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Abstract

While the role of corporate governance has been increasingly analysed during recent years, it is only
very recently that the effects of corporate governance features on firm international strategies have
been also considered. Using the Osiris database by Bureau van Djik we consider the potential role
played by different kind of shareholders among the determinants of firm international level,
distinguishing between the firms quoted in the UK from those listed in countries of Continental
Europe (France, Germany, Italy, Poland and Spain). Overall our results confirm that different kind of
ownerships affect with different degree of intensity the overall level of firm’sinternationalization. First,
we find that ownership matter. Second, our results show that theeffects of ownership over firm’s
international strategies depend also on the context of analysis.
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1. INTRODUCTION they may have an incentive to diversify either lisea
their compensation is linked to firm size (Bakeakt
The role of corporate governance has bee®88), because they derive power and prestige from
increasingly scrutinised in recent time. Corporatébeing associated with a larger firm (Jensen, 1986),
governance has been defined as the set of ingtilti because  their job  security is enhanced
and market rules that allow shareholders to monito¢ShleiferandVishny, 1989), or because firm
decision making in business firms (Shleiferanddiversification reduces the risks attached to their
Vishny, 1997). Under the influence of classicalundiversified personal portfolios (Amihud and Lev,
financial theory and after the pioneering article o 1981). It is only very recently, that this debatsh
Jensen and Mecking (1976), corporate governancalso considered the relationshipthat corporate
scholars have mainly focused their attention on thgovernance features, such as ownership have
mechanisms that regulate the potential conflictsithfirms’ international strategies (Sanders and
arising between managers and shareholders (Daily &arpenter, 1998; Tiharst al 2000; Tihanyét al,
al., 2003; Kochhar andDavid, 1996). Following this2003; Lienet al, 2005; Filatotchest al, 2007)
theoretical perspective some scholars have adopted In the classical theory of internationalization
theagency theory approach(Deeisal 1997; 2002) (Dunning, 1988)there is no room for corporate
in order to analyse the effects of corporate gavmece governance variables since this theory assumes that
characteristics on firms strategy and on producfirms are profit maximizing agents regardless the
diversification in particular. However, most of fige identity of the owners. In this view all sharehokle
studies have been focused on the analysis of thare just concerned with maximizing the value of the
ownership structures investigating the potentiafirm and therefore the shareholders characteristics
effects of concentrate versus dispersed ownershipot impact on the level of international
More specifically, these studies (Derds al, 1999) diversification. Given these assumptions, the lefel
explore under which conditions there will be leewayinternational diversification is determined only by
for management to exercise their discretion in otde internal factors such as firm resources, the lefel
pursue strategies that promote their own interestséntangibles, asset specificity, international exgrce,
the expense of shareholders. Since managers deriR&D intensity or by external factors such as coyntr
various private benefits from product diversificati risk, barriers to trade or the level of local knedge
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(Hennart, 2007). In the words of transaction costslifferences among various types of owners in
economics it is the kind of resources that the firmpursuing the diversification strategies and more
managed and the level of perceived risk whaospecifically the internationalization strategiee(®ge
determines whether or not international transastionet al, 2005; Hautz et al, 2012; Osterle et al, 2013
are internalized or not. However, different kind of Majocchi and Strange, 2012;Fernando and Nieto, 2006
shareholders will have different perceptions of thePedersen and Thomsen, 1997; Thomsen and
risk surrounding any transaction because differenPedersen, 2000; Zahara, 2003). While the research o
types of shareholders will typically have different corporate governance characteristics and
decision-making time horizons and different riskinternationalization promises to enlarge our
attitudes (Thomsen and Pedersen, 2000).Moreoveunderstanding of the firms and of their strategic
the kind of ownership will also influence the decisions, very often this research has been coadiuc
investments and the strategies pursued thuis empirical setting limited to one country. Thus i
influencing firms’ resources endowment (Shrader anéppears that previous literature has ignored that t
Simnon, 1997). Therefore, we believe that withia th firms’ ownership structure and its impact depersbal
framework of internationalization theory there isby the institutional context (Bhaumik et al, 2010;
room for further deeper analysis of the impacttaf t Osterle et al, 2013). In Europe two different mgds#
ownership characteristicsand corporate governance @apitalism coexist, the Anglo-Saxone mode and the
firm international strategy. Somerecent papers hav&erman model, where not only the institutional
started to explore the relationship focusing on esomsetting is different but also where firms ownership
specific aspects of corporate governance sucheas thypes are unevenly distributed (La Porta et al,9)99
ownership structure and type(FernandezandNietd)Ve use a data set of European listed manufacturing
2006; Bhaumikt al 2010; Hautet al 2013; firms to understand how different types of owners,
Oesterlet al, 2013) the role of foreign shareholdersfamilies, banks, institutional investors will diffén
(Filatotcheet al, 2008) and the independence of thethe level of internationalization.
Board of Directors (KorandMisangyi, 2008). The study of therelationshipbetween family
The present paper intend to contribute to thisswnership and internationalizationis rapidly grogvin
debate. The objective of the paper is twofold. tFirs but until now it provided mixed evidences(Kontinen
using a European sample of listed firms, we intend and Ojala, 2010; Sciascia et al, 2012).
assess if and how different shareholders typologies There are few studies, (Zahra, 2003) that, based
affect the firms’ degree of internationalizationevh on the assumption of altruism within the family
we consider different facets of internationalizatio context, hypothesize a positive relationship betwee
that allows us to provide a deeper understanding damily ownership and internationalization. Accorglin
the phenomenon. Second, distinguishing between the this view, family loyalty and support lengthdret
firms quoted in the UK from those listed in couesri investments payoff time horizons. This owners long
of Continental Europe (France, Germany, Italy,term view allowsmangers to realize those investment
Poland and Spain) we intend to investigate if thahat are necessary in order to enter in the foreign
different characteristics of the corporate govecean markets assuming the higher risks associated with
systems in the two regions have a different impact international expansion. However, the large majorit
firms’ internationalization levels.The structure thie  of the studies on the topic show that family firare
paper is as follows. In the next section we revibe  reluctant to internationalize compared to non-famil
extant literature on corporate governance and ®n iffirms (Fernandezand Nieto,2006; Gomez-Mejia et al,
effects on international diversification and foram@l 2010). The main arguments behind this positiorsstre
our research hypotheses. In section 3, we explan h the negative effects that the combination of owmiers
we have operationalized the variables in the modednd control generate respect to the international
and we detail the data sources. Moreover, we ptesegrowth of family firms.Family-owned firms are
descriptive statistics on these variables and viltneu particularly averse to the risk of losing the cohwf
the estimation methodology and the statisticalstesttheir business. Owners of family firms tend to ngma
used. We present and discuss the regression ra@sultscompanies on behalf of family interest rather than
section 4 that partially confirm our hypothesese Th the benefit of the firm compromising the firm grdwt
final section concludes and describes the maimt the expense of other shareholders. This attitside
limitations of the paper suggesting avenues fah&tr  reinforced by the strong focus on wealth

