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EDITORIAL 
 
 The question of who should be responsible 
for pricing decisions has not yet been satisfac-
torily answered. There is only scarce research 
on certain aspects of this topic, which primari-
ly focuses on how much influence the sales 
force should have on pricing decisions. How-
ever, in many companies, there is no clear an-
swer to the question of who should make pric-
es in a company because pricing processes and 
responsibilities are not clearly defined. The 
survey sought to find whether the organiza-
tional position of persons with pricing respon-
sibility (e.g., whether the pricing responsibil-
ity was within the marketing, the sales, or the 
controlling department or with a dedicated 
pricing manager) in European companies had 
an effect on performance measures and on fac-
tors related to the domains of strategy formu-
lation, implementation, organization, and en-
vironment.  
 It was shown by Roll et al. that different 
groups of managers (pricing, marketing, sales, 
and controlling managers) have different 
competencies and approaches regarding dif-
ferent managerial aspects of pricing and there-
fore perform differently in these domains. 
When controllers were responsible for pricing 
decisions, strategic issues were better formu-
lated and important steps were better imple-
mented than in those cases in which control-
lers were not responsible for pricing decisions. 
This positive influence can be explained by 
the analytical way of thinking that is often at-
tributed to controllers. The results are also in 
line with the knowledge that controllers pos-
sess concerning internal processes. 
 Consistent with prior work, the study re-
sults indicate that the delegation of pricing 
responsibility to the sales force can be disad-
vantageous for many managerial and, espe-
cially, performance aspects of a company. The 

reasons for this negative affect on firm per-
formance might be found in the configuration 
of incentive systems. A noticeable result was 
that top management support was lower when 
the sales department was responsible for pric-
ing. Pricing managers seem to have strengths 
regarding aspects of firm organization. Com-
pany revenues were especially higher if pric-
ing managers were responsible. However, the 
causality in this case might be that only com-
panies generating larger revenues have the 
necessary structures and can afford to employ 
specialized pricing managers. The other per-
formance measure that showed significant re-
sults for pricing managers was customer satis-
faction. This indicates that pricing managers 
are more able than others to analyze their cus-
tomers’ willingness to pay and subsequently 
price products higher than their colleagues do. 
By combining competencies and information 
from different organizational divisions at a 
single point in the company, processes are op-
timized and pricing performance improved. 
Consequently, customers will buy the prod-
ucts, but are not happy with the prices. 
 The implications of this study are that op-
timized processes and improved pricing per-
formance can be achieved by combining the 
competencies of people from different func-
tional areas. A cross-functional approach on 
marketing issues such as pricing can be very 
successful, even though it might be time-
consuming and difficult. Pricing as a manage-
rial challenge of high importance is too com-
plex to leave it to just one department. The 
combination of knowledge from different 
functional areas of a company under the um-
brella of one dedicated pricing manager seems 
to be a good solution. It is important, however, 
to clearly define competencies and responsi-
bilities for a group of different managers that 
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is working on pricing issues in order to avoid 
frustration or misunderstandings. 
 The recent European financial crisis has 
become one of the most common issues in the 
global news agenda. Apart from the economic 
downturn, it has also affected international 
trade and the presence of national products in 
foreign markets. The paper by Zaris and Di-
makakos aims to empirically investigate the 
impact of mass media on the behavior of Brit-
ish and German consumers, regarding the pur-
chase of Greek products, and to identify 
whether media exposure can be considered as 
an antecedent that causes or increases the con-
cepts of consumer ethnocentrism and consum-
er animosity. Additionally, it analyses the cor-
relation between media exposure and the 
country-of-origin effect.  
 The results indicated that the two-year 
media coverage on Greece’s debt crisis had a 
significant impact on the British and German 
consumers’ behavior. More specifically, alt-
hough consumers did not show any animosity 
feelings, consumer ethnocentrism made them 
reluctant in purchasing them. Furthermore, 
despite the fact that British and German con-
sumers had a positive view of Greek products, 
a significant portion was not well informed 
about them.  
 The aforementioned findings are extreme-
ly important for companies that operate under 
conditions of economic instability, and expe-
rience a decline in the domestic market. For 
such companies, exporting is perhaps the only 
way to increase their sales. Therefore, a better 
knowledge of foreign consumers’ behavior 
(and not the country’s behavior) could be a 
powerful tool for Greek companies so as to 
promote their goods more efficiently. Moreo-
ver, a systematic co-operation between the 
firms’ managers, the commercial associations, 
and the Greek government is recommended in 
order to enhance the country’s image in the 
foreign markets. 
 Manufacturing plays a vital role in the 
economic health of a country, and therefore, 

building the appropriate environment and ap-
plying policies for firms to survive and flour-
ish is of utmost importance for the country’s 
economy. The competitiveness of a country’s 
manufacturing sector is critical for its eco-
nomic prosperity and growth. Intense compe-
tition in global and local markets urges firms 
to improve their competitiveness.  
 The study by Voulgaris et al. investigates 
the systematic differences between exporting 
and non-exporting firms, based on the as-
sumption that an exporting firm is a competi-
tive firm. The authors use firm-level financial 
data of Greek manufacturing firms from ran-
dom sample of 335 listed and non listed firms 
with the highest sales, from the two most im-
portant in terms of exports, manufacturing 
sectors, in Greece, i.e. Food & Beverages and 
Textiles, covering a period of 11 years (2000-
2010). The study attempts to identify the criti-
cal factors of exporting firms and to detect if 
there exist any differences among the two sec-
tors. The methodology used is a binary logit 
regression models on all firms (335) of the 
sample (exporting and non-exporting), and 
one for each sector using as dependent binary 
variable exporting activity and as independent 
variables financial ratios. A qualitative model 
is also estimated based on both financial and 
qualitative data which are derived from ques-
tionnaires addressed to 100 firms.  
 Descriptive statistics pinpoint the financial 
and managerial characteristics of the exporting 
firms in those sectors and show significant 
differences between exporting and non-
exporting firms, suggesting that exporting 
firms are younger, smaller, have higher labor 
productivity, lower financial leverage, and 
lower domestic market share vs. the non-
exporting firms. 
 The results of the logit regression models 
suggest that age, size, effective management 
of production expenses, sales growth, invento-
ry control, and moderate liquidity have a con-
siderable impact on a firm’s ability to export. 
Profitability is inversely related to exports, 
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suggesting that firms in those traditional sec-
tors compete on low pricing and that they 
have to be efficient to survive. It is proven that 
for low technology industries, such as F&B 
and textiles, the inability to exploit monopolis-
tic power leads them to a greater level of ex-
port involvement. So the results indicate that 
Greek manufacturers view exporting activity 
as a residual activity in the period under study. 
 The results also indicate that exporting 
firms must have a low reliance on debt. Greek 
exporters are light manufacturers with low 
value added products, due to low fixed assets 
because of constrains in financing and the 
small size of the domestic market. In terms of 
management and strategic characteristics, fac-
tors that are found to increase exportability, 
are foreign firm affiliation and cooperation, 
size, low cost imported raw material, and use 
of e-commerce. However, innovation and new 
technology does not seem to affect Greek ex-
ports of food, beverages, and textiles firms, 
since they mainly compete through low pric-
ing.  
 Due to the economic crisis, customers’ 
preferences have changed, turning towards 
low priced quality products. Competition has 
been increased from firms which, originally 
coming from low cost countries (BRIC), have 
become now industrialized, investing in de-
veloped economies through FDI and thus im-
proving fast the quality of their products 
through application of west technologies, 
providing low cost quality products. Greek 
firms have to compete now with those firms in 
the export market. 
 Small and medium size firms focusing in 
market niches innovate and broaden their 
markets globally. This applies to Greek ex-
ports. Non-price competitiveness introduces 
product differentiation that improves quality 
and characteristics of exports. Low cost is im-
portant, but not without elements of differenti-
ation. In the food and beverages sectors, firms 
should focus on quality products differentiated 
with new tastes and healthy food characteris-

tics. In the textiles industry, firms that have 
succeeded in producing differentiated and 
quality products with the use of international 
partners cooperation are the ones that will sur-
vive and grow. 
 For policy makers, our results suggest that 
exporting firms should be supported by the 
State through easy access to financing for 
fixed assets investments in new technology 
and innovation, through lower taxes, lower 
bureaucracy, and improvement in the quality 
of physical infrastructure. However, the re-
covery of the lost competitiveness of the 
Greek economy can be achieved not only from 
exporting firms, but through the transferring 
of productive resources from public services 
and commerce to firms with export orientation 
and exportable goods and services. At the 
same time, along with the shrinking of the 
public sector, important structural changes are 
needed, such as labor and product markets 
flexibility and the provision of incentives for 
investments in sectors with strong export ori-
entation. 
 During the last decades, the rivalry in the 
retail sector seems to be more intense through 
the integration of information and communi-
cation technologies (ICT). Nowadays, the high 
level of competition in the textile and clothing 
sector, combined with the financial crisis, 
have contributed to the reduction in both the 
profit margin and the size of the sector. In this 
context, the perceived value has become a 
fundamental construct in commercial distribu-
tion, being both a consequence and an ante-
cedent of key behavioral variables in retail 
operations. In this framework, the present 
study by Gil-Saura et al. tries to analyse the 
effects of the changes of dynamic variables 
like the ICT in the point of sales, on perceived 
value, commitment, and loyalty. The starting 
point of this study is the evidence of previous 
studies about the significance of the factors 
that influence this process. Additionally, the 
authors intend to detect the possible differ-
ences between the generated perceptions of 
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conclusions, to the supplier efforts in order to 
provide sustainable competitive advantages 
through the development of management sys-
tems and business differentiation, based on 
client orientation and, more specifically, on 
the delivery of value. 
 The results corroborate the effects of per-
ceived value on commitment and loyalty, alt-
hough perceived value does not seem to be 
influenced by ICT. With all that, it can be 
concluded that in order to maintain in the 
market, the suppliers have to deliver a pro-
posal of value to the consumer in order to at-
tract the consumer, induce the purchase, and 
foster loyalty. This process can be achieved 
through the creation of functional–quality, 
price-, emotional, and social links. However, 
not all of them act with the same intensity. 
According to the study results, the effect of 
emotional value on total value and commit-
ment is stronger than that which is produced 
by the other types of value. Therefore, the au-
thors perceive as possible implications for the 

retail companies the concentration of their ef-
forts on investing in the resources that im-
prove customer’s experience in the point of 
sale. These resources can be developed 
through increased staff training in the store, 
with a true vocation towards customer orienta-
tion, service customisation, and interpersonal 
relationship.  
 Finally, in this study the authors found that 
nationality factor affects the behaviour of the 
model variables, pointing towards a possible 
moderating effect. Perhaps, the non-
significant effect of ICT can be explained by 
the significant differences found in the empir-
ical research between the two customer pro-
files of nationality. All the above constitutes a 
new perspective in the analysis of relation-
ships between customers and stores of cloth-
ing and footwear. 
 

Erdener Kaynak 
Editor-in-Chief 
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Pricing Responsibility Matters - On the Impact of Pricing 
Practices on Corporate Performance 

 
Oliver Roll 

Jeannine Budelmann 
Lars Hendrik Achterberg 

 
 

ABSTRACT. The question of which department should be responsible for pricing deci-
sions is only scarcely researched, even though of critical importance. Our survey is the 
first to investigate whether the organizational position of persons with pricing responsibi-
lity had an effect on performance measures and on management-related factors. It was 
shown that different groups of managers (pricing, marketing, sales, and controlling ma-
nagers) have different competencies regarding different managerial aspects of pricing. 
The implications of this study are that optimized processes and improved pricing perfor-
mance can be achieved by combining the competencies of people from different functio-
nal areas. 

 
KEYWORDS. Pricing, organization, managerial capabilities, corporate performance  
 

INTRODUCTION 
 

Pricing decisions are among the most im-
portant and difficult managerial activities. 
Too high prices can result in demand losses, 
excess capacities, and profit losses due to 
missed sales opportunities (Lancioni, 2005), 
while too low prices represent losses due to 
the cession of value to the customer (Dutta, 
Zbaracki, & Bergen, 2003).  

Even though pricing constitutes only one 
part of the marketing-mix, it is enormously 
important for practitioners because of its di-
rect influence on company revenues. A 5% 

augmentation of prices results in an average 
22% increase in operating profits, which far 
exceeds other management tools (Hinterhu-
ber, 2004). Still, management attention is 
mostly focused on cost reduction programs, 
even though the potentials of cost reduction 
have decreased (Marn, Roegner, & Zawada, 
2004). It should be noted as well that the im-
plementation of pricing decisions can be done 
relatively quickly and easily (Lowengart & 
Mizrahi, 2000), but pricing is still the least 
controlled element of the marketing mix 
(Uslay, Malhotra, & Allvine, 2006).                   
Much of the current literature on price man- 
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agement deals with methodological questions, 
extracting different price-setting methods, and 
trying to find the best method to set prices for 
certain groups of companies (e.g., Noble & 
Gruca, 1999; Tellis, 1986). The focus of this 
stream of research is to determine which 
price-setting strategies (such as cost-plus pric-
ing, competition-based pricing, or value pric-
ing) are used in practice  
and whether certain strategies are better than 
others. Different types of companies are con-
sidered and recommendations are made de-
pending, for example, on a company’s size, 
economic conditions, and industry (e.g., No-
ble & Gruca, 1999; Rao & Kartono 2009). 

Another stream of research concerns the 
question of how these methods can best be 
implemented on the organizational level. 
However, the question of who should be re-
sponsible for pricing decisions has not yet 
been satisfactorily answered. There is only 
scarce research on certain aspects of this topic 
(Homburg, Jensen, & Hahn 2012; Krohmer, 
Homburg, & Workman, 2002), which primar-
ily focuses on how much influence the sales 
force should have on pricing decisions 
(Bhardwaj, 2001; Frenzen, Hansen, Krafft, 
Mantrala, & Schmidt, 2010; Hansen, Joseph, 
& Krafft, 2008; Kissan, 2001; Lal, 1986; Ste-
phenson, Cron, & Frazier, 1979). 

This paper aims at contributing to the 
closing of this research gap. The base of this 
analysis has already been set by Oxenfeldt 
(1973), who claimed that executives face “a 
highly competitive and complex business en-
vironment,” meaning that different influential 
factors on persons with pricing responsibility 
need to be considered. There has been re-
search on organizational influencing factors 
(such as management attitudes) in the specific 
case of export pricing (Myers, Cavusgil, & 
Diamantopoulos, 2002). Our survey sought to 
find whether the organizational position of 
persons with pricing responsibility (e.g., 
whether the pricing responsibility was within 
the marketing, the sales, or the controlling 
department, or with a dedicated pricing man-

ager) in European companies had an effect on 
performance measures and on factors related 
to the domains of strategy formulation, im-
plementation, organization, and environment. 
These domains are derived from the strategic 
management concept proposed by Farjoun 
(2002) and adapted to the pricing strategy 
formulation case. The paper contributes to the 
existing stream of literature in two ways: 
while existing studies examining performance 
measures mainly focus on the role of the sales 
department, we also considered marketing, 
controlling, and pricing managers. By split-
ting pricing into the different steps of a man-
agement process, we were also able to differ-
entiate pricing competencies in the different 
departments, thereby allowing for a deeper 
understanding of the competencies needed in 
and provided by the different departments at 
each step of the process. 

The remainder of this paper will be orga-
nized as follows: a brief overview of existing 
literature about the organizational aspects of 
pricing shall be given, which will be followed 
by a hypothesis development. After the meth-
ods and results of this study are presented, a 
discussion of the results will follow, and limi-
tations of the study and potential for future 
research will be examined. 

PRICING AS A MANAGEMENT 
PROCESS 

 
In this paper, we adopt the view of price 

management as a process. In a conceptual pa-
per, Farjoun (2002) describes the different 
and interacting factors of the management 
process as strategy formulation, strategy real-
ization and implementation, firm environ-
ment, firm organization, and firm perfor-
mance. In this study, this process perspective 
on management is used for hypothesis crea-
tion and questionnaire development. Man-
agement processes are needed for and can be 
observed in the context of many different ac-
tivities of the firm, such as operations man-
agement or price management. From a pricing 
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the external firm environment also influences 
strategy. The firm environment is modeled by 
external actors with their respective attributes, 
behaviors, strategies, relationships, and per-
formances. It also comprises developments, 
forces, and discontinuities (Farjoun, 2002). 
For the price management process, these ac-
tors can be competitors or customers whose 
relationships with other actors and decisions 
can be important in their behavior towards a 
firm. A thorough analysis of the external firm 
environment is therefore crucial for well-
informed and successful pricing decisions. 

Performance as the fifth and last factor in 
the above-described management process per-
spective has a short- and long-term compo-
nent (Chaganti & Damanpour, 1991; Farjoun, 
2002), and it can have financial and non-
financial attributes. Ideally, firm performance 
is increased by a successful implementation 
of management processes. Controlling is nec-
essary in order to ensure high performance. 
Price controlling comprises, for example, the 
monitoring of price indices, sales perfor-
mance, and subjective customer price satis-
faction. During the controlling stage, the right 
systems and analytical tools must be imple-
mented to identify deviations from pricing 
objectives. 

The management of pricing decisions is 
important for a company’s revenue. There-
fore, the question of who should be mainly 
responsible for pricing is of critical im-
portance. The following section will elaborate 
on the literature given to this question. 

