Size and Performance....................  49
Size and International Involvement.....  51
Size and International Strategy........  53

Seller Concentration in Industry............ 55
Summary....................................... 57

3. Research Methodology............................ 59
Introduction.................................  59
Research Questions........................... 60
Sample........................................ 64

Industry.................................  64
Definition of Industry............. 64
Industry Choice Criteria........... 65
Industry Choice....................  69
Meeting Industry Criteria

High Technology............ 71

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



Meeting Industry Criteria
Level of Concentration  73

Criteria for Firm Selection............ 76
i Time Period............................. 77

Firms Selected.....................  82
Variables and Measures......................  84

Dependent Variables....................  84
Limitations of the Measures.......  87

Independent Variables..................  88
Industry Membership................ 88
Size................................  88
International Strategy............. 89
Unaffiliated Foreign Sales........  92

Statistical Procedures......................  93
Multiple Regression Correlation.......  93

Hierarchical Regression............ 94
Analysis of Variance...................  97

4. Findings and Results............................ 99
Introduction.................................  99
overall Performance Effects..................102

Total Sample Comparison................ 103
Lagged Effect of Strategy.............. 113
Nonlinear Relationship................. 133

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



Unaffiliated Foreign Sales............. 136
Within Industry Comparisons............ 139
Other Statistical Procedures........... 149

ANOVA with Covariate.............. 151
Recoded ANOVA Analysis............ 167

Size and Strategy Issues.....................168
Industry Differences......................   . .169

Industry and Strategy Interaction......175
Summary....................................... 175

5. Conclusions...................................... 178
Introduction..................................178
Meeting the Research Objective.............. 178
Overview of Results.......................... 180

Overall Performance Results............ 181
Size and Strategy Issues............... 184
Industry Differences....................186

Research Contributions....................... 187
Practical Application of Research........... 191
Limitations of Study......................... 193

Variable Limitations....................195
Dependent Variables............... 195
Independent Variables............. 197

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



xi

LIST OF TABLES

Table Page
3.1 Concentration Levels of Chosen Industries.....  75
4.1 Hierarchical Multiple Regression Analysis

Dependent Variable ROE 1981....................106
4.2 Hierarchical Multiple Regression Analysis 

Dependent Variable Percent Change Sales.1983..110
4.3 Hierarchical Multiple Regression Analysis

Test of Interaction Significance.............. Ill
4.4 Hierarchical Multiple Regression Analysis 

Dependent Variable Percent Change Sales 1982..114
4.5 Hierarchical Multiple Regression Analysis

Dependent Variable ROE 1983...................  115
4.6 Hierarchical Multiple Regression Analysis 

Dependent Variable Percent Change Sales 1985..116
4.7 Hierarchical Multiple Regression Analysis

Dependent Variable ROS 1985...................  117
4.8 Hierarchical Multiple Regression Analysis

Dependent Variable ROE 1985...................  118
4.9 Hierarchical Multiple Regression Analysis

Lagged one year ROE 1981.  ............... 123
4.10 Hierarchical Multiple Regression Analysis 

Lagged two years Percent Change Sales 1983...125
4.11 Hierarchical Multiple Regression Analysis

Test of Interaction Significance.............. 126
4.12 Hierarchical Multiple Regression Analysis 

Lagged two years Percent Change Sales 1985....129

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



IL . ...... .

xii
4.13 Hierarchical Multiple Regression Analysis 

Lagged two years ROE 1985...................  130
4.14 Hierarchical Multiple Regression Analysis 

Lagged two years ROE 1985...................  131
4.15 Hierarchical Multiple Regression Analysis 

Lagged two years ROA 1985.......................132
4.16 Hierarchical Multiple Regression Analysis 

Within Industry SIC3663 R0E81..................142
4.17 Hierarchical Multiple Regression Analysis 

Within Industry SIC3663 ROE82..................143
4.18 Hierarchical Multiple Regression Analysis 

Within Industry SIC3663
Lagged one year ROE81........................ 146

4.19 Hierarchical Multiple Regression Analysis 
Within Industry SIG3663
Lagged one year R0E82........................ 147>

4.20 Hierarchical Multiple Regression Analysis 
Within Industry SIC3661
Lagged one year ROE84........................ 149

4.21 ANOVA Requirements.............................. 150
4.22 Study Variables................................. 150
4.23 Analysis of Variance