research. preservationwith the goal of leaving the firm to
descendants (James, 1999). These

2, THEORY AND HYPOTHESIS motivationsnegatively affect the level of interoail

DEVELOPMENT involvement (Hautz et al, 2012) by family owned

firms. Moreover, internationalization requires oft®
The relationship between owner identities andcollect capital by taking on more debt, increading
international diversification strategies appears arinancial risk of the firm, or by enlarging the ayu
underdeveloped topic in the corporate governancbase of the firm.In both cases the leverage of
literature. So far few studies have analyzed theapitaldilutethe control of the family over their
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business (Demesetz, 1983) with the result thatlfami In Germany and in the rest of Europe a monitoring
owned firms are less prone to pursuerole over firms’ management is typically played by
internationalization strategies. banks, which generally hold important stakes irirthe
For the same reasons family owned firms arelient capital. In this model, the banks not onippsly
less likely to collect expertise and resourceshigdt  short-term finance but also long-term capital, ofie
parties,a requirement practically inescapable tahe form of equity, and typically contribute to pka
internationalize the firms.Family shareholders témd the company policies and to select the top
appoint members of the family to the top managemennhanagement team. Therefore, in the European context
positions rather than experienced and qualifiecbanks tend to consider their investments in firmsa
professionals to maintain the control of the firmportfolio of different debt and equity assets. ®inc
(Carney, 1998).Following these arguments we alsequity is a riskier investment than debt bank temd
posit a negative relationship between familyinfluence firms policies compensating the additlona
ownership and internationalization but, compare taisk generated by the equity with more conservative
previous studies we additionally consider possiblgolicies that lead to lower internationalizations.
different measures of internationalization suchtees Therefore, we posit that:
level of foreign sales, its distribution and foneig

direct investment (Carrillo, 2007; Rogers et ab0&). H2: Firms listed in Continental Europewith a
We refer our hypotheses to the all sample since bank as first shareholder have a lower level of
family-owned firms seems to have similar internationalization than other kind of firms
characteristics regardless the institutional

context.Thereforeour first hypothesis is: On the contrary in the Anglo-Saxon model,