PRICING RESPONSIBILITY 
 
The question of which division should be 

responsible for pricing decisions has only 
scarcely been researched (Homburg, Jensen, 
& Hahn, 2012) despite its critical importance. 
In literature, the departments that are claimed 
to have the most influence on pricing deci-
sions are Marketing (Atkin & Skinner, 1976), 
Sales (Atkin & Skinner, 1976; Krafft, 1999; 
Mishra & Prasad, 2005), Controlling, and 

Pricing Managers (Carricano, Trinquecoste, 
& Mondejar, 2010). However, in many com-
panies, there is no clear answer to the ques-
tion of who should make prices in a company 
because pricing processes and responsibilities 
are not clearly defined. Cleary, different de-
partments do and should have a certain influ-
ence on the pricing decisions of a company. 
For our purpose, the responsibility of one de-
partment shall be defined as the highest de-
gree of influence on pricing decisions among 
the different departments. 

There are two scientific approaches that 
can be found in the literature dealing with 
pricing and its respective responsibilities: 
modeling and empirical studies. Most of the 
theoretical and empirical work on this topic 
focuses on the question of whether the sales 
department should be given pricing authority 
(e.g., Krafft, 1999; Mishra & Prasad, 2005) 
and which degree of authority fits what situa-
tion best.  

Modeling analysis generally favors the 
delegation of pricing to the sales force. By 
using an agency theory framework, it has 
been shown that pricing responsibility should 
be delegated in the case of information 
asymmetries, meaning that the sales repre-
sentative has more information than the sales 
manager (Lal, 1986). In a game theoretical 
analysis, Bhardwaj (2001) also found that un-
der intense price competition, firms delegate 
pricing authority to the sales representatives. 
Given that empirical results hinted that pric-
ing authority should not always be delegated 
to the sales force, Kissan (2001) developed 
and analyzed a new theoretical model and 
found that the question of whether or not to 
delegate full pricing authority to the sales 
force depends on specific environments, and 
that in some cases, limiting price authority is 
the best strategy.  

It has been criticized that most of the ex-
isting modeling research on price delegation 
has focused on monopoly markets (Mishra & 
Prasad, 2005). However, even the authors 
criticizing these methodological shortcomings 
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only made contributions based on the analysis 
of a duopoly (Mishra & Prasad, 2005) or even 
with the exclusion of competition from their 
models (Mishra & Prasad, 2004).  

Contrary to these propositions, which are 
based on modeling approaches, there are em-
pirical results showing that companies who 
give the highest degree of pricing authority to 
their sales force generate the lowest sales and 
profit performance (Stephenson et al., 1979). 
Companies with a lower degree of pricing lat-
itude had the highest rate of sales growth. 
Additionally, the above authors found that in 
29% of the researched companies, sales peo-
ple had no permission to deviate from list 
prices, while in 48%, sales representatives 
could deviate from list prices to a certain de-
gree. In 23% of the companies, sales people 
were given a high degree of pricing authority. 
They were only controlled by a commission 
system based on gross margins. A newer em-
pirical study surveyed German companies 
from the industrial machinery and electrical 
engineering industries (Frenzen et al., 2010). 
Figures differed, but contrary to the above-
mentioned study, the authors divided compa-
nies into four groups: 8.3% of the companies 
did not delegate pricing authority to the sales 
force; 22.7% gave sales people limited pricing 
authority; and 58% delegated a “substantial 
degree” of pricing authority, while 11% com-
pletely delegated pricing authority to the sales 
force (Frenzen et al., 2010). The authors con-
clude that for the majority of companies, del-
egating a substantial part of pricing authority 
to the sales force is the most successful strat-
egy. Differences in the findings by Stephen-
son et al. (1979) are attributed to a time gap of 
30 years. The authors argue that information 
technologies have improved significantly 
since that time and that sales people can be 
more informed and get up-to-date information 
today more easily than in earlier days. Anoth-
er aspect is the different industries that have 
been researched. Stephenson et al. (1979) 
studied wholesale firms, while the sample of 
Frenzen et al. (2010) consisted mainly of 

manufacturing businesses. A third study 
found that 28% of the companies gave no 
pricing authority to the sales force, while 61% 
limit pricing authority to sales people. Only 
11% of the companies gave full pricing au-
thority to the sales representatives (Hansen, 
Joseph, & Krafft, 2008). Empirical results 
thus do not provide a homogenous answer to 
the question of whether the sales force should 
be given pricing authority. 

In order to overcome shortcomings that 
can occur when pricing authority is delegated 
to the sales force, the role of motivation and 
control systems is stressed (Hansen, Joseph, 
& Krafft, 2008; Kissan & Thevaranjan, 1998). 
Companies monitoring their sales force are 
more likely to delegate pricing authority to 
the sales people (Hansen, Joseph, & Krafft, 
2008). Even though there is some research on 
whether or not the sales department should be 
responsible for pricing decisions, it was not 
until 2012 that Homburg, Jensen and Hahn 
(2012) asked the question of whether  respon-
sibility should be in the sales department at 
all.  

To summarize, apart from studies focus-
ing on the question of whether or not to give 
sales people responsibility to make pricing 
decisions and two studies that considered that 
pricing responsibility could also lie within 
other organizational hands, to our knowledge, 
there is no study focusing on the question of 
how members of different departments act 
differently, and therefore whether certain as-
pects make people more qualified for pricing 
responsibility than others. While the generali-
zation of some of the existing studies’ results 
is limited due to the focus on different indus-
tries or countries, this study aims at a broader 
view by examining a European sample with 
companies from different industries. 

HYPOTHESES 
 
For the historical case of electricity pric-

ing, it has already been shown that differences 
between engineers and businessmen exist in 
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the way that they approach organizational 
problems and particular pricing issues 
(Hausman & Neufeld, 1989). It is acknowl-
edged that a specific manager’s experience is 
increased in certain domains through training 
and job assignments, while it is withheld in 
other domains (Mezias & Starbuck, 2003), 
and therefore managers cannot be seen as a 
homogeneous population (Van Rossem & 
Van Veen, 2011). It has been shown that dif-
ferent groups of managers (e.g., Marketing or 
HR managers) are differently aware of vari-
ous management concepts, meaning that those 
concepts dealing with their own functional 
area are much better known than those related 
to other areas (Van Rossem & Van Veen, 
2011). The theoretical underpinning for these 
empirical findings can be found in the concept 
of mental models, which are formed by peo-
ple based on their respective interactive envi-
ronment (Norman, 1990). Different academic 
disciplines have different bodies of 
knowledge as well as different methods to 
explore knowledge, which may have an influ-
ence on the mental models of different people 
(Zhang & Chignell, 2001) or groups. If teams 
are formed deliberately, as is the case for 
companies who are looking for a new member 
of the controlling department, for example, 
the methods for recruiting and selection crite-
ria ensure that the work habits, attitudes, and 
values of the new employee match the exist-
ing team’s mental model. Mental models are 
created and shaped through training and edu-
cation and can influence the way conceptual 
understandings or causal relationships are 
perceived and applied. They reflect organized 
knowledge, internalized beliefs, assumptions, 
and perceptions (Klimoski & Mohammed, 
1994). Unfortunately, there is no clear under-
standing of the effects of the core knowledge 
base of a profession on the organizational as-
pects of companies (Malhotra & Morris, 
2009). Given these differences in mental 
models among different disciplines, it is as-
sumed here that managers from some depart-
ments might be more able than others to make 

pricing decisions. As an example, managers 
with a lot of experience in marketing will, 
therefore, have a common mental model on a 
variety of managerial issues. This mental 
model, in turn, will differ from the one that 
controlling managers have on the same issues. 
This leads to the following hypothesis. 
 
Hypothesis 1 

Different groups of managers will have 
different competencies and approaches and 
will therefore perform differently regarding 
the five components of the strategic pricing 
management process.  

The controlling department is usually in 
charge of company-wide performance 
measures in order to monitor the achievement 
of strategic goals as well as short-term per-
formance. By definition, members of control-
ling departments need to be equipped with 
good logical, diagnostic (Sorensen, 2007), 
and analytical skills (Weber & Schäffer, 
2008) and spend much of their time analyzing 
figures and developing adequate controlling 
tools. They are characterized as being objec-
tive, emotionally detached, and paying atten-
tion to details (Baldvinsdottir, Burns, 
Nørreklit, & Scapend, 2009). It can be as-
sumed that controllers know a great deal 
about costs and are equipped with knowledge 
about internal processes. Therefore, commu-
nication and negotiating skills are of im-
portance (Sorensen, 2007). Because of the 
process focus on internal aspects, it can be 
argued that controllers do not have a customer 
focus enabling them to determine customer 
needs and wishes. Consequently, they might 
not be able to communicate value to custom-
ers. Therefore, we hypothesize the following 

 
Hypothesis 2 

If the pricing responsibility lies within the 
controlling department, strategic issues (as 
measured through the variables composing 
the two steps of strategy formulation and 
strategy implementation of the strategic pric-
ing management process) will be better 
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solved than if the responsibility lies within 
another department. On the other hand, as-
pects from the firm environment (as measured 
by the items composing the construct of firm 
environment) will be less understood. 

As far as the question is concerned which 
implications the pricing responsibility at the 
level of the sales force has, there are different 
theoretical and empirical indications. 

Due to the closeness of the sales depart-
ment to the market and the customer (Batteau, 
2000), the sales department is assumed to be 
better informed about local market conditions 
and consumer needs and willingness to pay 
and thereby enabled to determine prices that 
are profitable for the company (Frenzen et al., 
2010; Slater & Olson, 2000). There is empiri-
cal evidence that, compared to the marketing 
department, the sales department has a higher 
market knowledge (Homburg & Jensen, 
2007).  

In contrast to the marketing department, 
sales agents are assumed to have a short-term 
focus (Cespedes, 1995; Kotler, Rackham, & 
Krishnaswamy, 2006), which is primarily on 
revenue (Montgomery & Webster, 1997). 

On the strategic level, sales managers are 
said not to set sales objectives consistent with 
specified marketing strategies for certain 
products (Strahle, Spiro, & Acito, 1996). 

There is empirical evidence that the de-
gree of delegation of pricing authority to the 
sales force is positively correlated with busi-
ness unit performance. This effect is even 
strengthened in case of information asym-
metry and market-related uncertainty (Fren-
zen et al., 2010). On the other hand, there are 
empirical indications showing that companies 
in which sales people have the highest degree 
of pricing autonomy performed the worst as 
far as sales and profit were concerned (Ste-
phenson et al., 1979). Using modeling ap-
proaches, it has been shown that salespeople 
do not in all contexts make the best pricing 
decisions for their company (Kissan, 2001). 
This leads to the following hypothesis. 
 

Hypothesis 3 
The responsibility of a sales manager for 

pricing decisions will positively influence his 
understanding of the firm’s environment (as 
measured by the items composing the con-
struct of firm environment), while strategic as 
well as organizational issues (as measured by 
the following aspects of the pricing manage-
ment process: strategy formulation, strategy 
implementation, and firm organization) will 
be poorly treated. We hypothesize that firm 
performance will be worse if a sales manager 
has the main pricing responsibility than if the 
sales manager has no pricing responsibility. 

Even though research on the formal edu-
cation of marketing managers is scarce (Mas-
sey & Dawes, 2007), managers working in the 
marketing department are said to have ac-
quired much knowledge around customers 
and markets, while not having very much ex-
perience as far as financial aspects (e.g., 
costs) are concerned (Mezias & Starbuck, 
2003). Still, it has been shown that a compa-
ny’s profitability is positively impacted if 
pricing authority is shifted from the sales to 
the marketing department (Jensen & Hom-
burg, 2008). It is also claimed that compared 
to sales, the marketing department has a long-
term focus (Cespedes, 1995) and is rather 
margin-oriented (Montgomery & Webster, 
1997). Furthermore, the customer (Webster, 
1997) and implementation focus of marketing 
(Day, 1999) has been emphasized. 
 
Hypothesis 4 

All five components of the strategic pric-
ing management process, namely strategy 
formulation and implementation, as well as 
firm performance, organization, and 
knowledge about the firm environment, will 
be positively influenced by the presence of a 
marketing manager as a person with pricing 
responsibility. 

In literature, the implementation of a pric-
ing manager or pricing team has been put 
forward (Carricano et al., 2010). The idea be-
hind this concept is that pricing is a complex 
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process that needs input from different de-
partments of a company. Therefore, it is nec-
essary to implement one position in the com-
pany that collects, integrates, and communi-
cates the relevant information. Ideally, infor-
mation flows can be optimized and compe-
tencies centralized. This should lead to an im-
proved pricing performance with optimal re-
sults in all relevant aspects, which leads us to 
the following hypothesis. 
 
Hypothesis 5 

If a pricing manager or team is responsi-
ble, companies will perform better in all five 
aspects of the strategic pricing management 
process than if no pricing manager or team 
was present. 

METHODOLOGY AND SAMPLE 
 

In order to reach persons responsible for 
pricing from companies throughout Europe, 
we used a self-administered internet survey as 
a means of data collection. This method has 
been growing in importance in organizational 
research (Simsek & Veiga, 2001).  

With the help of the newsletters of two 
well-known management journals and per-
sonal invitations, which is a common method 
in business research (e.g., Van Rossem & Van 
Veen, 2011), a questionnaire was made 
known to a wide range of managers. We were 
thereby able to administer a cross-national 
data set, which increases the generalizability 
of our results across different countries 
(Krohmer et al., 2002). 

The questionnaire used was composed of 
20 items assigned to the five components of 
the strategic pricing management process 
(Strategy Formulation, Strategy Implementa-
tion, Firm Performance, Firm Environment, 
Firm Organization) described above. The 
items were formulated as statements. Re-
spondents indicated their level of agreement 
with these statements by choosing an answer 
on a 5 point Likert Scale (1 = totally agree, 5 
= totally disagree). Furthermore, one section 

of the questionnaire asked who was responsi-
ble for pricing in the respective company. In 
the following section, performance measures 
relative to competitors were requested. The 
assessment of relative performance instead of 
absolute performance figures is widely used 
in literature (e.g., Frenzen et al., 2010; Kro-
mer, Homburg, & Workman, 2002) and has 
the advantage that an appropriate frame of 
reference is given (Kromer, Homburg, & 
Workman, 2002). Perceptual instead of objec-
tive measures were used to assess perfor-
mance, which is a common practice in litera-
ture (e.g., Hooley, Greenley, Cadogan, & 
Fahy, 2005; Kaynak & Kara 2004; O'Sullivan 
& Abela, 2007; Totzek & Alavi, 2010; 
Verhoef & Leeflang, 2009). The question-
naire was developed in cooperation with a 
practitioner-oriented professional pricing so-
ciety in order to identify the aspects of the 
different steps of the pricing process that are 
relevant to decision makers. After designing 
the questionnaire, it was discussed and pre-
tested with five pricing experts in order to 
make sure that it is understandable and rele-
vant. 

We obtained 116 responses, one of which 
had to be excluded from further analysis due 
to his profession (student) and another one 
due to the fact that the manager and his com-
pany were situated in the US (the focus of this 
study is to identify organizational factors of 
European pricing). Only questionnaires with 
fewer than five missing values in the section 
related to the components of the strategic 
pricing management process (Strategy For-
mulation, Strategy Implementation, Firm Per-
formance, Firm Environment, Firm Organiza-
tion) were included. This led to a sample size 
of N = 85.  

Respondents were asked whether they 
were operating in B2B or B2C markets. It was 
possible to tick both responses at a time. It 
can be seen from Table 1 that most companies 
(65.9%) in our sample dealt with business 
customers. To test for normal distribution, the 
Kolmogorov-Smirnov-Test was employed 
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and the null-hypothesis was rejected with a 
significance level of p = 0.05, meaning that 
the observations are not normal. 

 

Type of Busi-
ness 

Frequency 
Percent of To-

tal Sample 

B2C 16 18.8 

B2B 56 65.9 

B2C and B2B 11 12.9 

 
Table 2. Descriptive Statistics Relating to the 

Distribution of Managers (N = 143) 

Position Frequency 
Percent of Total 

Sample 

Pricing Manager 47 32.9 

Marketing 37 25.9 

Sales 36 25.2 

Controlling 14 9.8 

Others 9 6.3 

 
It is therefore imperative to use a non-

parametric test. In order to test the influence 
of binary variables on the variables represent-
ing the different aspects of the pricing pro-
cess, the Kruskal-Wallis test was used in 
combination with a Chi-square test at a signif-
icance level of p = 0.05. 

 
RESULTS 

 

Respondents were asked who was mainly 
responsible for pricing decisions in their or-
ganization. It was possible to tick more than 
one box. It can be seen from Table 2 that in 
most companies, a pricing manager or a pric-
ing team was responsible for pricing deci-
sions, closely followed by Marketing and 
Sales. 
 In the following paragraphs, the 
hypotheses regarding different types of 
managers are examined. The four 

organizational possibilities of pricing 
responsibility are examined separately, and 
the results of the influence on the five aspects 
of the strategic management process are 
reported.  
 Of the 20 questionnaire items, 15 yielded 
significant results. Table 3 reports the results 
of the Kruskal-Wallis Test for those items for 
which significant results could be obtained. 
Each item is studied independently because 
the aim was an in-depth understanding of the 
strengths and weaknesses of each 
organizational group. 
 
Hypothesis 1 
 The table shows clearly that the first hy-
pothesis can be accepted, which stated that 
different groups of managers will have differ-
ent competencies and approaches and there-
fore perform differently regarding the five 
components of the strategic pricing manage-
ment process. Competencies are very broadly 
spread and are now examined in more detail. 
 