Dependent variable ROE 1981..................... 153
4.24 Analysis of Variance

Dependent variable Percent Change Sales 1983...154
4.25 Analysis of Variance

Dependent variable Percent Change Sales 1985...155
4.26 Analysis of Variance

Dependent variable ROS 1982..................... 158
4.27 Analysis of Variance

Dependent variable ROA 1982..................... 159

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



4.28 Analysis of Variance
Dependent variable ROE 1982..................... 160

4.29 Hierarchical Multiple Regression Analysis 
Analysis of ANOVA Interaction ROS 1982.. 161

4.30 Hierarchical Multiple Regression Analysis 
Analysis of ANOVA Interaction ROA 1982..162

4.31 Hierarchical Multiple Regression Analysis 
Analysis of ANOVA Interaction ROE 1982.. 163

4.32 Hierarchical Multiple Regression Analysis 
Further Analysis of ANOVA Interaction ROS82....164

4.33 Hierarchical Multiple Regression Analysis 
Further Analysis of ANOVA Interaction ROA82....165

4.34 Hierarchical Multiple Regression Analysis 
Further Analysis of ANOVA Interaction ROE82....166

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W



1

Chapter 1 
Overview of Research

Introduction

Organizations created to generate profits from 
their activities are interested in the maximization of 
those profits (Venkatraman & Ramanujam 1986; Caves 
1977 p. 5; Kirchhoff 1977) either directly through the 
profit margin or indirectly through growth (Caves 1977 
p. 4j. The improvement of organization performance is 
at the heart of strategic management (Venkatraman & 
Ramanujam 1986; Steers 1975) and the test of its 
success (Schendel & Hofer 1979).

To accomplish this, strategies are chosen to mesh 
the internal resources of the organization with 
identifiable opportunities in the environment. Firms 
attempt to find some competitive advantage in relation 
to their industry and environment. "Strategy is 
generally viewed as a pattern of important decisions 
that 1) guides the organization in its relationships 
with its environment, 2) affects the internal 
structure and processes of the organization, and 3) 
centrally affects the organization's performance." 
(Hambrick 1980)
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One of the primary aims of strategic management 
research is to develop prescriptive theories which 
will aid firms in their choice of high performance 
strategies (Porter 1980; Barney 1986). In order to 
develop these theories, researchers have attempted to 
identify linkages among environmental conditions, 
strategic decisions, and economic performance (Fahey & 
Christensen 1986).

An area of research which has received limited 
attention but has potential effect on corporate 
performance is the international trading strategy 
chosen by the firm. This study conducted an empirical 
investigation of that issue. In addition, it 
suggested that financial performance within an 
industry varies as a result of the interaction of firm 
size and the chosen international strategy.

Questions of interest in this study can be stated 
as follows:

1.) What is the relationship between a firm’s 
international trading strategy and its financial 
performance?

2.) Does the size of the firm interact with the 
international trading strategy to vary the 
relationship?
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3

3.) Does the international trading strategy and 
firm financial performance relationship vary because 
of seller concentration level differences between 
industries?

Background

Organization Performance

The relative success of a firm seldom can be 
traced to a single factor (Lenz 1980). Researchers 
have investigated a number of variables in attempts to 
explain the different performance results among 
companies.

A few of the studies and their variables of 
interest include: size of firm (Child 1974, 1975);
size of market share (Prescott, Kohli & Venkatraman 
1986; Buzzell, Gale and Sultan 1978); formal planning 
(Rhyne 1986; Schoeffler, Buzzell & Heany 1974); 
diversification (Rumelt 1982); investment intensity 
and product quality (Hambrick, MacMillan & Day 1982); 
divestment (Duhaime & Grant 1975); environment (Porter 
1980; Harrigan 1980); age of organization (Freeman, 
Carroll & Hannan 1983); and choice of strategy 
(Hatten, Schendel & Cooper 1978).
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Dalton, Todor, Spendolini, Fielding and Porter 
(1980) in a review of the literature, found a limited 
number of organization structure studies that used 
performance as a dependent variable. Of the five 
studies relating corporate performance to total 
organization size, only two used "hard criteria" ie. 
sales, growth, profit etc.

Performance Improvement

Full utilization of assets, including 
intangibles, is one approach to increase performance 
(Teece 1984). Intangible assets can include unique 
process knowledge (employee know-how in production, 
research and development, marketing; management 
characteristics or structure; perceived
differentiation of product or service) and/or a 
specific property (trademarks, brandnames, patents; 
unused credit capability) (Caves 1982).

As long as performance is satisfactory and a firm 
can fully employ its assets in its present market, it 
has no incentive to look beyond that market’s 
boundaries. When that market can no longer profitably 
utilize those assets, the firm looks outside the
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5

market for opportunities. These opportunities may 
consist of: 1) increased penetration of the existing 
market by the existing product line through price or 
advertising competition ie. taking share away from the 
competition, 2) the development of new products for 
the existing market, 3) the expansion of the served 

market for the present product; and 4) the 
diversification into new products and markets (Kotler 
1976; Ansoff 1965).

Growth-minded organizations will consider
increasing the market served from a local focus to a 
regional, national, or international one (Thompson & 
Strickland 1981 p. 53). International geographic 
expansion of the market for the products presently 
produced is, therefore, one of the strategic options 
available (Pugel 1980).

International Strategy and Performance

Limited study has been done to investigate the 
relationship of the choice of international strategy 
and the financial performance of the corporation. In 
particular there have been few studies which have 
compared the effect of the particular forms of 
international trading strategy.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

 
 
 
 

 
 
 

PREVIE
W