financial markets play a crucial role in monitoriagd

H1: Family—owned firms present a lower level ofdisciplining managerial behaviour, whilst banksitim

internationalization than  non-family-owned their role to the supply of short-term finance aiul

firms. not have direct interest in the firm. In this syste

firms have a broad shareholder base with both mriva

Because of different national settings, corporateand financial institutional owners such as pension
governance systems considerably vary across natiorfsinds or private equity institutions (De Jong, 1997
The literature (La Por& al 1999) historically playing a leading role in financing the growth bét
differentiates two opposite models of capitalisy ( firms but a more limited direct role in the
the Anglo-Saxon model, which is market-oriented andnanagement of the firm. In this context instituibn
characterised by a strong influence of institutionainvestors are likely to be particularly active ist@s
investors with an emphasis on shareholder-valug, arin firms, as they will typically have the financial
(2) the German model that is predominated by eclogiinterest, the independence and the expertise to
of cooperation and partnership, resulting in closanonitor the firm’s management and policies. There i
relationships between industrial firms, banks, andome evidence (Hoskisson et al, 1994; Young et al,
social partners (Eckert andMayrhofer, 2002; Pedaerse2008) that institutional shareholders promote good
andThomsen, 1997; Porter, 1992). governance, with a resultant improvement in firm

The first model is generally referred to as theoverall performance in general and in
Anglo-Saxon model, and is mainly identified witteth internationalization in particular (Tihanyi et al.,
United Kingdom and the United States. The secon@003). Such firms have become in the Anglo-Saxon
model is mainly identified with the countries of markets not only a significant player holding agkar
Continental Europe. Even if De Jong (1997) hashare of corporate equity listed in the marketsabat
established some distinctions between the Germamaining influence on corporate strategic decision
speaking and the Latin countries (France, Spain anthrough increased activism (David et al., 2001)eSeh
Italy) - with the latter system characterised by ainvestors are likely to be those that are mostalbti
higher degree of direct ownership concentration andeeking foreign expansion. The equity participatbn
with prominent shareholders that are mainly privatesuch financial institutions may well provide thenfs
families or the State - Continental Europe shaoeses with access to the institutions’ networks in overse
common characteristics that differentiate it frome t markets, and thus facilitate internationalization
UK and the US. The main feature that distinguishegFilatotchev et al, 2008). Moreover, in this cortthe
all the corporate systems of Continental Europenfro top management team is typically made of
the Anglo-Saxon system is the very weak level ofautonomous and well trained figures. Control is
control from external capital markets. In Contirednt exercised through the market and if managers do not
Europe the weakness of the financial market contrgberform well, a takeover bid for the firm is likely
leads firms to be less influenced in their decisionThis threat provides a strong incentive for mansager
making from direct market pressures. On the otheto behave in the interests of the financial shaukdrs.
side, indirect market pressures, such as thoseditdk In this context institutional investors such as
interest rate policies adopted by banks, mayrofessional investorst, pension funds and private
significantly influence the decision making of fism equity firms — different from banks — have a strong
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incentive to promote growth and internationalizatio geographical diversification even if one is expugti
in order to increase the market value of theonly in one country while the other has significant
investments. sales in all the main world markets. Consequently,
So our last hypothesis is: since the requirements of the IAAS/IFRS standards
oblige listed firms to reportdetailedinformation the
H3:Firmslisted in the UK with institutional geographical distribution of their sales we collant
investorsas first shareholder have a higher leveklaborate this information from the firms’ annual
of internationalization than other kind of firms  report as reported in the firms’ web sites. We gifgs
(export and overseas) sales into six areas: the
3. METHODOLOGY AND DEFINITION OF domestic market and five additional regionsthat

VARIABLES coincide with the main continents: Europe, Asia,
Africa, Americaadding a residual region called the
3.1 The sample and the variables ‘Rest of the World’ that collect both Oceania and

undefined data. Using this classification, our nieas
The sample was chosen in order to provide @af international diversification is calculated ugithe
representative view of thelisted firms in Europee W Jacquemin and Berry (1979) entropy index. This
include the UKas a significant market thatrepresentmeasure was initially developed in order to quantif
the Anglo-Saxon corporate governance system anghe degree of product diversification, but has also
Germany, France, Italy, Spain and Poland to repteselately been adapted to measure international
Continental Europe. We deliberately omitted smalldiversification (Kim, 1989; Kinet al. 1989; Hitet al,
countries due to the natural orientation of theim§  1997). The variable, that we nameebtsal entropy,
to internationalize and we concentrate on Europeameasure is defined in the following way:
countries with the larger domestic markets. All the 6
data were collected from the Bureau Van Djik Entropy measure:ZX In i
Electronic Publishing’s database “Osiris” with the = X;
exception of the geographical distribution of sdlest