Hypothesis 2 
 Regarding the relationship between the 
pricing management process and Controllers 
as the main persons responsible for pricing 
desisions, which was expressed in hypothesis 
2, significant results could be found for the 
two strategy-related constructs of the process 
(Strategy Formulation and Strategy Imple-
mentation).  
 As was hypothesized, strategic issues 
were better formulated and important steps 
were better implemented than in those cases 
in which Controllers were not responsible for 
pricing decisions.  In the Strategy Implemen-
tation step, controllers were the only group 
which seemed to have a positive interrelation 
with implementation. The responsibilities of 
pricing managers and sales were both associ-
ated with negative performance in this do-
main. The hypotheses that a firm’s environ-
ment would be less understood and organiza-
tional issues less developed were rejected.  
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Table 3. Results of the Kruskal-Wallis Test: Mean Ranks and Significance Levels (in brackets) 

Level of significance: *p < 0.05, **p < 0.01 

Hypothesis 3 
Concerning the sales department, it has 

been hypothesized that all steps of the pricing 
management process would be implemented 
worse in the presence of sales than if sales had 

no pricing responsibility, except for the con-
struct of firm environment. The testing of this 
hypothesis showed that there were significant 
results for Strategy Implementation, Firm Per-
formance, Firm Environment, and Firm Or-

Operationalization of the Five Components of the 
Strategic Pricing Management Process 

Controlling Sales Marketing 
Pricing Manager / 

Team 

Strategy Formu-
lation 

Formulation of Clear Targets 
for Each Market Segment 

27.07** 
(0.006) 

   

Avoidance of Grey Markets 
19.40* 
(0.024) 

   

Strategy Imple-
mentation 

Implementation of Price Tar-
gets for Sales People 

30.96* 
(0.048) 

  
46.80* 
(0.038) 

Link between Sales Compen-
sation System and Pricing 
Goals 

24.29** 
(0.003) 

   

Top Management Support  
48.56* 
(0.040) 

  

Firm Perfor-
mance 

Higher Customer Satisfaction 
Than Competition 

   
49.37** 
(0.001) 

Revenue  
33.00* 
(0.019) 

 
46.44** 
(0.001) 

Firm Environ-
ment 

Understanding of Competi-
tors’ Market Reactions 

  
50.32* 
(0.012) 

 

Good Signaling Systems for 
Price Changes 

  
50.38** 
(0.008) 

 

Installation of a Systematic 
Competitor Price Watch 

 
49.01* 
(0.031) 

  

Firm Organiza-
tion 

Implementation of Clear Dis-
count Guidelines 

 
49.19* 
(0.016) 

 
35.79** 
(0.006) 

Monitoring of Effects of Spe-
cial Promotions 

 
50.69** 
(0.000) 

46.24* 
(0.032) 

32.19** 
(0.001) 

Clearly Defined Methods for 
Price Setting 

  
49.18* 
(0.035) 

 

Monitoring of Adherence to 
Discount Guidelines 

 
50.71** 
(0.006) 

  

Implementation of Relevant 
KPIs 

 
50.33** 
(0.008) 
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ganization, showing that if sales was mainly 
responsible for the pricing decisions, all these 
four parts of the pricing management process 
were performing worse, compared to the case 
in which no sales manager was involved in 
pricing decisions. The fact that Firm Perfor-
mance was negatively affected by the pres-
ence of a sales manager has to be emphasized, 
especially in relation to the results concerning 
pricing managers that will be described below. 
Likewise, the bad performance regarding Firm 
Environment should be accentuated. Concern-
ing Firm Organization, the negative perfor-
mance has to be put forward, especially be-
cause sales performed worse than any other 
group in this aspect. This means that four of 
the constructs that were used to describe Firm 
Organization were negatively affected by the 
responsibility of sales, compared to one that 
was negative for marketing managers and one 
that was positively affected by a pricing man-
ager. 
 
Hypothesis 4 

Hypothesis 4, concerning the influence of 
marketing managers, has to be rejected. Sig-
nificant results could only be found for firm 
environment and firm organization, for which 
the pricing responsibility of a marketing man-
ager had negative consequences. The only 
other group for which significant results could 
be found for Firm Environment was sales, 
which was also found to negatively influence 
aspects relating to Firm Environment. It is no-
ticeable that marketers performed badly con-
cerning market-related variables. Only sales 
also performed badly in this domain, while no 
significant results could be found for control-
ling and pricing managers. 
 
Hypothesis 5 

Hypothesis 5 regarding the responsibility 
of a pricing manager could be accepted for 
aspects regarding Firm Organization and 
company revenue, which is part of the Firm 
Performance construct. The other significant 

performance measure, customer satisfaction, 
was worse if a pricing manager was responsi-
ble for pricing than in cases in which no pric-
ing manager was responsible. Also contrary to 
the expectations, one construct regarding 
strategy implementation was also negatively 
affected by the presence of a pricing manager 
or team. 

 
DISCUSSION 

 
It has been shown that marketing and sales 

have a huge influence in firms in general 
(Homburg, Workman, & Krohmer, 1999) and 
for the case of pricing decisions in particular 
(Krohmer et al., 2002). A new perspective is 
added by our results in that the majority of the 
firms surveyed had a pricing manager as the 
responsible person for pricing issues. Howev-
er, managers from the marketing and sales de-
partments were often responsible for pricing 
as well. All other managerial domains seem to 
have only a very limited influence on pricing 
decisions. 

We could show that different groups of 
managers (pricing, marketing, sales, and con-
trolling managers) have different competen-
cies regarding different managerial aspects of 
pricing. As Becker (1962, 1975) argues, there 
are differences in the Human Capital of differ-
ent groups of employees. This is probably due 
to the fact that people in different functional 
areas have different skills, resources, and ca-
pabilities (Ruekert & Walker, 1987) which are 
influenced by training and job assignments 
(Mezias & Starbuck, 2003). Group mental 
models are thereby formed, which influence 
ways of thinking and approaching problems. 

The positive influence of the presence of a 
controller on strategy formulation and imple-
mentation can be explained by the analytical 
way of thinking that is often attributed to con-
trollers. The results are also in line with the 
knowledge that controllers possess concerning 
internal processes. 
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Consistent with prior work (Stephenson et 
al., 1979), our results indicate that the delega-
tion of pricing responsibility to the sales force 
can be disadvantageous for many managerial 
and, especially, performance aspects of a 
company. When the sales department was re-
sponsible for pricing decisions, this resulted in 
lower revenues than if Sales was not involved. 
The reasons for this might be found in the 
configuration of incentive systems. A noticea-
ble result was that top management support 
was lower when Sales was responsible for 
pricing. In literature, it is argued that individu-
al sales representatives are not able to assess 
the strategic implications or legal constraints 
of a given pricing situation (Stephenson et al., 
1979). Our result indicates that if top man-
agement considers pricing as a key variable 
for success, pricing responsibility is not given 
to the sales department. Even though the close 
relationship of sales to the customer is often 
stressed in literature (e.g., Batteau, 2000), we 
found that figures concerning a systematic 
price watch are worse if the sales department 
is responsible for pricing. Apparently, the 
knowledge that exists regarding customers is 
not processed in a structured way, and it might 
even be misinterpreted or deteriorated if sales 
goals are not consistent with the overall com-
pany strategy.  

It is noteworthy that marketing managers 
were associated with bad values for organiza-
tion- and environment-related variables. So 
far, it had been assumed that marketing man-
agers have acquired much knowledge about 
customers (Webster, 1997) and markets (Me-
zias & Starbuck, 2003). Therefore, it is aston-
ishing that the understanding of competitors’ 
market reactions is poorer if a marketer is re-
sponsible for pricing decisions. Factors relat-
ing to strategy of firm performance failed to 
reach significance, but the existing literature 
suggests that at least in these domains, mar-
keting managers can be beneficial for profes-
sional pricing for the firm (e.g., Day, 1999). 

Pricing managers seem to have strengths 
regarding aspects of firm organization. Com-
pany revenues were especially higher if pric-
ing managers were responsible. However, the 
causality in this case might be that only com-
panies generating larger revenues have the 
necessary structures and can afford to employ 
specialized pricing managers. Whether or not 
the higher revenues can be attributed to the 
presence of pricing managers should be a sub-
ject of further research. The other performance 
measure that showed significant results for 
pricing managers was customer satisfaction. 
This indicates that pricing managers are more 
able than others to analyze their customers’ 
willingness to pay and subsequently price 
products higher than their colleagues do. By 
combining competencies and information 
from different organizational divisions at a 
single point in the company, processes are op-
timized and pricing performance improved. 
Consequently, customers will buy the prod-
ucts, but are not happy with the prices. 

IMPLICATIONS AND 
LIMITATIONS 

 
The present study contributes to the extant 

body of literature in that it systematically con-
siders the influences of a managerial depart-
ment on pricing decisions. So far, researchers 
have mostly focused on the question of how 
much influence a sales representative should 
have in the price-setting process. The strength 
of this study is the structuring of the broad 
subject of pricing via the pricing management 
process. Therefore, different aspects of pricing 
could be researched and a more precise state-
ment could be made regarding the competen-
cies of certain groups of managers. Thus, our 
results allow a deeper understanding of which 
group of managers is best able to manage 
which part of the pricing process. 

Our results indicate that different organi-
zational departments are equipped with differ-
ent competencies, which can hinder or foster a 
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professional pricing. It is therefore recom-
mended that managers be involved from dif-
ferent areas within the company in the pricing 
decision. A cross-functional approach on mar-
keting issues such as pricing can be very suc-
cessful, even though it might be time-
consuming and difficult (Krohmer et al., 
2002). Pricing as a managerial challenge of 
high importance is too complex to leave to 
just one department. The combination of 
knowledge from different functional areas of a 
company under the umbrella of one dedicated 
pricing manager seems to be a good solution. 
It is important, however, to clearly define 
competencies and responsibilities for a group 
of different managers that is working on pric-
ing issues in order to avoid frustration or mis-
understandings.  

If a company is too small or does not have 
sufficient means to employ a huge variety of 
different specialists and a dedicated pricing 
manager, pricing responsibility should not on-
ly be given to the sales force or the marketing 
department. The installation of a round-table 
with managers from the controlling depart-
ment might be preferable. 

Even though our research provided some 
interesting new insights in a field which has 
not yielded much attention up to now, it has 
just been the first study in this field and there-
fore could not answer all questions that may 
arise. In order to get a deeper understanding of 
the underlying relationships, future research 
should address this paper’s topic in more de-
tail, for example through the application of 
qualitative research methods. Furthermore, 
longitudinal studies as well as industry-sector-
specific analyses are recommended. 
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Consumer Ethnocentrism, Economic Animosity and the Role of 
Media: The Case of Greek Products 
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ABSTRACT. The recent European financial crisis has become one of the most common content 
in the international news agenda. This paper aims to empirically investigate the impact of mass 
media on the behaviour of British and German consumers, regarding the purchase of Greek 
products, and to identify whether media exposure can be considered as an antecedent that causes 
or increases the concepts of consumer ethnocentrism, consumer animosity and the country-of-
origin effect. The results indicated that although consumers did not show animosity feelings and 
had a positive attitude towards Greek products, consumer ethnocentrism made them reluctant in 
purchasing them. 
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INTRODUCTION 

The recent European sovereign debt 
crisis has become one of the most common 
content in the international news agenda. 
Coombs and Holladay (2004) described the 
concept of crisis as “an event for which people 
seek causes and make attribution”. People 
search for information, the real cause of the 
crisis and those responsible for it, by looking 
at the media coverage.  

Therefore, news has become a very 
important issue for consumers. They use mass 
media in order to produce their own economic 
forecasts and portray their macroeconomic 
views for society (Blinder and Krueger, 2004).  

In this case, Greece was accused by 
many journalists and financial experts as the  

“black sheep” of the Eurozone. Besides the 
economic downturn, the current situation has 
also affected the global trade and the presence 
of foreign products in international markets. 
This paper aims to empirically investigate the 
impact of mass media on the behaviour of 
German and British consumers, regarding the 
purchase of Greek products during the 
European financial crisis. More specifically it 
intends: 

 
i. To examine the purchasing intentions of 

German and British consumers towards 
Greek products. 
 

ii. To determine the possibility of German 
and British consumers to have animosity 
feelings against Greece and therefore 
Greek products as a consequence of the 
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financial crisis (by using the consumer 
animosity model). 
 

iii. To verify that media have the power to 
abet public opinion. 

 
 Hence, although the descriptive analysis is 
an extension of the exploratory research, the 
present study seeks to identify whether media 
exposure can be considered as an antecedent 
that causes or increases the notions of con-
sumer ethnocentrism and consumer animosity. 
Additionally, it analyses the correlation be-
tween media exposure and the country-of-
origin effect.  
 The existing lack of researches in studying 
economic animosity cases, should also be 
noted, since previous studies (e.g. Klein et al., 
1998; Klein, 1999; Shin, 2001; Klein et al, 
2002; Nijssen and Douglas, 2004; Shimp et 
al., 2004; Kesic, Rajh and Vlasic, 2005; Cicic 
et al., 2005 etc.) focus mainly on a war 
animosity background. Furthermore, the 
research is based on consumer and not 
industrial Greek products.  
 The selection of the two countries was 
based on the presence of Greek products in 
their domestic markets, their economic 
stability, the power of their national media and 
the prospect to identify any differences 
between a Eurozone member and a non-
Eurozone member.  
 Furthermore, the commercial ties between 
Greece, Germany and the United Kingdom are 
very strong. Based on 2011 data Germany was 
Greece’s second export partner while the UK 
was seventh (Hellenic Statistical Authority, 
2012).  
 The structure of the paper is as follows: 
hypotheses will be presented first, followed by 
the methodology, the results of the research, 
the discussion and main implications. The 
paper is concluded with the limitations and 
suggestions for future research.   
 

CONCEPTUAL BACKGROUND AND 
HYPOTHESES 
 
Country of Origin  
 
 The Country of Origin (COO) effect is one 
of the most widely researched concepts in 
international marketing (Usunier, 2006) and 
has brought the attention of both academics 
and managers in the developed as well as the 
developing countries (Kaynak and Eronen, 
2004). In 1962, Dichter stated that the issue of 
COO could have a “tremendous influence on 
the acceptance and success of a product”. 
Schooler (1965), who was the first to 
empirically investigate it among Guatemalan 
students pointed that identical products, 
differentiated only in the characteristic of 
COO, were evaluated differently by the 
students. The term that is usually 
“operationalized or communicated through the 
phrase ‘Made in …’ is an extrinsic product 
cue (an intangible product attribute), that is 
distinct from a physical product characteristic 
or intrinsic attribute” (Peterson and Jolibert, 
1995). As a part of the total product, COO 
influences the consumer’s decision making 
process (Agrawal and Kamakura, 1999; Pitt 
et. al., 2007), and the product’s evaluation 
(e.g. Bilkey and Nes, 1982; Erickson et al., 
1984; Han and Terptra, 1988; Han, 1989; 
Apil, Kaynak and Todua, 2008 etc.), 
especially if there is little additional 
information available (Al-Sulaiti and Baker, 
1998). Studies on the COO effect have been 
conducted on various product categories (e.g. 
Darling and Wood, 1990; Cordel, 1992; Roth 
and Romeo etc.), several countries (e.g. 
D’Astous, Ahmed and Wang, 1955; Ghazali, 
2008 etc.), and different brands (e.g. Witt, 
1990; Tse and Gorn, 1993 etc.).  
 Over the years, researchers studying the 
concept arrived at contradictory conclusions, 
as they examined different perspectives       
and backgrounds (Papadopoulos and Heslop, 
1993). Li and Wyer  (1994)  identified four  
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approaches (attribute, signal, heuristic, and 
standard) in which the COO could influence a 
product’s value, and Batra et al. (1999) added 
that it could combine a product with “status, 
authenticity and exoticness”. Obermiller and 
Spangenberg (1989) developed a conceptual 
framework about the way the COO effect 
could influence the evaluation of consumer 
goods and concluded to three factors: i) 
cognitive, ii) affective, and iii) normative.  
 In addition, Smith (1990) stated that 
consumers, by deciding to purchase or avoid a 
country’s product, ‘‘vote pro or against” the 
policies and practices of its government. The 
COO is also related to a country’s national 
identity and could result to an emotional 
attachment or even enhance loyalty for local 
brands (Fournier, 1998), regardless of the 
supreme quality of foreign products (Gurhan-
Canli and Maheswara, 2000). Similarly, Hsieh 
(2004) reported that consumers show a strong 
preference for products that have their origin 
in a country’s specific region emphasizing the 
relationship between ethnocentrism and COO. 
 Based on the strong presence of Greek 
products in the British and German markets 
and the aforementioned literature it is 
hypothesized that: 
H1: British and German consumers will 
have a positive attitude towards the 
purchase of Greek products. 
 