was manually extracted by firms’ annual reports. . -rr:ehiczlljbasr((:arelgt Ja d?;'rlﬁz er]((:eentc;\f etfg? sjllt)a(s
Since we were interested in measuring internationaf 0 J' 2P , ang P 9

diversification both through export and foreign _realised in the markgt The natural logarithm of the

salesand foreign investments we deliberately omiy'Verse O.f the sales realised in every market & th
services firms. This becausefor service firmsWelght given to each geographical segment. The

production and consumption tend to coincide (Clar ehn;{:)pga:gzascu(;ﬁc\gmrzﬁelaal i(r)w fo;nférmjretgat Qﬁgb v%lill
et al., 1996) affecting negatively .the significanaf i

exports as a measure of internationalization fes¢h th_eorencally reach a maximum value .Of 1.79 fom_wﬁr
industries- with exactly the same share of sales in each o$ithe

Adopting these criteria to the Osiris database Wéjeﬂned areas. In our sample the average valubeof t

selected 1316 firms, 454 in the UK, 341 in Germanygggogyn?;ea;ur; Isa?]e&o\]:mlh 6a4 mg;:g”ﬁg;,:ﬁ%igig
300 in France, 121 in Italy, 51 in Spain and 49 in ximum - val T ure,

Poland. After dropping firms with key missing datanamed Country_subsid” is a proxy for the

the first overall sample consisted of 880 firmseTh gqu_rgphmal . Scope Of. mternatlongl
.activities.Following previous studies (Tallman &, Li

descriptive statistics of the sample are reported i
Tablepl.We define three diffgrent meagure oflg%; Morck&Y_eung; 199_1),_was_measured as the
internationalization. The first two measures retier number of foreign countries in which a company had

the scale and scope of internationalization througﬁum'd'a”es' The average number of countries 4n th

foreign sales while the last one is a proxy ofgbepe sample is 6.11 (s.d. is equal to 11.02) with minimu

of internationalization  throughforeign  direct valuemofocr) daer;dtg tngz'i(lcr::ﬁr?]vacl)ltjﬁe(;feiz\?vé define three
investments. In order to measure the dimension of yp

salesin foreign markets we use the ratio of foreig ownership variables according to the nature of the

sales to total sales(Katsikeasal 2000; Majocchiet irst  shareholder:  first  shareholder family

; - FirstSH_Fam) first shareholder bank

al, 2005), a variable that we name#ofsal_int". ( . — y . o
. ' - T FirstSH_Bank and first shareholder institutional
This measure gauges the ability of firms to entell(nvestor EirstSH_II). The three variables are dummy

foreign markets, but does not consider the .
geographical distribution of sales. As variables that take the value of one whenthe first

Rugmanaverbeke (2004) point out, foreign salest GRS (SHOCEY B A0S B e
intensity is not a fully satisfactory measure of :

geographical diversification since it does not take shargholders types. While family and bank are
account the distribution of sales and whether dr nocon5|dereda shareholde_rs typology, we haq to dpvelo
they are geographically well-balanced in the mairihe construct of the variable shareholder instnai

. ) investor FirsSH_II) aggregating five different types
\r/vaczir(l)d tr\?virgrerfé Eg:] i)éagﬂ;’dlésr;ndgiéleng é(;oirtm::fsal of shareholders considered in the database. Tlee fiv