Consumer Ethnocentrism 
 
 The broader term of ethnocentrism was 
introduced by Sumner in 1906, and was 
defined as “the technical name for the view of 
things in which one's own group is the center 
of everything, and all others are scaled and 
rated with reference to it”. In 1950, Levinson 
argued that ethnocentrism was based on an 
“in-group and out-group” distinction that 
comprised a negative and hostile behaviour 
towards the out-group and a biased positive 
behaviour regarding the in-group. Adorno, 
Frenkel-Brunswik & Levinson (1950) 

concluded that ethnocentrism is an expression 
of authoritarianism. Distinct characteristics 
such as language, physical features, accent, 
and religion usually define the boundaries of 
these groups (Hirschfeld, 1996; Kurzban et al., 
2001). Moreover, ethnocentric groups 
consider themselves as superior and virtuous 
while out-groups are appraised as inferior and 
immoral (Neuliep and McCroskey, 1997). The 
basis of ethnocentrism is people’s tendency to 
put their group in the center and reinforce 
negative attitudes to the out-groups (Segall, 
1979; Booth, 1979). According to Hofstede 
(1991) ethnocentrism is to a nation what 
egocentrism is to a person.  
 Apart from sociology and social 
psychology the concept of ethnocentrism has 
also been implicated in consumer behaviour. 
Shimp (1984) introduced the concept of 
consumer ethnocentric tendency as a negative 
attitude towards foreign products.  The term 
consumer ethnocentrism (CET) was later 
defined as a “unique economic form of 
ethnocentrism that captures the beliefs held by 
consumers about the appropriateness and 
indeed morality of purchasing foreign-made 
products”. From a CET point of view, 
purchasing imported products has a negative 
impact on the local economy (i.e. increase in 
unemployment rates) and is considered to 
being unpatriotic. On the contrary, non-
ethnocentric consumers evaluate products on 
their own merits with respect to various 
criteria such as quality, price, etc (Shimp and 
Sharma, 1987). The preference for domestic 
products can also be described by the term 
“economic nationalism and cultural prejudice 
toward imported products” (Guneren and 
Ozturen, 2008).  
 In their approach to measure CET, Shimp 
and Sharma (1987) formulated a 17-scale 
instrument known as the CETSCALE 
(Consumer Ethnocentric Tendencies Scale). 
Although it was originally developed in the 
US, the CETSCALE’s international validity 
was confirmed by several studies (e.g. 
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Durvasula, Andrews and Netemeyer, 1997; 
Hult, Keillor and Lafferty, 1999; Luque-
Martinez, Ibanez-Zapata, and Del Barrio-
Garcia, 2000; Kaynak and Kara, 2002 etc). 
Lindquist et al. (2001) stated that the 17 items 
of the CETSCALE could be classified in four 
sections: i) hurts the local economy, ii) can 
cause the loss of the local jobs, iii) is 
unpatriotic and d) is attached to product 
availability. Other researchers (e.g. Steenkamp 
and Baumgartner, 1998; Douglas and Nijssen, 
2003) followed a shorter, modified 10-item 
version of the scale. Previous studies that used 
the CETSCALE instrument have provided 
with diverse results in many parts of the 
world. A high score has been marked among 
German, French, Japanese (Netemeyer, 
Durvasula and Lichtenstein, 1991), and 
Korean consumers (Sharma, Shimp and Shin, 
1995) revealing a preference in buying 
domestic products, while Chinese consumers 
showed a negative relationship between 
consumer ethnocentrism and the purchase of 
foreign products (Liu et al, 2006). However, a 
low score on the CETSCALE should not be 
interpreted as an unpatriotic behaviour, since 
it might also be the result of endogenous 
factors such as people’s negative impression 
towards the local government etc. (Klein et 
al., 1998).  
 In addition, it has been observed that CET 
varies between diverse cultures (Lascu et al., 
2010), individuals according to demographic 
and economic factors (Good and Huddleston, 
1995; Balabanis et al., 2001), and human 
values (Balabanis, Mueller and Melewar, 
2002). For example, although patriotism could 
have enhanced an ethnocentric attitude among 
Turkish consumers, it in fact did not reduce 
the market of imported products (Chu-
Weininger and Weininger, 2008). Other 
variables that influence the level of CET are 
the degree of perceived threat from 
international competition, the product’s 
necessity, category and range (Sharma et al. 
1995) and the degree of generalized animosity 

towards the target country (Klein et al. 1998). 
Shankarmahesh (2006) summarized the 
antecedents that induce CET into four major 
categories: i) socio-psychological (e.g. 
cultural openness, world mindedness, 
patriotism, conservatism etc.), ii) political 
(e.g. propaganda), iii) economic (capitalism, 
stage of economy etc.) and demographic. It 
should also be noted that CET should not be 
confused with the COO effect. For example, 
an American consumer may have a positive 
COO perception for French wine but not 
purchase it due to nationalistic reasons. 
Hence, CET is the general tendency of 
rejecting foreign products while COO is a 
specific image (Herche, 1992).  
 Based on the above studies, it is 
hypothesized that:   

 
H2: The German and British consumer’s 
ethnocentrism will be positively related to 
reluctance in purchasing Greek products. 
 
Consumer Animosity 
  
 The term animosity is used to describe a 
feeling of hatred, which is a deep 
and emotional dislike against a certain object 
or class of objects (Sternberg, 2005).  Jung et 
al. (2002) defined animosity as “a hostile 
attitude comprising emotion and belief 
components toward national out-groups”. In 
1998, Klein et al., defined consumer animosity 
as the “remnants of antipathy related to 
previous or ongoing military, political or 
economic events” and could be the result of 
various causes such as: economic (Klein and 
Ettenson, 1999), political/diplomatic (Russell 
and Russell, 2006), religious (Ettenson et al., 
2006) and military (Klein et al., 1998). In 
addition, Ang et al. (2004) developed a 
typology that was based on the following 
dimensions: “stable” vs. “situational” 
animosity and “national” vs. “personal” 
animosity. Stable animosity was based on a 
historical perspective with a permanent 
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duration and situational was driven by a spe-
specific situation with a temporary character. 
Furthermore, personal animosity relied on an 
individual’s experience and national was 
based on a macro-level perspective. 
Consequently, four types of animosity were 
formed: national stable animosity, personal 
stable animosity, national situational 
animosity, and personal situational animosity. 
 In comparison to the issues of COO and 
CET, consumer animosity varies significantly. 
Klein et al. (1998) argued that COO could be 
linked (to a certain degree) to animosity 
feelings against a nation’s exporting products. 
More specifically, consumers could refuse to 
buy products from a specific country, if it had 
been engaged to heinous actions that were 
characterized as unforgivable, and not due to 
products’ quality judgments. Similarly, 
consumer ethnocentrism and animosity were 
found to have different consequences on the 
purchase of foreign goods (Klein and 
Ettenson, 1999; Witkowski, 2000; Hinck, 
2004; Riefler and Diamantopoulos, 2007). 
Hence, consumers’ animosity feelings towards 
a country may result to rejecting its products 
despite not being opposed to buying imported 
goods.   
 Further studies have linked animosity to 
the malinchismo effect (Bailey and Gutierrez 
de Pinares, 1997), consumer racism (Ouellet, 
2007), cultural differences (Riefler and 
Diamantopoulos, 2007), consumer boycotts 
(Sen et al. 2001) and the Intifada (Shoham et 
al., 2006).  In a relevant research, Leong et al. 
(2008) studied the antecedents of consumer 
animosity among Asian countries after the end 
of the economic crisis in 1997. The results 
showed a high degree of animosity towards 
US and Japan and reduced willingness to buy 
their products, since the two countries were 
blamed for the economic downturn. In 
addition, their findings demonstrated that the 
impact of stable animosity was mediated by 
situational animosity.  

 In light of these observations it is 
hypothesized that: 
H3: Economic animosity by British and 
German consumers will be positively related 
towards purchasing Greek products. 
 
The Role of Media in Public Opinion 
 
 There is an extent literature of studies 
describing the role of mass media in shaping 
public opinion, and the effects of news 
coverage on people’s behaviour (e.g. White, 
1965; McCombs and Shaw, 1972; Otten, 
1992; Entman, 1993; De Vreese 2001; 
Ludvigson, 2004; McCombs, 2004; Li and 
Tang, 2009). Kull, Ramsay and Lewis (2004) 
studied the behaviour of citizens from eight 
different countries in relation to the war in 
Iraq. They concluded that media had not only 
influenced public opinion (in favour or against 
the war), but they were also linked to the 
enhancement of ethnocentrism awareness. In 
addition, Sampei and Aoyagi-Usui (2009) 
observed that as the media coverage on 
Japan’s climate change increased so did the 
public awareness regarding environmental 
issues. The international press is often 
criticized for reporting developing countries 
with bias and constructing non-western 
countries as “the other” in a negative light 
(Weaver and Wilhoit, 1984; Oehlkers and 
College, 2000; Li, 2002; De Beer, 2004; 
Merrill, 2004). Many factors such as dominant 
ideology, prejudice, government positions, 
national interest, or the country’s positioning 
in the international community influence the 
framing of world news (e.g.; Chang, 1998; 
Chang, Wang and Chen,1998; Edelman, 1993; 
Pan et al., 1999; Akhavan-Majid and 
Ramaprasad, 2000; Yang, 2003). Furthermore, 
news seems to have a more efficient result in 
attracting people’s attention and an increased 
reliability when government references are 
used (McLeod and Hertog, 1998). 
 Entman (2007) pointed that media have 
the ability to develop a different world and 
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present it as real by “framing” news (i.e. “se-
“selecting aspects of a perceived reality and 
make them more salient…”) in order to form 
public opinion. In times of turmoil it is crucial 
to apprehend the way that mass media frame 
an incident, since those frames can influence 
the public’s perceptions about the importance 
of the crisis, its origin and who bears the 
responsibility for causing or solving key social 
problems (Iyengar and Kinder, 1987). Clark et 
al. (2004) indicated that the news’ content in a 
crisis period was more ‘dramatized’ while the 
news organizations preferred a more 
sensationalistic direction in order to inform 
their audience (Mazzoleni and Schulz, 1999). 
Another important issue refers to the 
usefulness of the financial market experts in 
news organizations. Langenohl and Schmidt-
Beck (2008) pointed that financial experts can 
jeopardize the news’ objectiveness since they 
may act in favor of the financial institutions 
that they work for. Moreover, in a research 
analysis about how media can affect US 
consumers’ inflation expectations Carroll 
(2003) inferred that the more the media 
increased the coverage of economic issues, the 
more attention they would get from 
consumers.  
 Ever since its outburst the Euro-zone crisis 
has become one of the most common content 
of the international news’ agenda. 
Nevertheless, questions have been raised 
about the way the media reported or failed to 
report the crisis (e.g. Juko 2010; Tzogopoulos, 
2011). In the case of Greece, international 
media were in the front line covering the latest 
news around the country’s economic and 
political situation. More specifically, in the 
time period between October 2009 and 
December 2010 the British newspaper 
Financial Times (UK) had published 5,467 
articles and the German Handelsblatt 2,471 
articles regarding the Greek crisis. Besides 
presenting the facts, few media published 
malevolent and offensive articles on the Greek 
matter (e.g. Focus, 2010; Ronzheimer - Bild, 

2010 and Daily Mail, 2010). Furthermore, 
based on a research that was published on the 
online page of the Financial Times (Atkins 
and Peel, 2010) about the support of the EU 
citizens to their governments, helping Greece 
cope with its financial problems, results 
showed that Germans were crushingly 
opposed to offering financial support to 
Greece (60%) and were conspicuously more 
hostile than other Europeans, including the 
British (55%). The results were also similar in 
a different poll formed by IFOP in France 
(2010). Along these lines it can be assumed 
that:  
H4a: German and British consumers’ 
exposure to mass media will be positively 
related to economic animosity. 
H4b: German and British consumers’ 
exposure to mass media will be positively 
related to consumer ethnocentrism.  

 
METHODOLOGY 

Sample and Data Collection 

 A survey was conducted to test the 
aforementioned hypotheses in the cities of 
Edinburgh (United Kingdom) and Cologne 
(Germany). Edinburgh is the capital city 
of Scotland and the seventh-most populous in 
the UK. Cologne, on the other hand is 
Germany’s fourth largest city with a 
population of more than one million citizens. 
Both cities are considered important financial 
centers for European business and there is a 
strong presence of Greek products in the 
domestic markets. The data for this study were 
collected through personal (face-to-face) 
interviews, from a convenient non-probability 
sample of 180 British and German consumers, 
during the third quarter of 2011. The personal 
interviews were performed outside two major 
retail stores, covering all the operating days 
and hours as well as on different times within 
the day. The sole criterion for the choice of 
the particular retailers was consumers’ ability  
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Consumer  
Ethnocentrism 

Consumer’s Willingness to  
Buy Greek products  

Economic  
Animosity 

Country of  
Origin  

Exposure to mass media 

to buy “made in Greece” products inside these 
stores.  
 A questionnaire was developed for 
attaining the study’s specific aims. It was first 
created in English, translated into German 
from a professional translator, and then back 
into English. A small pilot test (twenty 
respondents), in combination with the 
translation procedure, was performed to 
resolve minor issues such as: i) clarity of 
instructions, ii) clearness of the questions, iii) 
time consumed, iv) attractiveness of the 

layout, v) possible omissions and vi) 
possibility of the respondents to feel 
uncomfortable with the questions, as 
suggested by Bell (2005).  
 The questionnaire consisted of two parts. 
The four questions regarding the first part 
were a modified version of the CETSCALE 
(Shimp and Sharma, 1987) and the consumer 
animosity model introduced by Klein et al. 
(1998). 

 

 
Figure 1: The Hypothesized Relationships in the Conceptual Model  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 This section’s last question examined the 
role of media and the probability that they can 
enhance an ethnocentric tendency or create 
feelings of animosity towards another country. 
Respondents were asked to indicate their 
agreement on a 5 point Likert scale (with end 
point 1=“strongly disagree” to 5="strongly 
agree"). The second part included questions 
that were related to the demographic 
characteristics of the sample (i.e. gender, age, 
income, marital status, occupation, and 

education level). The socio-demographic 
profile of respondents is depicted in Table 1. It 
appears that the majority of participants were 
relatively young, well-educated and full-time 
employed. 
 
Measurements  
  

 Participants were asked to state their 
opinion regarding five general constructs: the 
quality of Greek products, consumers’ 
willingness to obtain them, consumers’ 

                Indirect relationship 
                Direct relationship 

+ H1 + H3 + H2 

+ H4b + H4a 



28 JOURNAL OF EUROMARKETING  

ethnocentrism, animosity towards Greek 
products, and media influence.  
 

Product Judgments  
  

 The measures of product quality were 
modified from previous studies (Darling  and  
Arnold, 1988;  Wood  and  Doling,  1993; 
Klein et al.,1998) and included the attributes 
of workmanship, quality,  reliability,  and  
value  for  money. Hence, the product 
judgments statements were the following: 

a.  Products made in Greece are carefully 
produced and have fine workmanship. 

b.  Products made in Greece are generally 
of a lower quality than similar 
products available from other 
countries. 

c. Products made in Greece are usually 
quite reliable and seem to last the 
desired length of time. 

d. Products made in Greece are usually 
good value for money. 

 
Table 1: Demographic Profile of Respondents 

Category Responses UK Germany Percentage % 

Gender     
Female 80 39 41 45 
Male 98 52 46 55 
     
Age     
18-29 54 22 32 30.3 
30-39 45 26 19 25.3 
40-49 38 21 17 21.3 
50-59 26 12 14 14.6 
60+ 15 10 5 8.4 
     
Education     
Secondary school 12 3 9 6.7 
High school 65 33 32 36.5 
Graduate degree 82 44 38 46.1 
Postgraduate degree 19 11 8 10.7 
     
Occupation     
Full-time employed 96 45 51 54 
Part-time employed 25 12 13 14 
Unemployed 41 24 17 23 
Pensioner 16 10 6 9 
     
Annual  income1     
0-10000 €/£ 39 13 16 21.9 
10001-20000 €/£ 41 27 14 23.0 
20001-30000 €/£ 55 28 27 30.9 
30001+  €/£ 42 12 30 23.6 

Total 178 91 87 100 
1 One answer from UK is missing 
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Willingness to Buy 
 

 The next variable to be evaluated was the 
willingness of German and British consumers 
to purchase Greek products. The subsequent 
questions were also obtained from earlier 
(Darling and Arnold, 1988; Wood and 
Darling, 1993): 
a. I do not like the idea of owning Greek 

products. 
b. Whenever possible I avoid buying Greek 

products.  
c. Whenever available I would prefer to buy 

products made in Greece.  
d. I would pay 10% more for a product equal 

to a Greek product. 
 
Consumer Ethnocentrism 
  
 The next part measured consumers’ 
ethnocentric tendencies related to purchasing 
Greek products, and was based on the 
CETSCALE model as it was introduced by 
Shimp and Sharma (1987). This variable 
comprised six items out of the seventeen that 
were included in the initial research. The six 
items were the following: 
 

a. British/German products, first, last, 
and foremost. 

b. Purchasing foreign-made products is 
un-British/un-German. 

c. It is not right to purchase foreign 
products, because it puts 
British/German out of jobs.  

d. We should purchase products 
manufactured in Britain/Germany 
instead of letting other countries get 
rich off us. 

e. British/ German consumers who 
purchase products made in other 
countries are responsible for putting 
their fellow British/ out of work. 

f. We should buy from foreign countries 
only those products that we cannot 
obtain within our own country. 

Consumer Animosity 
  
 The fourth issue being investigated was 
the aspect of the British and German 
consumers to have animosity feelings towards 
Greece as a result of the country’s sovereign-
debt crisis and the European economic 
situation. Leong et al. (2008) assumed that the 
current state in Europe may have a situational 
character as well. In consonance with the 
previous studies of Klein et al. (1998) and 
Leong et al. (2008), economic animosity was 
examined by the following eight variables: 
 

a. Greece is not a reliable trading partner. 
b. Greece is taking advantage of the EU 

countries. 
c. The Greeks are doing business unfairly 

with Britain. 
d. Greece should pay for what it has done 

to the EU. 
e. I find it hard to forgive Greece for 

exploiting me during this economic 
crisis. 

f. Greeks have made me feel more 
insecure now. 

g. In the next two years I will not choose 
Greece as a holiday destination. 

h. I had a good opinion about Greece, 
which recently has changed. 
 