categories included in the itémstitutional investor

@
NTERPRESS
VIRTUS,
724



Corporate Ownership ¢ Control / Volume 10, Issue 2, 2013, Continued - 4

were: financial company, insurance company, mutuabverall level of correlation between these three
& pension fund/nominee/trust/trustee, venture ehpit dependent variables is quite low with the only
and hedge fund. In order to correctly specify theexception of the correlation between the entropy an
model we consider additional variables alreadyetést the foreign sales intensity measures which is 0.6.
in previous empirical works (Hat al.,2006). However, the results of the regression run usiegéh
The list of the control variables is the two variables are different in some key coefficgent
following:age Age (DeliosandHenisz, 2003) confirming that we are not just replicating regress
measured as the number of years from foundati@n,siznodel with slightly different dependent variables.
(Size_log)as measured by the natural logarithm of theSince all the three dependent variables are left-
firms’ employees (VerwaalandDonkers, 2002), thecensored we adopted a Tobit methodology (Greene,
debt/equity ratio l(everag@ (Kochhar, 1996) and, 2000). It should be noted that Tobit regressiores ar
drawing on the classical theory of internationdlma nonlinear and therefore the coefficients should be
(Hennart, 1982 and Buckley andCasson, 1976), twinterpreted with care and do not measure the real
measures of intangible intensity measured by ttie ra causal effect on the dependent variable. This eféec
of intangible assets over total assét$éang_intensity  correctly measured only by the marginal effect.
and by the ratio of R&D costs over total salBel) However, the coefficients maintain the significance
intensity (NachumandZaheer, 2005).Recent literatureand the sign of the marginal effects so that we can
(Herrmann andDatta, 2005; Majocchi and Strangerely on the regression coefficients to test our
2012) has also highlighted the role and the impaga hypotheses that are relative to the sign of the
of top executives and members of the board featuresstimated coefficients (Bowen and Wiersema, 2004).
in promoting internationalization. Therefore, weert Using the procedures with the Intercooled-
three variables specifying the board and the toSTATA 11 statistical package we run Tobit maximum
managers characteristics: a dummy variable namdikelihood estimates on the threedifferent measofes
(Ceopresid) that takes the value of one when ainternationalization that we included in our anays
member of the controlling family is either the CBO for three different samples. The first sample, the
the President of the firm, a variable that meastives overall one, comprises a total of 880 firms listad
resources of the board that is the count of its bessn  Germany, France, ltaly, Poland, Spain and the UK.
(Boardsize)Sander andCarpenter, 1998)anda measuréhen we split this sample in two sub-samples ome fo
of the international vocation of the boards measureContinental Europe, with 602 observations, and one
with the percentage of foreign directors over thtalt for the UK, with 286 observations,in orderto teat o
number of the members=¢r_board. Finally, we hypotheses concerning the different effects of
include a series of industry dummies to captureint corporate governance in the different contexts. It
industry differences and — just for the all sample should be noted that, given the existence of missin

country dummies. data in our foreign salesvariables, the size of the
samples of the regressions with the foreign
3.2 The model salesintensity and with the entropy measure as a

dependent variable are smaller than the sample with
Sullivan (1994) has clearly showed that the conoépt the number of countries with a subsidiaries.
internationalization is typically a multi-faced ampt
and that from the theoretical point of view, it is 4. RESULTS
appropriate to measure internationalization with
indexes that replicate that complexity of the caitice In Table 1 we report means, standard deviations and
We decide to run our regressions using the threeorrelations for the variables used in our models.
different measuresof internationalization describedCorrelation between the (continuous) variables is
above: the foreign sales intensitifofsal_inf), the negligible suggesting that multicollinearity is nat
foreign sales entropy Ffrsal entropy and the concernin our case.
foreign direct investment scogaguntry_subsid)The

Table 1.Descriptive statistics and correlation between iooious variables

Average ! SD Age Size_log Intang Leverage R&D Boardsize  For_board
, intensity intensity
Age 55.89 ! 58.11 1
Size_log 6.44 2.218 0.326 1
Intang_intensity .1575 .189 -0.130 0.070 1
Leverage .536 | 2.047, -0.009 0.072 0.066 1
ReD_intensity .198 .2864 -0.030 -0.086 -0.001 -8.00 1
Boardsize 6.825 4.30 0.171 0.475 0.109 0.029 -0.006 1
For_board .06425 157 -0.037 0.057 0.066 -0.018 30.03 0.078 1
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Table 2 reports our results for the full sample ofconfirmed in two out of three definitions of
European firms. All the threeregressions shownternationalization. The coefficients are sigrafit
comforting values for the overall indexes of goae and negative in the models 1 and 2 suggesting that
of fit (x* and PseudoR suggesting that the overall family ownership is a negative determinant of the
specification of the model is good. The firstscale and the scope of internationalization through
hypothesis predicts that family ownership present #oreign sales while it is not significant the raésalbout
lower level of internationalization compared to non family ownership and the scope of foreign direct
family-owned firms.The first hypothesis is partyall investments.