Media Influence 
 
 The existing literature on the influence of 
media focused mainly on different aspects of 
media coverage (e.g. politics-media, health 
issues-media, and environmental issues-
media). In absence of a specific model that 
combined the exposure to mass media with the 
concepts of consumer ethnocentrism and 
consumer animosity, authors identified the 
most suitable questions and adapted them to 
the present study. Therefore, media influence 
was assessed by the following five items: 
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a. British/German newspapers are renowned 
for their objective journalism. 

b. I totally trust the content of British/German 
newspapers. 

c. Because of the newspapers coverage, I 
have a clear view about the economic 
situation in Europe. 

d. I believe what the newspapers report about 
the economic situation in Greece.  

e. I believe that newspapers exaggerate the 
economic situation in Greece. 

 
 

RESULTS 
 
Reliability Test and Correlations’ Matrix 
 
 As a measure of the questionnaire’s 
reliability the Cronbach's alpha (α) coefficient 
was estimated. Cronbach’s α represents 
internal consistency by calculating the average 
of all possible reliabilities for a multiple scale-
item (Field, 2009; Zikmund et al., 2011). In 
addition, Cortina (1993) stated that the value 
of α depends on the number of items on the 
scale. 

 
Table 2: Summary of Reliability Analysis 

Variables 
No. of 
items 

Cronbach’s α 

Product judgment (PJ) 3 0,919 

Willingness to buy (WTB) 4 0,571 

Consumer ethnocentrism (CET) 5 0,957 

Economic animosity (EA) 8 0,896 

Media influence (MINF) 5 0,613 

 
Table 3:  Pearson Correlations between the Conceptual Model Aggregates 

 PJ WTB CET EA 

PJ 1 -0.2462 -0.4482 -0.4682 

WTB -0.1821 1 0.3762 0.1921 

CET -0.3852 0.3762 1 0.4952 

EA -0.3872 0.1921 0.4952 1 
1 Correlation is significant at the 0.05 level (2-tailed). 
2 Correlation is significant at the 0.01 level (2-tailed). 
 

 Hence, it is possible that two different 
scales can be equally reliable with a different 
average correlation. A respectable 0.7 value is 
the criterion for accepting the reliability of a 
measure. Table 2 displays a summary of the 
aggregated measures’ reliability. The results 
showed that Cronbach's alpha was quite low 

for the WTB (α=0,571) and MINF (α=0,613) 
measures indicating that one or more of the 
used items did not coincide with the others. 
However, the alpha coefficient for the PJ, 
CET and EA variables ranged between 0.896 
and 0.957 suggesting that these items had a 
relatively high internal consistency.  
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Previous studies, in which the same variables 
were used, reported similar values for 
Cronbach's alpha (Javalgi et al., 2005; Nakos 
and Hatzidimitriou, 2007). Concerning the 
relationships between the variables of: 
“economic animosity - willingness to buy”, 
“consumer ethnocentrism - willingness to 
buy” and “economic animosity - consumer 
ethnocentrism” a Pearson correlation test was 
applied. The correlation matrix is illustrated in 
Table 3. 
 Results showed that all relationships were 
highly correlated with significant p-values. 
More specifically, “economic animosity” was 
positively correlated to “willingness to buy” 
(r=0.192) which is significant at p<0.005, and 
“consumer ethnocentrism” to “willingness to 
buy” (r=0.376). Moreover, “consumer 
ethnocentrism” was strongly related to 
economic animosity (r=0.495) which is 

significant at p<0.001. In addition, an inverse 
negative relationship existed between 
education and consumer ethnocentrism as well 
as education and economic animosity (r=- 
0.296, p < 0.001; r = -0.196, p < 0.001). 
 
T-Test Analysis for German and British 
Consumers 
 

 An independent t-test was performed in 
order to identify the similarities or differences 
regarding the variables between the two 
samples (German and British consumers). The 
findings are displayed in Table 4. On average, 
perceptions towards product judgment, 
willingness to buy, consumer ethnocentrism, 
economic animosity and media influence did 
not differ between the two groups.  
 More precisely, participants in Germany 
ex-pressed almost the same opinion about

 
Table 4: Independent t-Test Analysis 

 
Variables Country N Mean 

Std. 
Deviatio

n 

Std. 
Error 
Mean 

Levene's 
Test for 

Equality of 
Variances 

Sig.  
(2-tailed) 

PJ 

UK 91 3,1703 0,44077 0,04621 0.220 0.095 

GERMANY 87 3,0517 0,50020 0,05363   

WTB 

UK 91 2,4670 0,43813 0,04593 0.000 0.682 

GERMANY 87 2,5029 0,69204 0,07419   

CET 

UK 91 2,4440 1,09252 0,11453 0.280 0.781 

GERMANY 87 2,4000 1,00834 0,10811   

EA 

UK 91 2,7033 0,73282 0,07682 0.693 0.289 

GERMANY 87 2,8233 0,74210 0,07956   

MINF 

UK 91 2,8945 0,61344 0,06431 0.238 0.961 

GERMANY 87 2,8989 0,58100 0,06229   

 
consumer ethnocentrism with British          
participants (Germany, M = 2.40, SE = 0.010; 
UK, M = 2.44 SE = 0.011) with t (176) = 

0.279, p >0.05. In regard to economic  
animosity,  German consumers were slightly    
differentiated from the British, but not at a  
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significant degree (Germany, M = 2.82, SE 
=0.079; UK, M = 2,70 SE = 0.076; t (176) = -
1.08; p >0.05). The strongest agreement was 
about the influence of mass media in which a 
high score of significance was observed 
(p=0.961; p>0.05).  Furthermore, a t-test on 
gender differences (Males, N= 98; Females, 
N=80) showed that there were no differences 
between the two genders. As a result, since the 
two samples are quite similar, they will be 
considered as a homogeneous group.  
 
Multivariate Regression Analysis 
 
 In an effort to measure whether consumer 
ethnocentrism and economic animosity 
exerted an influence on the willingness of 
British and German consumers to purchase 
Greek products, different multiple regressions 
were conducted (Table 5). At first (step 1), the 
impact of product judgment on the willingness 
to buy Greek products was tested. The results 
showed a significant impact (R= 0.25, p 
<0.001). The second equation included the 
product judgment variables, as well as the 
consumer ethnocentrism and economic 
animosity as independent variables. The new 
independent variables were important 
predictors of the dependent variable 

“willingness to buy Greek products”, and also 
contributed to the significant increase in the 
adjusted R Square from 0.06 to 0.15. This 
increase (0.09) was significant at the p<0.001 
level and the results validated the initial 
hypothesis (H1) which stated that consumer 
ethnocentrism will have a direct positive 
impact on the willingness to buy. Οn the 
contrary, consumer animosity did not seem to 
have any impact on the intention of British 
and German consumers to purchase the Greek 
products. Consumer ethnocentrism was 
proved to be essential in predicting 
willingness to buy. Consumer ethnocentrism 
pointed 8.7 % [(0.295*0.295)*100] of the 
variation in willingness to buy (β = 0.34).  
 
MANOVA Analysis 
 
 At the last section of the statistical analysis 
the influence of media, and how they are 
correlated to the concepts of consumer’s 
ethnocentrism and consumer animosity, was 
investigated. Before examining these 
relationships, a Pearson correlation test was 
conducted, measuring the affiliation of the 
MINF variables. 
 

 
Table 5: Multiple Regression Analysis (Willingness to Buy) 

 B SE B β 

STEP 1    

Constant 3.01 0.19  

Product judgment - 0.19 0.55 -0.25 

STEP 2    

Constant 2.18 0.40  

Product judgment - 0.05 0.01 -   0.105 

Consumer ethnocentrism 0.20 0.05 0.34 

Economic animosity - 0.03 0.065 - 0.03 

               Note: R2 = 0.061 for Step 1 and ΔR2 = 0.09 for Step 2 (p < .001).  4 p < .001 
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Table 6: MANOVA Analysis 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

a. Exact statistic 
b. The statistic is an upper bound on F that yields a lower bound on the significance level. 
c. Design: Intercept + MINF_avg (MINF, media influence) 

 

 The results showed a significant 
relationship between the credibility factors 
(“objectiveness of the British/German media” 
– “trust to the media”), with r = 0.807, p <0 
.001. In addition, the belief of “what media 
report about Greece” was significantly 
correlated with “trust to the media” (r = 0.690, 
p < 0.001) and objectiveness of the 
British/German media (r = 0.677, p < 0.001). 
Moreover, “trust to the media” was 
significantly related to the belief that with the 
use of mass media German and British 
consumers had a clearer view about the 
economic situation in Europe (r = 0.652, p < 
0.001). Furthermore, the belief that “media 
exaggerate about the economic situation” was 

negatively related to all the other variables. In 
general, the results were based on the logical 
framework that people who show loyalty to 
media are also attached to what media report. 
In order to detect the degree to which 
consumer ethnocentrism and economic 
animosity were affected by the influence of 
media, a MANOVA analysis was performed. 
MANOVA analysis is used for situations in 
which there is more than one dependent 
variable (Field, 2009). In this case, the 
influence of the media is considered to be the 
independent variable whereas the other two 
concepts are the dependent ones. The output 
of the MANOVA analysis is summarized in 
Table 6. 

Effect Value F 
Hypo 

thesis 

df

Error 
df 

Sig. 
Partial 

Eta 
Squared 

Intercept Pillai's 
Trace 

0,906 783,775a 2,000 163,00 0,000 0,906 

Wilks' 
Lambda 

0,094 783,775a 2,000 163,00 0,000 0,906 

Hotelling's 
Trace 

9,617 783,775a 2,000 163,00 0,000 0,906 

Roy's 
Largest 
Root 

9,617 783,775a 2,000 163,00 0,000 0,906 

MINF_avg Pillai's 
Trace 

0,529 4,539 26,000 328,00 0,000 0,265 

Wilks' 
Lambda 

0,517 4,899a 26,000 326,00 0,000 0,281 

Hotelling's 
Trace 

0,844 5,262 26,000 324,00 0,000 0,297 

Roy's 
Largest 
Root 

0,720 9,085b 13,000 164,00 0,000 0,419 
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 The multivariate test that was chosen for 
this study was the Wilk’s statistic method. 
Hence, interpreting Wilk’s Lambda it is 
supported that there is a significant effect of 
the mass media influence on consumer 
ethnocentrism and economic animosity [Λ = 
0,52 , F (26, 326) = 4,9, p = 0,28]. These 
findings support the hypotheses model which 

was displayed in section two and the 
assumptions that exposure to mass media 
would be positively related to consumer 
ethnocentrism and economic animosity. In 
conclusion, Table 7 reviews the hypotheses 
according to the aforementioned findings: 
 

 
Table 7: Review on Hypotheses Model and Research Findings 

Hypothesis Variable Statement 

H1: British and German consumers 
will have a positive attitude towards 
the purchase of Greek products. 

 
PJ 

 
Supported 

H2: The German and British 
consumer’s ethnocentrism will be 
positively related to reluctance of 
purchasing Greek products. 

 
CET 

 
Supported 

H3: Economic animosity by British 
and German consumers will be 
positively related towards purchasing 
Greek products. 

 
EA 

 
Rejected 

H4a: The exposure to mass media 
from German and British 
consumers will be positively 
related to economic animosity. 
H4b: The exposure to mass media 
from German and British 
consumers will be positively 
related to consumer 
ethnocentrism.  

 
MINF 

 
Supported 

 
 

Supported 

 

Discussion and Implications 

 The results of the research indicated that 
the-two-year media coverage on Greece’s dept 
crisis had a significant impact on the British 
and German consumers’ assessment about the 
purchase of Greek products. The MANOVA 
analysis demonstrated that consumers who 
showed higher levels of consumer 

ethnocentrism and economic animosity trusted 
the media reports on the Greek matter. On the 
contrary, consumers who expressed a different 
opinion about the objectivism of their national 
media showed lower degrees of ethnocentrism 
and animosity.  
 These findings are consistent with the 
literature which supports that media have the 
power to abet a part of the public in a way that  
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can form its opinion and attitude, and perhaps 
create an environment which forms or 
enhances animosity for foreign nations and 
ultimately for their products.  
 In this study consumer ethnocentrism had 
a key role in consumers’ decision-making 
process. Furthermore, the product judgment 
revealed a positive evaluation for the quality 
of Greek products. However, this predictor 
accounted only for 6,1% of the variation in 
willingness to buy. In addition, when the other 
two predictors were included the value 
increased mainly due to the ethnocentric 
variables. Conclusively, British and German 
consumers were not influenced by animosity 
feelings towards the purchase of Greek 
products. This result did not coincide with 
past researches (e.g. Klein et al., 1998 and 
Leong et al., 2008) in which the researchers 
found a significant influence of consumer 
hostility or antipathy between countries which 
had economic disputes. Moreover, the 
findings of this paper supported previous 
studies which showed a positive relationship 
between consumer ethnocentrism and 
animosity. Klein et al (1998) claimed the need 
to study animosity as an antecedent of 
ethnocentrism and later studies (e.g. Nijssen 
and Douglas, 2004; Torres and Gutierez, 
2007) including the present one, confirmed 
that animosity may reinforce consumer 
ethnocentrism.  
 Consumers’ willingness to purchase 
foreign products is an extremely important 
issue especially in the middle of a financial 
crisis (Tsai, Lee and Song, 2013). Strong 
companies that operate in such conditions and 
experience a decline in the domestic market, 
see the need for exporting as the only way to 
increase their sales. Therefore, a better 
knowledge of the international market could 
be a powerful tool for the Greek companies so 
as to promote their goods more efficiently. 
Furthermore, managers should focus on the 
consumer’s and not the country’s behaviour 
(Wang, 1996). 

 In relation to the aforementioned results, 
although British and German consumers had a 
positive view of Greek products a large 
number stated that they were not well 
informed about them. This finding is mainly 
due to the country’s lack of a specific 
exporting strategy. There is no coherent policy 
to support the country’s exports and each 
effort is described as fragmentary. Therefore, 
a systematic co-operation between the firms’ 
managers, the commercial associations and 
the Greek government, is recommended in 
order to enhance the country’s image in the 
foreign markets. Usunier and Cestre (2007) 
stated that ‘‘When there is a weak product-
country association but a strong country-
product association, marketing 
communication messages should start from 
the product and then link it to the country’’. 
 Marketing managers should also pay 
attention to the international media coverage 
and its content regarding the country their 
company is based. As it has been proved a 
negative report may have a significant 
influence in consumers’ intentions to purchase 
a product that originates from that country. 
Even if the willingness to buy Greek products 
was not affected by animosity feelings, the 
results suggested that firms should consider 
media bias as a factor that negatively affects 
their competitiveness in international trade 
and therefore it is necessary to attenuate that 
negative impact. Moreover, the findings of 
this paper as well as the literature review 
indicated that during a financial crisis people 
show higher levels of ethnocentrism in order 
to support the domestic companies and protect 
the local economy. Even though the study was 
applied in two enormous global markets 
consumers confirmed this theory. It should 
also be mentioned that the majority of high 
quality Greek products (e.g. olive oil) which 
are exported to the northern countries of 
Europe cannot be obtained within the affiliate 
countries. Consequently, although consumers 
seem to have a preference for local products 
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there is the possibility to reject Greek products 
or to prefer similar products that are produced 
from other southern European countries. 
Hence, the last finding could provide practical 
suggestions to the Greek retailers. 
 
LIMITATION AND FUTURE RESEARCH 
 
 This research paper also has some 
limitations. The most important caveat was the 
time framework. During the research process 
there were some rapid and continuous changes 
in the European economy such as the bailout 
of €109 billion for Greece in 2011 and the 
phone-hacking scandal in UK that could have 
influenced the trustworthiness of the British 
towards the mass media. In addition, 
longitudinal studies investigating other 
countries in the same field would assist in the 
advancement of research regarding economic 
animosity. On the whole, the current situation 
in Europe could be described as a chronic 
discrepancy in which the surplus countries 
take the lead and the deficit countries are 
pressed down, generating a two-speed-Europe. 
For that reason, comparing different countries 
can bring different results. Another limitation 
was the small sample coming from just two 
cities and therefore the research findings did 
not allow making sweeping assumptions for 
the rest of the population.  Moreover, the 
present study indicated significant results for 
the B2C market but on the other hand it could 
not provide any evidence for the B2B market 
and is suggested for future research the 
application of consumer ethnocentrism and 
consumer animosity models in the B2B 
industry.  
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ABSTRACT . This paper investigates the systematic differences between exporting and non 
exporting firms, based on the assumption that an exporting firm is a competitive firm. The 
authors use firm level financial data of Greek manufacturing firms from selected exporting 
manufacturing sectors. The empirical analysis is based on a sample of 335 listed and non listed 
firms and covers the period 2000-2010. 
         Although considerable empirical work has been done on this subject in other countries, 
research on the topic in Greece is limited. The methodology used is panel data analysis with 
multivariate logit models based on various data classifications. Independent variables used are: 
size, leverage, productivity, efficiency, growth, market share, use of IT, innovation, foreign 
ownership and imports of raw materials. The results are, in most cases, in line with those found in 
other studies in other countries, identifying the profile of exporting firms with respect to 
performance and strategic measures. The study findings also suggest that large differences do 
exist in drivers of competitiveness across Greek manufacturing industry sectors. The novelty of 
this study is the identification of systematic differences between exporting and purely domestic 
firms in Greek manufacturing sectors, based on firm level data, both quantitative and qualitative.  
 
KEYWORDS. Firm competitiveness, financial characteristics, panel data, manufacturing exports 
and financial performance, applied economics and management science. 
 

INTRODUCTION 

 Manufacturing plays a vital role in the 
economic health of a country and therefore, 
building the appropriate environment and 
applying policies for firms to survive and 
flourish is of outmost importance for the 
country’s economy. The competitiveness of a 
country’s manufacturing sector is critical for 

its economic prosperity and growth. A 
competitive manufacturing sector creates the 
infrastructure for Foreign Direct Investments 
(FDI) and improves a country’s balance of 
payments. Additionally, it creates jobs and 
boosts a country’s intellectual capital and 
innovativeness, underwriting research and 
development and increasing the demand for 
highly skilled workers and scientists. 
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 Intense competition in global and local 
markets urges firms to improve their competi-
tiveness. This is especially true for small 
countries like Greece, where competitiveness 
can help firms to transcend their local markets 
expanding their business abroad, helping 
themselves and their country. A nation’s 
standard of living is increasingly dependent on 
the competitiveness of its firms. After a dec-
ade of economic growth, which led to a lot of 
excesses, the GDP growth rate in Greece, has 
taken a downward slope, taking negative val-
ues in the past four years (2008-2012), while 
there does not seem to exist any optimistic 
signs concerning its future. Greece's relatively 
small industrial base and lack of substantial 
investment since the mid-1990s limited the 
country's export potential.Greek firms have 
also been going through a very difficult peri-
od. Their survival and success in such turbu-
lent times increasingly depend on their ability 
to be competitive. Economic literature 
examines competitiveness as a 
multidimensional concept, based usually on 
macro (country and industry) and micro 
variables. The significance of different criteria 
of competitiveness changes with time and 
context. 
 According to the literature, a competitive 
firm should be able to sell differentiated 
products not only in the domestic but in the 
export market in competitive prices, making a 
normal profit. Indeed, exporting is perceived 
as synonymous to benefits for firms as it is 
found to improve firm competitiveness, 
productivity and profitability (Macaes and 
Dias, 2000; Pereira, 2005). Therefore, one 
indication of competitiveness would be the 
export orientation of the firm.  Greece has 
been a traditional exporter of food, beverages 
and textiles. It has most of its trading partners 
located in the EU with the only notable 
external trade partner being the USA. Greece 
mainly exports the following commodities:  
   • Food and beverages 

• Petroleum products 

• Chemicals and 
• Textiles 
Greece should develop its manufacturing 

sector mainly through exports, in order to 
achieve sustainable growth and exit the 
recession. Given the country’ dire economic 
situation, it is of great importance to 
investigate the factors that affect the 
competitiveness of the Greek manufacturing 
firms and formulate appropriate policies to 
improve their export performance. To the best 
of our knowledge, no such research has been 
undertaken so far for the Greek manufacturing 
sector, based on firm level data. 
  The purpose of this paper is to investigate 
the systematic differences between exporting 
and non exporting firms, based on the 
assumption that an exporting firm is a 
competitive firm and on the theoretical 
knowledge that industries are populated by 
non identical firms. This is researched on a 
firm level using financial data of Greek 
manufacturing firms from two of the major 
exporting manufacturing sectors in Greece 
plus qualitative data. As of that, the specific 
purpose of this study is to 
 
 Identify significant differences between 

exporting and non exporting firms in the 
two most export dynamic sectors of the 
Greek manufacturing sector. 

 Detect critical factors that affect the 
exportability and competitiveness of 
Greek manufacturing firms. 

 Identify differences in the factors affecting 
export performance and competitiveness 
of firms among those sectors. 

 
The research is based on financial data of 

335 firms from the sectors of food and 
beverages and textiles for the period 2000-
2010.  A framework is also presented to 
understand the meaning of competitiveness 
and exportability, based on firm level financial 
data. A qualitative model is also estimated 
based with both financial and qualitative data, 
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derived from questionnaires from 100 firms 
based on the above sample. The results 
pinpoint the financial and managerial 
characteristics of the exporting firms in these 
sectors. 

 The structure of the paper is as follows: in 
section 2, a brief overview of the literature on 
the competitiveness concept and its 
measurements is presented. In section 3, data 
and methodology are presented along with 
hypothesis testing for the variables used. In 
section 4, the results of the empirical analysis 
are presented and discussed, and the study 
concludes in section 5.  

 
LITERATURE REVIEW 

 
For many European countries, increasing 

exports has been set as a key policy objective 
in order to escape recession and avoid facing 
severe national debt. However, the European 
integration, apart from solving the problems of 
exchange rate fluctuations and trade barriers, 
has created other problems in the exports 
sector. The first and most serious of them is 
the loss of monetary autonomy. In the past, 
currency devaluation was the solution to the 
countries that wanted to improve their price- 
competitiveness. Nowadays, this policy 
making tool does not exist. The second 
problem is the de-industrialization which is 
now taking place in many of the EU countries, 
since the production is moving towards the 
South-East Asian countries which offer a 
much lower cost. The source of any 
competitive advantage for any European 
country which wants to increase exports 
should be a factor other than the cost 
reduction. The solution lies in the production 
of differentiated products with high 
technological content. (Bournakis, 
2012).Furthermore, if examined at a micro 
level, the access to bigger markets, scale 
economies and exposure to best practice 
management and technology, resulting from 
the globalization of economy, offers the firms 

a wide range of new opportunities. 
(Athanasoglou et al, 2010; Liargovas and 
Skandalis, 2010) 
 If we want to concentrate on Greece, what 
we find is that the export performance is not at 
the level it should be, given the fact that it 
covers only one third of its total imports. 
Exports in goods are among the lowest in 
Europe, amounting to billions of US Dollars. 
This ratio is disappointing if we compare it 
with other countries of the European Union 
and with the European Union as a whole. Two 
South European countries, Spain and France, 
have an exports/imports ratio of 0.77 and 0.85 
respectively and, moreover, Austria’s and 
Germany’s ratios are 0.96 and 1.2 
respectively, while the European Union’s 
relative ratio is three times greater than the 
one of Greece, i.e. 0.91 (OECD). It is this 
ratio that reflects the limited competitiveness 
of the Greek products as well as its inadequate 
differentiation and penetration into foreign 
markets (Athanasoglou et al, 2010). Even so, 
the country’s export performance could be 
characterized satisfactory, given the 
competition it faces in international markets 
from countries like China. 
 In terms of production perspective in 
manufacturing firms, Wright (2013) analyses 
factors influencing supply chain strategies of 
manufacturers in Romania. It is found that 
companies with innovative products have 
higher probability of using a responsive 
supply chain, as well as larger companies and 
companies further upstream are more likely to 
use a responsive supply chain.  Untiedt and 
Pidun (2013), analyze corporate portfolio 
management (CPM) effectiveness. Based on a 
survey among 196 executives of the largest 
companies worldwide, they identify three 
distinct CPM user-types that are traced back to 
a set of distinct company characteristics. Also, 
the CPM user type is found to have a 
significant influence on the characteristics of 
the implemented CPM processes and on the 
integration of CPM with other corporate 
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processes. Bagchi (2013), explores the effects 
of liquidity management on profitability of 
Indian FMCG firms and also the relationship 
amongst them. He finds that liquidity 
management is crucial for every firm to meet-
up both short term and long term current 
obligations of business, including operating 
and financial expenses. The sample size is 
restricted to 18 Indian FMCG firms and the 
secondary data for analysis is retrieved from 
Prowess Database of Centre for Monitoring 
Indian Economy (CMIE) for the ten-year 
period from 2001-2002 to 2010-2011. The 
study results reveal a negative relationship 
between the measures of liquidity 
management with firms' profitability, but 
firms' size has a strong positive relation with 
profitability. 
 There are many definitions of 
competitiveness in current literature. 
According to D’Cruz and Rugman (1992) firm 
level competitiveness can be defined as the 
ability of firm to design, produce and or 
market products superior to those offered by 
competitors, considering the price and non-
price qualities. Sources of competitiveness are 
the assets and processes within an 
organization that provide competitive 
advantage. Firm level competitiveness is very 
important because competitive firms give also 
competitive advantage to the country they 
belong to. Reve and Mathienesen (1994) 
define successful competitiveness as “the 
ability of providing products and services with 
a satisfactory profit in an international 
competitive environment,” when at the same 
time Willoughby (2000) provides another 
interesting definition “the ability of an 
enterprise to secure and enlarge its sector 
market share.” Furthermore, in a report for the 
European Commission Directorate- General 
Regional Policy we find competitiveness 
based on the capacity of firms to compete, to 
grow and to be profitable. 
 In order for a firm to be competitive, it 
should have what is called “competitive 

advantage” (Barney, 1991, Peteraf, 1992, 
Kucukaslan and Ersoy, 2007). According to 
Peteraf (1993), heterogeneity among firms, is 
one of the theoretical assumptions underlying 
a competitive advantage, i.e. “productive 
factors in use have intrinsically differential 
levels of ‘efficiency’. Some are superior to 
others. Firms endowed with such resources are 
able to produce more economically and/ or 
better satisfy customer wants.” According to 
Johnson (1992), operational efficiency, cost 
effectiveness and quality, are important for 
competitiveness. Also, Information 
Technology (IT) and innovation (Grupp, 
1997) contribute to competitiveness. Porter 
(1990) emphasizes on productivity and 
productivity growth as sources of 
competitiveness. Usually, financial ratios are 
popular for evaluating a firm’s performance. 
However, it seems that the usage of more 
sophisticated models can help in sustaining a 
firm’s competitiveness.  

Competitiveness involves a combination 
of assets (either inherited, like natural 
resources, or created, like infrastructure) and 
processes which transform assets to achieve 
economic gains from sales to customers. In 
order for a firm to be competitive, it should 
have what is called “competitive advantage”. 
(Barney, 1991, Peteraf, 1993, Kucukaslan and 
Ersoy, 2007). However, as it is admitted in the 
same research, the sustained competitive 
advantage does not last forever and, moreover 
it is the inability of the competitors to 
duplicate the source of competitive advantage 
that makes it sustained. This means that 
when/if the competitors ever manage to 
duplicate it, the sustained competitive 
advantage is lost. 

There are numerous studies on the factors 
affecting competitiveness. One very important 
is the Diamond Framework Theory by 
Michael Porter, as presented in “The 
Competitive Advantage of Nations” (1990). 
Michael Porter states that a firm’s 
competitiveness is dependent on four major 
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which are the factor conditions, the demand 
conditions, the related and supporting 
industries, as well as the context for firm’s 
rivalry and strategy. Kao and Liu (1999), in a 
research undertaken in Taiwan, highlight two 
indicators for competitiveness, technology and 
management. In technology, quality and 
quantity of equipment are important together 
with the level of employees. In a study on 
micro factors determinants of export 
performance in the Philippine Manufacturing 
sector by Duenas-Caparas T. (2006), foreign 
affiliation, R&D, training of employees, 
capital intensity, size and age, were found to 
be significant determinants of exports, 
however with different effects depending on 
the manufacturing sector. Görg and Spaliara 
(2009), use a probit model to find that 
continuous exporters face significantly higher 
survival prospects compared to starters. 

As far as Greece is concerned, Liargovas 
and Skandalis (2010), examine the key 
determinants of performance of Greek 
industrial firms listed on the Athens Stock 
Exchange during the period 1997-2004. They 
examined a sample of 102 firms listed on the 
Athens Stock Exchange, by collecting data 
both from the ICAP database and from 
questionnaires. Information was compiled on 
the financial data of the firm, the level of 
education of the management team members, 
the shareholding percentage of the 
management team members, the existence of 
innovation in the firm, the average years of 
experience of the management team members 
as well as their average age, the number of 
employees, the number of employees having 
tertiary education, the location, the age of the 
firm and last but not least the exporting 
activity of the firm. They find that a firm’s 
performance is positively influenced by an 
increase in leverage, whereas liquidity has a 
negative impact on it.  

Furthermore, capitalization, as it is 
measured by fixed assets to total assets, is 
negatively related to financial performance, 

but the net investment ratio is found to have a 
positive impact on it.  

Agiomirgianakis et al. (2006) examine the 
factors affecting profitability and employment 
growth in Greek manufacturing firms during 
the period 1995-1999. In this survey, 3094 
firms were studied covering the years 1995 
and 1999. As far as profitability is concerned, 
size and total assets turnover are found to have 
a positive impact on profitability. That is to 
say, larger firms and those who make an 
efficient use of both fixed and current assets 
are found to be more profitable. However, the 
exports variable was found to influence 
negatively the firms profitability, since firms 
need to lower the profit margins in order to 
face the competition in the export markets. 
The age factor was found to have a strongly 
negative relation to profitability, indicating 
that new firms tend to be more profitable.  

 
METHODOLOGY 

 
  The scope of this research is to detect 
differences in the financial profile of 
manufacturing exporting and non-exporting 
firms in the Greek manufacturing sector as 
well as to reveal the critical financial factors at 
the firm level, that affect the competitiveness 
of Greek manufacturing firms. In relation to 
theory and the available literature, the authors 
consider market share and export performance 
as indicators of a firm’s competitiveness.  
 Firm characteristics have been identified 
as possible determinants of export 
performance. From those, competitive 
advantages are built and economic rents are 
realized. Based on the above, the authors used 
firm specific data taken from their financial 
statements as well as questionnaires. 
 The sample consisted of the largest 335 
exporting and non-exporting firms, in the 
sectors of Textiles and Food and Beverages, 
sectors with the highest export share. The 
number of firms taken from each sector is 
proportional to each sector’s export share in  
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the total of exports of the two sectors in the 
year of 2005, i.e. 148 firms from Textiles 
Sector and 187 from Food & Beverages 
Sector.  Year 2005 was taken as the average of 
the period covered in the study. The time 
period covered is 11 years, i.e. 2000-2010.The 
authors used 222 exporting firms and 113 non-
exporting in the sample, from both of these 
sectors. Financial data are resourced from the 
ICAP Hellas S.A., a private data base 
company in Greece, based on firm’s financial 
statements. Firms are both public and private 
firms, randomly selected from the ICAP data 
base. The responses to questionnaires 
amounted to only 100 firms.  

The methodology used is a binary logit 
regression model on all firms (335) in the 
sample (exporting and non-exporting), using 
only financial variables, in order to detect 

factors affecting export performance. The 
model is as follows:  

 
Where yit takes the values of 0 for non-

exporting and 1 for exporting firm, as a 
function of the vector of determinants of 
exports, Xit, with slope parameters given by 
the vector β and the error term εit.The authors 
run three separate regressions, one for all 
firms (335), one for the Food and Beverages 
sector and one for the Textiles using as 
dependent variable exporting activity, to 
identify the critical factor of exporting firms 
and to detect if there exist any differences 
among the two sectors. The independent 
variables used are indicated in Τable 1 above. 
The authors used E-views 6.0 software for all 
regressions performed in this study. 

 
 

Table1: Financial Variables Selection and Hypothesis Testing 
Variables Variables meaning Abbreviations Expected Sign 

DEPENDENT 
VARIABLE 

#1 
Exports orientation 

[NONEXP-
EXPORTING] 

--- 

Independent Variables 

X1 
% Change in net Fixed 

Assets 
Net FA_GROWTH (+) 

X2 Gross Profit/Sales  GROSS MARGIN (+) or (-) 

X3 
Current Assets/Current 

Liabilities 
LIQUIDITY (+)  

X4 

Return on Assets= profit 
before interest and taxes 

(EBIT) to total assets 
(profitability). 

 (ROA) (+) (-) 

X5 Total Sales/Inventories SALES/INV (+)  
X6 Sales Growth SALES_GROWTH (+) 
X7 Debt/Total Assets FIN_LEVERAGE (-) 

X8 Sales/no of employees PRODUCTIVITY (+) 

X9 ln Total Assets (size) LN_TA (+) 

X10 
Net Fixed Assets/Total 

Assets 
CAPINTENS (+) 

X11 

Firm age 
Dummy Variable 

 1=if Firms Age<5 years 
2=Between 5 and 10 

years 
3= otherwise 

AGE (+) or (-) 

 

it ity X   
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Furthermore, the authors hypothesize the 
following correlation with exporting activity 
and /or market share: Size, is measured as the 
log of real sales (log_sales). The relationship 
is expected to be positive, because “larger 
firms are generally regarded as more capable 
of bearing the large investments and high risks 
associated with exporting”. (Duenas- Caparas, 
2006). However, Ali and Swiercz (1991) do 
not support this idea as the results of their 
research indicate that size does not influence 
exporting attitudes.  

Leverage (-) (measured as the debt over 
total assets) ratio (debt_ta), is used to calculate 
the amount of the firm’s total assets that has 
been financed by debt. It is an indicator of 
leverage and, as a consequence, of risk. The 
higher the ratio, the riskier the firm. However, 
according to the trade-off theory (Bradley et 
al, 1984. Harris and Raviv, 1991) there is an 
optimal point of leverage which maximizes 
the firm’s market value, so it increases the 
return to shareholders and allows the firms to 
have tax advantages. (Liargovas and 
Scandalis, 2010). Jensen (1986) and Zwiebel 
(1996) also support that debt can lead to a 
more efficient management performance. 
However, high use of debt increases risks 
through fixed costs and cost of capital, thus 
lowering the value of firms. Consequently, the 
relationship can be either positive or negative. 
Empirically, it has been proved that leverage 
has a positive relationship with 
competitveness. (Liargovas and Skandalis, 
2010) but a negative relationship with 
profitability (Agiomirgianakis et al, 2006).  

Labor productivity(+) or (-) is measured 
as the Sales per number of employees’ ratio 
(sales_employees). Empirical studies show 
that there is a self-selection of more 
productive firms into exporting, so 
productivity can be considered as a positive 
determinant of exporting. (Wagner, 2008) 

Profitability (ROA) (+) or (-) measured as 
the profit before interest and taxes (EBIT)  to 
total assets (profitability). It is expected to 

have a positive relationship with exporting as 
what is expected is that profitable firms will 
seek to expand their business in other markets, 
whereas non-profitable firms will try  to solve 
this problem first before expanding their 
business (Gorg and Spaliara, 2009). However, 
due to higher competition in the export 
markets, exporting firms realize lower profit 
margins vs. non-exporting firms, which, 
combined with their size in TA, results in 
lower return on assets. As of that a negative 
correlation would be expected. Furthermore, 
Greek profitable firms do not  have the need to 
increase their profits through exports. 