Table 2. Tobit regressions results for the all samplet

VARIABLES Forsal_int Forsal_entropy Country subsid
Age -0.0003* -0.0002 0.0105
(0.0002) (0.0003) (0.0070)
Size_log 0.0624*** 0.104*** 4.251%*
(0.0067) (0.009) (0.224)
Germ -0.0629* -0.005 -1.555
(0.0342) (0.045) (1.112)
Esp -0.002 0.117* -3.268*
(0.051) (0.071) (1.616)
UK 0.0348 -0.144 -5.124%+*
(0.0327) (0.0460) (1.083)
Italy 0.0683 0.0952* -2.639 **
(0.0412) (0.0577) (1.310)
Poland -0.180*** -0.111 -13.947%*
(.0527) (.0735) (2.977)
Intang_intensity 0.0824 0.0752 6.770%**
(0.0644) (0.0915) (2.141)
Leverage 0.0123* 0.0002 0.0212
(0.0066) (0.0108) (0.1624)
ReD_intensity 0.0112* 0.0114 0.231
(0.00545) (0.0111) (0.176)
Ceopresid 0.0389 0.0727 3.454 **x
(0.0386) (0.0542) (1.274)
Boardsize 0.0016 0.005 0.332%**
(0.003) (0.004) (0.096)
For_board 0.387*** -0.054 7.138***
(0.0752) (0.107) (2.422)
FirstSH_Fam -0.060* -0.090** -0.899
(0.0344) (0.0485) (1.157)
FirstSH_bank -0.01355 -0.0290 -1.224
(0.040) (0.0573) (1.377)
FirstSH_II -0.0399 -0.0379 1.0145
(0.0283) (0.0395) (0.926)
Constant 0.183*** 0.2181*** -24.546%*
(0.050) (0.0694) (1.668)
Uncensored Obs. 850 751 692
Left-censored obs 81 93 196
LR ch?(38) 318.96 330.19 751.09
Pseudo R-squared 0.3959 0.2462 0.1243

t= industry dummies included but not reported i téible
Standard errors in parentheses *** p<0.01, ** p&).0p<0.1

Our second hypothesis refers to firms listed inthe European context bank ownership negatively
Continental Europe and predicts those with a bank aaffect the level of internationalization in term of
first shareholder have a lower level of foreign salesbutwe cannot state that bank ownership
internationalization compared to other firms.Thisaffects the distribution of foreign sales because t
hypothesis has just been tested with regard tosfirmcoefficient it is not significant. Contrary to our
listed in Continental Europe where bank ownerskip i prediction the coefficient of the bank ownership
a relevant phenomenon. The regression resultdhéor t dummy is positive and significant in the third mbde
subsample are reported in Table 3. The results showith the number of countries with a foreign sukbesigli
that H2 is confirmed only with regards to the fgrei as a dependent variable. These contrasting results
salesintensity dependent variable.Therefore, olveratonfirm our assumption that the definition of the
our second hypothesis is only partially confirmed.l concept of internationalization is critical for any
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empirical analysis that intends to address theinder investigation and that any discussion about
determinants of internationalization. The findingsinternationalization per se without further
suggest that scholars should clearly specify whiclspecification remains too general.

kind of aspect of the concept of internationalizatis

Table 3. Tobit regressions results for Continental Euroge °
°(France, Germany, Italy, Poland and Spain)

VARIABLES Forsal_int Forsal_entropy Country_subsid
Age -0.0003 -0.00006 -0.0151*
(0.0002) (0.0003) (0.008)
Size_log 0.0544 0.0941*** 4.776%*
(0.0787) (0.0112) (0.278)
Intang_intensity 0.267*** 0.319%** 13.732%**
(0.089) (0.127) (3.119)
Leverage 0.014** 0.0017 0.181
(0.006) (0.0109) (0.235)
ReD_intensity -0.024 0.189 -2.626
(0.103) (0.160) (1.912)
Ceopresid 0.029 0.098 5.291%**
(0.041) (0.0587) (1.455)
Boardsize -0.003 0.005 0.3171%**
(0.002) (0.004) (0.092)
For_board 0.189* -0.121 1.684
(0.101) (0.143) (3.625)
FirstSH_Fam -0.010 -0.081 -1.194
(0.037) (0.052) (1.285)
FirstSH_bank -0.109* -0.0105 6.029%**
(0.0563) (0.079) (2.028)
FirstSH_FI -0.066** -0.059 -0.892
(0.0323) (0.045) (1.118)
Constant 0.152%** 0.226*** -29.986***
(0.054) (0.075) (1.951)
Uncensored Obs. 529 528 491
Left-censored obs 51 51 111
LR ch?(36) 205.36 211.61 510.81
Pseudo R-squared 0.4551 0.2521 0.1200

t= industry dummies included but not reported i téible
Standard errors in parentheses *** p<0.01, ** p&).0p<0.1

Finally we test our third hypothesis with regard
to the UK subsample.Results are reported in Table 4