Net Fixed Assets growth (+).  Indicates 
new investments in new technology resulting 
in more competitive products through 
innovation and economies of scale. Therefore 
hypothesized having a positive relation to 
exports. 

 Age (+) or (-). Older firms are exporting 
more, due to their higher experience and the 
development of networks. However, younger 
firms are more flexible, use more modern 
technology and can adjust to customer 
preferences; therefore we could have a 
positive correlation to exports and domestic 
market share. 

Size (+): larger firms are more 
competitive, due to economies of scale and 
therefore they can compete on lower prices. 
They also provide the necessary funds for 
promotion of exports.  

Gross margin (+) or (-): Gross profit 
margin is important for the manufacturing 
firms and indicates real capability in 
managing their production cost effectively.  

However, if competing on lower prices, 
the relationship should be negative with 
exports and market share. Sales growth (+): 
indicates the ability to compete effectively, 
through lower prices, product quality and 
differentiation. 

Liquidity (-): Very liquid firms indicate 
inefficiency in the management of their liquid 
assets. 
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Cap intensity (+) or (-): The positive sign 
is hypothesized on the basis of large scale 
operations which can produce competitive 
exports. A negative sign indicates that 
exporting firms have lower Net Fixed 
Assets/Total Assets, since Greek exports come 
from light manufacturing industry. The 
competitiveness of the Greek products in the 
investigated sectors arises from flexibility in 
servicing customer needs, quality and 
differentiation. 

Sales/inv (+) The higher this ratio is, the 
more efficient the firm is in managing its 
inventories. 

Productivity (+) or (-): Measured as 
Sales/no of employees, is expected to be 
related negatively, in the case that exporting 
firms have more personnel, due to higher 
promotional and network activities. 

Additionally, in those firms there is a need for 
more specialized personnel of higher 
educational level. The positive relation is 
expected on the basis that, a high sales/no of 
employees ratio indicate higher efficiency and 
lower prices, therefore, more competitive 
firms and higher exports.  

 
DESCRIPTIVE STATISTICS 

 
 The authors checked for significant 
differences among exporting and non-
exporting firms for the whole sample, in 
selected financial variables, using Kruskal 
Wallis test for variance of mean, based on the 
fact that the variables are not normally 
distributed.  

 

 
Table 2: Descriptive Statistics 

 Exporting Firms Non Exporting Firms 

 Mean St. Deviation Mean St. Deviation 

LEVERAGE 0,31 0,32 0,55 0,62 

AGE 2,07 0,339 2,93 0,251 

LIQUIDITY 0,304 0,0122 1,67 1,71 

PRODUCTIVITY 12,548 4,583 11,95 3,254 

LN_TA 14,53 2,87 16,41 2,13 

MARKET_SHARE 0,30 0,489 0,40 0,193 
 
 

Table 3: Kruskal Wallis Non Parametric Test 

 AGE LN_TA 
PRODUCTIVI

TY 
LEVERAGE LIQUIDITY 

MARKETSH
ARE 

Chi-
Square 

41,307 65,563 9,391 7,970 53,561 90,853 

Asymp
. Sig. 

,000(***
) 

,000(***) ,002(***) ,005(***) ,000(***) ,000(***) 

Grouping Variable: import-export activity 

*** Significant at the 1% level (two-tailed test).  
 
From the above table we can conclude that 

exporting firms use lower debt, are younger 
firms of smaller size, have lower liquidity, 
higher labor productivity and have a lower 

domestic market share. Also it is shown that 
exporting firms are different in all of the 
above variables used in the analysis, at 1% 
level of significance. 
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Table 4. Dependent Variable: Exporting Activity 
Logit Results for All and Each Sector Separately 

 
Dependent Variable =  

Exporting activity 
[0=non exporting firms,  

1= exporting firms] 

All sectors  
(Food and Beverages and Textiles) 

Food and Beverages sector Textiles sector 

Variables Coefficient Prob.   Coefficient Prob.   Coefficient Prob.   

C -1.544626 0.0000(***) 0.634401 0.2188 0.915471 0.0000(***)

CAPINTENSITY -3.558558 0.0000(***) -0.910704 0.1148 -0.139695 0.4528

LEVERAGE -2.413031 0.0000(***) -1.388069 0.0009(***) -1.34E-06 0.0001(***)

AGE 0.391689 0.0136(**) 0.046344 0.0000(***) -0.005559 0.0222(**)

GROSS MARGIN 0.009988 0.0017(***) 0.015683 0.0611(*) 0.003133 0.2059

LIQUIDITY -0.074642 0.0052(***) 0.069144 0.5975 -0.065363 0.0000(***)

ROA -2.306495 0.0000(***) -3.129922 0.0145(**) -1.79E-06 0.9993

NET FA_GROWTH -0.001511 0.3472 0.031662 0.6494 1.06E-07 0.1581

PRODUCTIVITY -1.50E-07 0.0572(*) -4.12E-08 0.8636 -1.33E-07 0.0086(***)

SALESGROWTH 0.013898 0.0000(***) 0.016809 0.7759 -3.73E-06 0.5802

LN_TA 1.105188 0.0000(***) 0.086105 0.0329(**) 1.03E-07 0.1967

SALES_INV -0.000249 0.8239 -0.027913 0.0000(***) 6.00E-08 0.0002(***)

McFadden R-squared 0.33221 0.168485 0.285592 

Akaike info criterion 0.836627 0.556979 0.826564 

Schwarz criterion 0.857759 0.607175 0.863605 

Probability(LR stat) 0.000000 0.000000 0.000000 

Method: ML - Binary Logit (Quadratic hill climbing)     

* Significant at the 10% level (two-tailed test), ** Significant at the 5% level (two-tailed test),   
*** Significant at the 1% level (two-tailed test).  
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RESULTS 
 

        The results from the model with export 
activity as dependent variable are shown in 
Table 4 above. 
 
Discussion of Results on the Whole Sample 
Model 
 

The results suggest that important factors 
affecting the ability to export of Greek firms 
in the F&B and Textiles manufacture are: 

• age (+): Older firms are exporting more, 
due to higher experience and development of 
networks 

• size (+): larger firms are more 
competitive, due to economies of scale. 

• gross margin (+): Gross profit margin is 
important for the exporting manufacturing 
firms and indicates ability to manage their 
production costs effectively. 

• sales growth (+): Exports contribute to 
the firm’s sales growth 

• leverage (-): The higher the indebtness of 
the firm the lower the ability to export, due to 
higher costs and risks. 

• liquidity (-): Very liquid firms indicate 
inefficiency in the management of their liquid 
assets. 

• ROA (-): Due to higher competition in 
the export markets, exporting firms realize 
lower net profit margins vs. non-exporting 
firms, which, combined with size in TA, 
results in lower return on assets. Furthermore, 
profitable firms do not need to seek increased 
profits through exports. 

• cap intensity (-): Suggests that 
exporting firms have lower Net Fixed Assets / 
TA, therefore Greek exports in those sectors 
are from the light manufacturing industry. The 
competitiveness of the Greek products in the 
investigated sectors arises from flexibility in 
servicing customer needs, quality, 
differentiation and lower prices. 

• productivity (-) : Measured as Sales / 
no of employees, indicates that exporting 

firms have more personnel, due to more 
promotional and network activities. 
Additionally, there is need for more 
specialized personnel of higher educational 
level. This is not in line with studies in other 
countries (Wagner, 2008; Poschl et al., 2009).   

According to Malliaropoulos (2011) the 
competitiveness in terms of labor cost per 
product unit decreased only by 10% in the 
period 2000-2009.  

 
Discussion of Results on F&B Sector 

 

• age (+): Older firms are exporting more, 
due to higher experience and 
development of networks. 

• size (+): larger firms are more 
competitive, due to economies of scale. 

• ROA (-): Due to higher competition in 
the export markets, exporting firms 
realize lower profit margins vs. non-
exporting firms, which, combined with 
their size in TA, results in lower return 
on assets. 

• sales_inv (-): Indicates how soon 
manufacturing firms sell their products. 
The results show an unexpected negative 
correlation, showing that the exporting 
firms in the sector have lower inventory 
turnover. This might be due to export 
bureaucracies or to the nature of 
exporting goods. 

• leverage(-) suggests that high in 
debtness increases costs and lowers 
exports 

 
Discussion of Results on Textiles Sector 
 
In the textile sector it is observed that: 
• liquidity and employee productivity (-) 

as being important determinants, with 
a negative sign as the results in the all 
firms sample, for the reasons explained 
above. 

• Inventory turnover (+) came is 
significant and positive for the sector  
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conducted by Madsen (1987) and Aaby and 
Slater (1989), indicated that its influence was 
uncertain.  
 The Use of e-commerce (e-com) is 
expected to have a positive relationship with 
export performance as it offers access to 
bigger markets, bringing the consumer closer 
to the firm, regardless of his geographical 
location. The Use of Innovation / patents 

(patent and innov) is also taken into account. 
Various studies, like Kaldor (1978), Krugman 
(1979), Brander and Krugman (1983) and 
Grossman and Helpman (1991), have shifted 
the international competitive edge from the 
cost of production to the product quality, thus 
from price competitiveness to innovative 
procedures used in the production. 

 
Table 5. Variables Selection 

Variables Abreviations Meaning 

Export 
orientation  
(1: export 
activity, 0: 
Non export 

activity) 

(1) = 
Quantitative  

(2)= 
Qualitative 
Variables 

X1 LOG_SALES The logarithm of Sales (+) 1 
X2 DEBT_TA Debt over total assets  (-) 1 
X3 SALES_EMPLOYEES 

Sales per number of 
employees  

(+) 
1 

X4 PROFITABILITY 
Profit before interest and taxes 
to total assets 

(+) or (-) 
1 

X5 INTEREST_CR 
Interest Coverage Ratio (cash 
flow/ interest expense) 

(+) 
1 

X6 

AGE 

Firm age is a dummy variable 
that takes the value 1 for firms 
with age less than 5 years, 
value 2 for Firms with Age 
between 5 and 10 years and 3 
otherwise. 

(+) 1 

X7 
MARKET_SHARE 

Herfindahl index, 
size of the firm’s market share 
in relation to the industry 

Unspecified 
sign 

1 

X8 IT 
Proxy for technology 
(0=no and 1=yes) 

(+) 2 

X9 E-COM 
The use of ecommerce 
(0=no and 1=yes) 

(+) 2 

X10 PATENT 
Proxy for use of patens 
(0=no and 1=yes) 

(+) 2 

X11 INNOV 
Proxy for use of innovation 
(0=no and 1=yes) 

(+) 2 

X12 OWNER 
Proxy for ownership 
(0=domestic and 1=foreign) 

(+) 2 

X13 
COOP_FOREIGN 

Proxy for cooperation with 
foreign firms 
(0=no and 1=yes) 

(+) 2 

X14 

IMP_RAW_MATER 

The Use of Imported Raw 
Materials compared to the 
total sales 
(0=low and 1=high) 

(-) 2 
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So, what is expected is that there is a positive 
relationship between patents and export 
performence. There is evidence on empirical 
research on Greek SMEs, which shows that 
innovation, know how, quality marketing and 
organization, are related to better performance 
(Spanos, Lukas and Zaralis (2004). Sources of 
innovation can be found from customers, 
associates, even employees. This is called 
open innovation, which is suitable to the 
Greek business practice, since there are 
limited funds for R&D. Collaborations among 
firms on innovation strategies is also very 
important. 
 Foreign Ownership (owner) is expected to 
have a positive impact on the export 
performance, “mainly because of the 
multinational company’s access to superior 
production, technology and management 
know-how to the local firm. Further, 
multinational Enterprises (MNEs) have 
sophisticated international networks which 
facilitate the exporting process.” (Duenas- 
Caparas, 2006). 
 The Cooperation with Foreign Firms 
(coop_foreign) is also expected to have a 
positive impact on the export performance, 
due to the reasons mentioned in the previous 
paragraph. 
 Finally, the Use of Imported Raw 
Materials (imp_raw_mater) and the Cost of 
Imported Raw materials compared to the total 
sales (cost of imports/sales) are expected to 
have a negative relationship with the export 
performance. This is because the exporting 
firms are expected to use raw materials that 
can be found in the country, so that they keep 
the cost of the raw materials low. The results 
are given in Table 6 .  
 
Discussion of the Results 
 
Cooperation with a Foreign Enterprise is 
found to be statistically significant at the 1% 
level of significance and positively correlated 
to the firms’ export performance, following 

the existing literature (Duenas- Caparas, 
2006). The sign is as expected, due to the 
access to superior production methods, 
technology knowhow and sales promotion 
networks, offered by such cooperation. 
 For the same reasons as above, Foreign 
ownership (for_owner) affects positively and 
significantly export activity, due to network  
and know how provided by related firms on 
promoting exports. 
 The cost of imported raw materials per 
sales ratio is statistically significant at the 1% 
level of significance and negatively related to 
the firm’s export performance. That is to say, 
  
Table 6. Logit Results for All Sectors 
 
Dependent variable: exporting activity 

Variables Coefficient Prob.  
C 23.11825 0.9995

SALES_EMPLOYEES -8.15E-07 0.2410
COOP_FOREIGN 2.350865 0.0000 (***)

COST_OF 
IMPORTS/SALES_ -2.315740 0.0001 (***)

DEBT_TA -1.844879 0.0002(***)
E-COM 1.064229 0.0019(***)

IMP_RAW_MATER 1.045986 0.0055(***)
INNOV -0.779541 0.0898(*)

INTEREST_CR -0.001353 0.2779
IT -23.79489 0.9995

LOG_SALES 0.347798 0.0001(***)
MARKET_SHARE -4.981988 0.4434

FOR_OWNER 0.997774 0.0137(**)
PATENT -0.214467 0.4808

PROFITABILITY -6.998887 0.0002(***)
AGE 0.187965 0.4448

Probability(LR stat) 0.000000  
McFadden R-squared 0.214017  
Akaike info criterion 0.504670 

Schwarz criterion 0.577442  
 

Method: ML - Binary Logit (Quadratic hill climbing) 
* Significant at the 10% level (two-tailed test), ** Significant at the 

5% level (two-tailed test), 
*** Significant at the 1% level (two-tailed test). 
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the higher the cost of the imported raw mate-
rials, the less possible the firm’s exporting ac-
tivity.  
 The leverage ratio (debt to total assets) is 
also found to be statistically significant at the 
1% level of significance and negatively 
correlated to the exports, due to risks involved 
and cash flow drainage (Agiomirgiannakis et 
al., 2006). The higher risk that the exporting 
firms face due to the nature of exports is 
preventing them from taking more risk, in 
terms of high leverage. 
 The use of e-commerce is found to be 
statistically significant and positively 
correlated to the exporting activity. The access 
to the global market offered by e-commerce is 
positive for a firm that wants to expand its 
exporting activities. 
 The use of imported raw materials is, 
also, found to be statistically significant at the 
1% level of significance while the cost of 
imported raw materials over sales is found to 
be negatively related to the firms’ exporting 
activity. Therefore, the use of low cost 
imported raw materials can help exportability. 
Furthermore, the firms’ size (log of sales), is 
statistically significant at the 1% level and 
positively correlated to the dependent 
variable. This is, as expected following the 
existing literature, as explained above.  
 Profitability is found statistically 
significant at the 1% level of significance and 
exhibit a negative relationship with the export 
performance. This is attributed to the intense 
competition in the export markets and the fact 
that profitable firms, enjoy oligopolistic 
conditions in the domestic market and 
therefore they do not pursue exports. 
 

CONCLUSIONS 
 
 The purpose of this study is to detect 
differences in the financial profile of 
manufacturing exporting and non-exporting 
firms in the Greek manufacturing sector as 
well as to reveal the critical financial factors at 

the firm level, that affect the export 
performance and competitiveness of Greek 
manufacturing firms. The study sample 
consisted of firms with the highest sales 
potential from the two most important 
manufacturing sectors in terms of exports in 
Greece, i.e. F&B and Textiles industries 
covering a period of 11 years (2000-2010). 
Based on theory and the available literature, 
competitiveness was measured as the ability to 
export and the size of the market share. 
 The study contributes to the field of 
research on competitiveness in the 
manufacturing sector, since this is the first 
study covering those industry sectors for the 
last 11 years period and including both firm 
level financial and qualitative data on aspects 
of managerial strategy performance derived 
from the questionnaire. The study findings 
show significant differences between 
exporting and non exporting firms and suggest 
that exporting firms are younger, smaller, 
have higher labor productivity, lower financial 
leverage and lower domestic market share vs.  
non-exporting firms. 
 The results of the logit regression model, 
based only on financial ratios as independent 
variables, suggest that age, size, effective 
management of production expenses (high 
gross profit margin), sales growth and 
inventory control, have a considerable impact 
on a firm’s ability to export.  It is suggested 
that exporting firms must have a low debt 
exposure and low liquidity. 
 Greek exports come mainly from light 
manufacturing sector, as indicated by the low 
capital intensity characterizing exporting 
firms. It can be stated that in the domestic 
market, large profitable firms with low 
leverage are the winners, as they effectively 
manage money borrowed. The less leverage a 
firm is using the stronger its equity position, 
and contrary the higher the ratio, the riskier 
the firm becomes. 
 In terms of management and strategic 
characteristics, factors that increase 
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exportability, are foreign firm affiliation and 
cooperation, size, low cost raw material 
imports and use of e-commerce. Innovation or 
new technology does not seem to affect Greek 
exports on food and beverages and textiles, 
which mainly compete through low pricing, 
while foreign affiliation and the use of e-
commerce seem to contribute to export 
activity. Most of the Greek exporters are in 
light manufacturering sector with low value 
added products, due to low fixed assets 
because of restrain in financing and low 
profitability.  
 