Table 4.Tobit regressions results for the UK samplet

VARIABLES Forsal_int Forsal_entropy Country_subsid
Age -0.0003 -0.001* 0.022*
(0.0004) (0.0006) (0.012)
Size_log 0.055*** 0.0959%** 2.318***
(0.0126) (0.0181) (0.359)
Intang_intensity 0.038 -0.096 1.427
(0.093) (0.139) (2.793)
Leverage 0.011 -0.0431 0.042
(0.024) (0.035) (0.208)
Red_.intensity -0.008 -0.0179 -0.0459
(0.006) (0.137) (0.168)
Ceopresid 0.0834 0.038 1.019
(0.0845) (0.120) (2.563)
Boardsize 0.026** 0.020 0.805***
(0.010) (0.015) (0.306)
For_board 0.326*** 0.007 11.351%*=*
(0.117) (0.176) (3.311)
FirstSH_Fam -0.224%* -0.070 1.587
(0.079) (0.113) (1.420)
FirstSH_bank -0.0120 -0.0467 1.463
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(0.0691) (0.099) (2.080)
FirstSH_II -0.025 -0.070 3.493*

(0.061) (0.087) (1.785)
Constant 0.203** 0.169 -22.246%**

(0.094) (0.136) (2.923)
Uncensored Obs. 240 223 201
Left-censored obs 30 42 85
LR chi?(33) 176.27 148.48 242.25
Pseudo R-squared 0.5291 0.3098 0.171

t= industry dummies included but not reported i téible
Standard errors in parentheses*** p<0.01, ** p<0Q.0p<0.1

The regression results of the UK firms showpromoting the firm overall internationalization. 8¢
some interestingdifferences with the results oleéin variables have an effect also in our model sugggsti
for Continental Europe.Our third hypothesis stateshat the role of board in  promoting
that in the UK market firms with the institutional internationalization is a promising field of resgar
investors as first shareholderhave a higher le¥el ahat deserve further and deeper analysis.
internationalization than other kind of firms. Finally, the variable that catches the involvement
Thehypothesis is confirmed only with regards to theof family members in the management of the firm
scope of foreign direct investments suggestingttiat (Ceopresid) is significant only in the sample
institutional investor’'s involvement in ownership i representing Continental Europe for foreign direct
the UK context is relevant when firms realize griowt investment scope. This result is surely intereséingd
plan through foreign direct investments. Contrasy t deserves further analysis. The different results
our findings with regard to the European subsamplemerging from the twosamples suggest once more
the coefficient of the bank dummy is not signifitan that the factor affecting internationalization ihet
confirming the different role played by these finmh twocontexts, the UK and Continental Europe, may be
institutions in the Anglo-Saxon and in the Contitaén different and that conclusions drawn from one cxinte
European context. cannot be easily generalised.

Concerning the other control variables size plays
an important role — as measured by the log value g§. DISCUSSION AND CONCLUSIONS
the number of firms’ employees — which is
consistently significant and positive confirmingice In the traditional theory of internationalizatiomfi
more, the positive relationship between resouroels a ownership has been scarcely considered. In the
internationalization (Leonidou, 1998; classical view of transaction costs (TC) theory
BalabanisandKatsikea, 2003; DhanarajandBeamistiBuckley andCasson, 1976; Rugman, 1981; Hennart,
2003). With regards to firms’ resources our modelsl982) the level of internationalization is the desfi a
identify fourdifferent measurements of intangiblescomparison between the costs and the benefits of
resources that are typically considered in liteatu coordinating international transactions internally
(Delgado-Gomezet al, 2004) as factors which rather than externally through market prices. & th
promote internationalization: the share of intafegb hierarchical solution is a more convenient chofant
assets over total assetst@ng-in, the share of sales the arms-length solution then the level of
that is devoted to R&DReD _inj}, the dimension of internationalization of the firm will increase. Ththe
board size Board siz¢ and the percentage of foreign overall level of internationalization is determinbg
board membersHor_board) The share of intangible the factors influencing the choice between the
assets on total assets positively affects all threalternative methods of governance such as the &dvel
measures of internationalization in Continentalspecificity of the asset, the frequency of the
Europe while forUK firms the relationships are nottransactions or the overall risk surrounding the
significant. The R&D intensity has been typically transactions. To the extent that the resourceseto b
considered as a channel through which firms geeeraexploited involve tacit knowledge,buyer uncertainty
innovation that lead to better export performanceor indeterminate bargaining situations then theseho
(OzcelikandTaymaz, 2004; Roper andLove, 2002governance method is likely to be internal to tinen f
CassimanandGolovko, 2011) and to higherand therefore promote further FDI internationalmat
internationalization through FDI (Buckley andCasson(Majocchi and Presutti, 2009; Presutti et al., 2007
1976; Rugman, 1981; Hennart, 1982). However, ouAlternative explanations of internationalizatiornyel
results do not fully confirm these conclusions. Themainly on a resource-based view of the firm
size of the board and the share of foreign direcéme  (Lippman and Rumelt, 1982; Wernerfelt, 1984,
additional resources that promote internationadtizat Barney, 1986, 1991; Peteraf, 1993; Textcd, 1997)
according to the most recent literature (Tihabydl,  where firm is considered as a heterogeneous buifidle
2000; Nielsen, 2010). For example directors cangori valuable, rare and non-imitable resources.From the
to the firm specific knowledge regarding foreign RBV perspective, international diversification is
markets or relationships with overseas clients thusiewed as a means by which the firm can both ekploi
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and increase its resources (Luo, 2002). In thisvyie towards internationalization of financial instittis
(Mahoney and Pandian, 1992) when excess capacitgan differ sharply when the corporate governance
of physical assets, knowledge andhuman expertiseiles and habits are different. Following our seton
exists firm tend toexploit these underused resaurcenypothesis, partially confirmed by our data, we can
by entering foreign markets. This view explains whystate that, in the European context, firms withkoas
firm with valuable resources will have higher lee¢l first  shareholder have lower level  of
international export and international involvement.internationalizationcompared to other firms even if
On the other hand, the firm may choose to enter ime cannot state that bank ownership have any
foreign markets in order to have direct accesseiw n statistically significant impact on the distributiof
resources (Barkema and Vermeulen, 1998). In thisxport. Moreover bank ownership has a positive
case firms will growth internationally mainly effect on foreign direct investments scope. On the
thorough FDI in order to gain control of thesecontrary, confirming similar findings by Tihanyi at
resources.Overall,neither TC economics nor the RB2003), we found that, in an Anglo-Saxon context,
consider the ownership type as a determinant dhstitutional investors promote internationalizatio
overall firm internationalization. even if mainly through foreign direct investments.
Following recent literature (see, for example, Even if these findings add new light to the
Fernandez andNieto, 2006; Tihastyi al, 2000; growing field of research that analyses the
Tihanyiet al, 2003; Lienet al, 2005; Filatotchest al,  relationship  between  corporate  governance,
2007; Bhaumikt al 2010; Hautet al 2013; ownership and international diversification, we are
Oesterlet al, 2013) which has incorporated different aware that there is scope for further refinements a
governance variables in their analysis we haveesearch. Our results should be interpreted with
challenged this view. Our research has considéred t caution. First, we could not include in our an@ys
potential role played by different kind of shareterls  variables measuring the attractiveness of the reiffie
among the determinants of firm international level.country, the relative weight and the overall, crdty
Overall our results seem to confirm our maininstitutional and economic distance between the
assumptions. We believe that these findings do natource and the target country. The importance of
contradict the existing theories of internationatian  foreign activities for firms is probably also affed
but suggest that internationalization theories &hou by these variables and future research should also
not consider firms just as a value maximizing toolcontrol for them. Moreover,we did not consider in
regardless the owners of the firm. Different ownersdepth the role played by the corporate board in
have different risk attitudes and bring to the firmmediating between shareholders and mangers. The
different resources (Carrillo, 2007; Rogers et al.yole of the board directors in monitoring managans
2008). Therefore, it well may be that similar firnis  behalf of shareholders vary accordingly to the
the same industry sector but with different ownersharacteristics of the board and surely this aspect
will have different degree of internationalizatidBy  should be considered in order to have a complet® vi
this point of view, we believe that our main of the effect of corporate governance on intermeatio
conclusion is that family ownership lead to lowerdiversification. Another important extension to the
international diversification levels can contribitea present work could be made by lagging dependent
refinement of both RBV theory and TC economics.variables so to avoid potential problem of
Studies about family firms show that in these firmsendogeneity. Given the lack of data we could not
shareholders tend to appoint executives consideringddress this issue in the present version of tiperpa
also family links rather than just on the basis ofbut we count to improve our analysis gathering new
proven managerial experience and expertiselata in the near future. Finally, it could well theat
(Carpenter andWestphal, 2001; Enriques and Volpimur findings on the Anglo-Saxon corporate
2007). Consequently the overall managemengovernance system depends on country specific
contribution to the development of resources whictactor. An inclusion of US data in the sample would
are valuable, rare and non-imitable is constrainedsurely improve the reliability of our analysis.
This in turn explains why the general relationshipHowever, we are confident that one clear result
between family ownership and foreign sales issmerges from our analysis and it is that the
negative. However, our results show that the effectinstitutional context is an important determinahttee
of ownership over firms’ international strategiesrelationship between ownership and
depend also on the context. Our results highlightethternationalization.
the fact that the much-discussed distinction betwee
the Anglo-Saxon and the European approach tReferences
corporate governance is relevant in this contextt O
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