POLICY IMPLICATION 
 
 Due to the economic crisis, customers’ 
preferences have changed, turning towards 
low priced quality products. Competition has 
been increased from firms which, originally 
coming from low cost countries (i.e BRIC), 
have become now industrialized, investing in 
developed economies and thus improving fast 
the quality of their products through 
application of western  technologies, 
providing low cost quality products. Greek 
firms have to compete with this type of firms 
in the export market. However, small firms 
focusing on market niches innovate and 
broaden their markets globally. This applies to 
Greek exports. Firms have to differentiate 
their products from competition in order to 
avoid competing on low prices. They should 
be extrovert with advanced types of 
internationalization in terms of cooperation, 
partnerships, networking.. Strategies focusing 
on customers who are satisfied easily, mainly 
in the domestic market, with minimum use of 
innovation and weak brand loyalty, will not 
bring profits and competitiveness to those 
firms. Low cost is important, but not without 
elements of differentiation. In the food and 
beverages, firms should focus on quality 
products with new tastes and health food 
characteristics. In the textiles industry, firms 
that have succeeded in producing 

differentiated quality products, using 
international cooperation, will survive and 
grow. 
 For policy makers the study  results 
suggest that exporting firms should be 
supported by easy access to finance for 
investments in fixed assets with new 
technology applications, lower taxes, lower 
bureaucracy, and improvement in the quality 
of physical infrastructure, government 
investments in innovation as well as the 
improved legal and regulatory system. 
However, the recovery of the lost 
competitiveness of the Greek economy can be 
achieved not only by exporting firms, but 
through the transferring of productive 
resources from public services and commerce, 
to firms with export orientation and exportable 
goods and services. At the same time, along 
with the shrinking of the public sector, 
important structural changes are needed, such 
as labor and product markets flexibility and 
the provision of incentives for investments in 
sectors with strong export orientation. 
 Future research on the same topic could 
include a survey of a larger number of firms, 
from a wider variety of sectors and, perhaps, 
for a longer period, so that even safer 
conclusions can be drawn. Also, identifying 
core changes in exporting firms during and 
after the crisis period is of interest to  both 
academics and practitioners. 
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ABSTRACT. The present study tries to analyze the influence of information and 
communication technologies (ICT) and that of switching costs on a group of relationship 
variables.  We aim to analyze the causal relations and their effects in the textile sector of the 
Greek and Spanish market.  The results show the existing relations of perceived value with the 
antecedents and consequences proposed in the model except the ICT. 
 
KEYWORDS. ICT, perceived value, switching costs, commitment, retail trade, Greece,Spain, 
relational variables  
 

INTRODUCTION 
  
 Various essays recognize that the 
complexity that changes add to the market, 
like the intense competition and the 
technological development, creates difficulties 
for management, especially in fast changing 
markets (Ferreiros, 2012).  From this 
perspective, a firm strategy that becomes 
increasingly important is customer retention.  
In this direction, academic research on 
retailing seems to focuses on concepts like 
supplier dependence (Andaleeb, 1995), value 
(Anderson & Narus, 1990), commitment 
(Morgan & Hunt, 1994), or loyalty (Reynolds 
or Beaty, 1999).  In this sense, perceived value 
is being perceived as a client´s total evaluation 

of the relational exchange with retailer 
(Sánchez et al., 2010).  
 Moreover, concerning the distribution 
channels, a tendency towards globalization 
can be observed which summons the research 
question of whether relational variables have 
stable perceptions from an international 
perspective.  In this framework, the present 
study tries to analyze the effects of the 
changes of dynamic variables like the ICT in 
the point of sales, on perceived value, 
commitment, and loyalty.  The starting point 
of this study is the evidence of previous 
studies about the significance of the factors 
that influence this process.  Additionally, we 
intend to detect the possible differences 
between the generated perceptions of these 
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variables in two geographical fields: Spain 
and Greece.  In summary, this study attempts 
to contribute, through its results and its con-
conclusions, to the supplier efforts in order to 
provide sustainable competitive advantages 
through the development of management sys-
systems and business differentiation based on 
client orientation and, more specifically, on 
the delivery of value. 

 
RESEARCH THEORETICAL FRAME 

WORK: LITERATURE REVIEW 
 
The Study of Value in Marketing  
 
 In recent marketing investigation, we can 
observe an increasing interest in study of 
creation of value between the concerning parts 
of the relationship (Grönroos, 2000).From the 
review concerning value, it is confirmed that 
the construct is complex and 
multidimensional.   
 With respect to its conceptual definition, 
various authors widely accept the proposal of 
Zeithaml (1988), (e.g. Caruana et al., 2000).  
According to Zeithaml (1988), perceived 
value can be seen like “the customer’s overall 
assessment of the utility of a product based on 
perceptions of what is received and what is 
given” (p. 14).  In this way, Oliver (1999) 
adds that value is “a positive function of what 
is received and a negative function of what is 
sacrificed” (p. 45), however, perceptions 
exclusively positive or negative can also be 
named value. In more recent studies, the 
treatment of perceived value as a 
multidimensional construct has gained ground 
(Sweeney & Soutar, 2001).  This evolution 
has benefited research in this field as it has 
permitted the evaluation of the experience 
factor that consumers perceive in the store.   
 In this direction, the present study 
highlights the contribution of Sweeney and 
Soutar (2001) who, based on the study of 
Sheth et al. (1991), retain three dimensions in 
order to explain the nature of perceived value. 

In particular, they use the social value, which 
expresses the utility that derives from the 
supplier’s capacity to increase the social self-
concept; the emotional value, which is 
associated with the feelings or affective states 
generated by the point of sales; and the 
functional value, which contains two 
elements. First, it is the utility related to the 
price that derives from the cost reduction 
applied by the supplier in the short or long 
term. Second, the functional value is 
associated with the perceived quality and the 
expected results form the supplier.  
 
 Antecedents and Consequences of Value 
 
 As highlighted in the literature, there exist 
a number of variables that are antecedents of 
perceived value and influence significantly the 
construct.  Among these variables, we stress 
the important influence of ICT.  The 
significance of the ICTs’ application in the 
firms and their effects in terms of relationship 
benefits has been confirmed during the last 
years (Ruiz et al., 2010a, b).  Ryssel et al. 
(2004) point out that ICT is a term that 
comprises every form of technology in order 
to create, capture, manipulate, communicate, 
exchange, present, and use information in 
various forms (company data, voice 
conversations, photos, drawings, multimedia 
present, and other forms included that are not 
invented yet). On the other hand, the concept 
of “switching costs” appears in the literature 
since the 90s within the framework of the 
relationship evaluation that maintains the 
company in contact with its environment. In 
the area of trade distribution, the switching 
costs are defined as the perceived costs to the 
buyer of changing an actual supplier for a new 
one.These costs include those associated with 
the change of spending time, money, and 
psychological cost (Dick & Basu, 1994). 
 In addition to the antecedents, the 
variables consequences of value have had a 
prominent role with regard to the results of 
marketing research. Various academic studies 
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have pointed out commitment as one of the 
main determinants in the creation of long-term 
relationships between supplier and customer 
(Ryssel et al., 2004). According to Morgan 
and Hunt (1994), “an exchange partner 
[believes] that the ongoing relationship with 
another is so important as to warrant 
maximum efforts at maintaining it” (p. 23).  
Also, relationship dependence is a construct 
that emerges as relevant to explain 
commitment.  Emerson (1962) as well, 
developed the dependence theory from an 
interpersonal perspective. According to this 
theory, dependence is perceived as a function 
of two factors: the value of the goal for the 
individual and the existence of alternative 
ways to achieve this goal. Thus, it is 
concluded that the dependence of a person is 
directly related to the benefits obtained form 
the resource and inversely related to the 
alternative resources of these benefits.  
Finally, an important relational variable in 
terms of its links with value is loyalty.  
Loyalty has been considered as a significant 
influence for the retention of the client and for 
the repetitive purchase (Griffin, 1996). In this 
context, Dick and Basu (1994) have 
interpreted loyalty as the combination of a 
positive attitude and purchase repetition.  
 
Research Hypotheses 
 

 As mentioned previously, companies 
develop their activities in a highly changing 
environment, where technological innovations 
play a key role in the relationships with the 
customer.  In this way, we understand that 
ICT exert a positive influence on relationship 
value of the company with its suppliers and 
customers (Mentzer & Williams, 2001; Gil et 
al., 2008). This permits us to form the basis 
for the first working hypotheses: 
 
H1a: The retailer’s ICT intensity has a 
positive influence on quality, as part of the 
functional value that is perceived by the 
customer 

H1b: The retailer’s ICT intensity has a 
positive influence on price, as part of the 
functional value that is perceived by the 
customer 
H1c: The retailer’s ICT intensity has a 
positive influence on the emotional value that 
is perceived by the customer 
H1d: The retailer’s ICT intensity has a 
positive influence on the social value that is 
perceived by the customer 
 

 On the other hand, switching costs refer to 
benefit and loss costs (White & 
Yanamandram, 2007).  These costs are related 
to a customer evaluation of the positive and 
negative aspects derived from the customer’s 
permanence in the relationship with the 
current supplier.  These benefits can be related 
to the product, its quality and its price, and 
also, they can include social benefits such as 
the relationship of trust and friendship with 
the personnel of the store. This enables the 
creation of value in the relationship with the 
retailer, and that in turn provokes entry 
barriers for the competition and at the same 
time creates barriers for a possible exit of the 
customer from this link, through the switching 
costs effect (Lovelock, 1991).  The previous 
considerations permit us to propose the 
following hypotheses:  
 
H2a: The switching costs exert a positive 
effect on quality, as part of the functional 
value perceived by the customer 
H2b: The switching costs exert a positive 
effect on price, as part of the functional value 
perceived by the customer 
H2c: The switching costs exert a positive 
effect on emotional value that is perceived by 
the customer 
H2d: The switching costs exert a positive 
effect on social value that is perceived by the 
customer 
 Moreover, the conceptualization of value 
proposed by Zeithaml (1988), underlines that 
the components of quality and price have 
relevant as well as different effects on 
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EMPIRICAL RESEARCH METHOD- 
OLOGY AND EVALUATION OF 

RESULTS 
 
Research Approach and Data Collection 
  
 Taking into account the literature review 
and the research objectives, a questionnaire 
was elaborated in order to collect information 

about the final customer and customer 
opinions regarding the group of variables 
submitted to this research model. These 
variables retained in the research were 
estimated as following in Table 1. This 
quantitative research was carried out through a 
survey addressed to 207 buyers of retail stores 
of shoes and clothes in Athens and Valencia. 

 

 
Table 1. Technical Details of the Research 

GEOGRAPHICAL FIELD Athens, Greece and Valencia, Spain 

UNIVERSE Individuals older than 18 years old 

METHODOLOGY Personal interviews through structured questionnaire 

SAMPLE SIZE 207 valid surveys 

FIELDWORK DATE August 2012 

SCALES (5 POINTS LIKERT) 

ICT - Observatory (2006), Ruiz et al. (2010 a and b) 

Switching costs - Patterson and Smith (2001) 
Perceived value - Sweeney and Soutar (2001) 
Dependency - Gil et al. (2011) 
Commitment - Hennig-Thurau (2004) 
Loyalty - Srinivasan et al. (2002) and Anderson and 
Srinivasan (2003) 

STATISTICAL TECHNIQUES 
Descriptive analysis  

Analysis of Variance 

STATISTIC SOFTWARE  PLS 2.0, SPSS 17 
 
 The fieldwork took place during August 
2012 in the exit of the stores. In relation to 
some traits of the survey, it is stressed that 
77.14% of the respondents are women, as 
expected, as the purchase of shoes and clothes 
is an activity made more often by women who 
are more interested in buying clothes than men 
(Cowart & Goldsmith, 2007).  Additionally, 
more than 80% of the respondents are not 
older than 45 years old, with a major 
representativeness of the segment 26-35 years 
old, considering that retail stores attract a 
younger and more extended age segment. 

RESULTS 
  
 In relation to the validation process of the 
measuring instrument, in the first place we 
estimate the convergent validity, which is 
analyzed for each indicator through the 
loadings, the cross loadings, and the average 
mean-variance (Fornell & Larcker, 1981), and 
secondly, the discriminant validity and the 
reliability were analyzed.  All the results were 
acceptable as can be seen in Table 2.  

With regard to the hypotheses addressed 
here, as Table 3 illustrates, the structural 
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model permits the acceptance of five out of 
six hypotheses, regarding the existing 

relations between the different constructs. 
 

 

Table 2. Validation of the Measuring Instrument 

Variable  Indicator  
Loadings/W

eights  T value  
α 

Cronbach IFC AVE 

ICT 

INTENSITY 

TIC1- Barcode / scanner  0,899 34,990** 

0,954 0,964 0,819 
TIC2- Credit/Debit card payment 0,696 87,389** 

TIC3- Telephone 0,961 104,534** 

TIC4- Fax 0,966 92,416** 

TIC5- E-mail 0,923 40,748** 

SWITCHING 

COSTS 

COS1- Little effort is required to 
buy in this store 0,073 0,661 

N/A N/A N/A 

COS2- This store solves me some 
of my problems 0,532 5,204** 
COS3- I would waste a lot of time 
if I changed 0,313 2,470* 
COS4- I will lose a friendly and 
comfortable relationship if I 
change 0,033 0,409 
COS5- If I change, there’s a risk 
the new one wouldn’t be as good 0,243 1,951* 
COS6- The time I need to buy in 
this store is acceptable 0,149 1,265 

PERCEIVED 

VALUE 

CAL- Quality 0,293 3,912** 

N/A N/A N/A 
PRE- Price  0,269 3,183** 

EMO- Emotional value 0,244 2,740** 

SOC- Social value 0,471 4,901** 

COMMITME

NT 

COMP1- My relationship with the 
store is important 0,943 93,541** 

0,921 0,954 0,875 
COMP2- If the store closed, it 
would be a loss for me 0,946 103,025** 
COMP3- I feel committed to this 
store 0,917 79,768** 

LOYALTY 

LEAL1- I doubt that I would 
switch stores 0,739 21,347** 

0,846 0,935 0,743 

LEAL2- I try to use this store 
whenever I purchase 0,863 56,433** 
LEAL3- This store is my first 
choice  0,902 71,999** 
LEAL4- This store is the best for 
me 0,91 95,832** 
LEAL5- This is my favourite 
store 0,884 61,780** 

** p<0,05, * p<0,10. N/A: Not applicable. The underlined indicators correspond to formative variables.  
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Table 3. Hypotheses Testing 

  Causal relation 
Hypothesi

s 
Standardized 

β  
T 

value 

H1 ICT -> PERCEIVED VALUE Rejected   0,062 n/s 1,346 

H2 
SWITCHING COSTS -> PERCEIVED 

VALUE Accepted 0,060** 10,262 
H3
a     QUALITY -> PERCEIVED VALUE Accepted 0,035** 21,888 

H3
b     PRICE -> PERCEIVED VALUE Accepted 0,045** 14,482 

H3c 
EMOTIONAL VALUE -> PERCEIVED 

VALUE Accepted 0,023** 37,787 
H3
d SOCIAL VALUE -> PERCEIVED VALUE Accepted 0,023** 35,317 

H4 PERCEIVED VALUE -> COMMITMENT Accepted 0,056** 6,378 
H5 DEPENDENCE -> COMMITMENT Accepted 0,055** 7,488 
H6 COMMITMENT -> LOYALTY Accepted 0,020** 42,214 

Perceived Value: R²=0,1571; Commitment: R²=0,1861; Loyalty: R²=0,5606; **p< 0,05; n/s: non 
significant. Source: Own formulation 
 
 The intensity of ICT application from 
retailers in Greece and in Spain is the only 
addressed assumption that cannot be 
confirmed. The results show that ICT do not 
affect the customer’s perceived value (H1: β= 
0,062 n/s).  This result coincides with that 
obtained by Comer et al. (1998), who reveal 
that technology does not influence 
significantly the relational variables 
(satisfaction, commitment, loyalty), something 
that posterior studies also corroborate (e.g. 
Ruiz-Molina et al., 2010b). Additionally, a t-
test is carried out with the objective to detect 
possible differences in the relative perceptions 
on the retained variables of the model, 
between Greek and Spanish consumers (see 
Table 4).             As can be observed, there are 
statistically significant differences in the mean 
values of Spanish consumers in relation to the 
mean values of Greeks, almost in all the 
analyzed variables.  In this aspect, Greek 
consumers present higher rates in all the 
indicators of ICT use by the retailer.  
Similarly, the existence of significant 
differences regarding the four dimensions of 
perceived value—quality, price, social and 

emotional value—it is highlighted.  
Specifically, Spanish consumers consider that 
they perceive less value in the point of sale, 
compared with the responses of Greek 
consumers.  Regarding the estimation of the 
rest of the relational variables, the results 
show that Greek consumers tend to be more 
loyal to the retailer as they reach higher rates, 
while the commitment perception does not 
vary significantly between the two groups of 
customers. All this leads to the conclusion that 
customer nationality affects customer 
perceptions in relation with all the variables of 
the model in a significant manner.  
 

CONCLUSIONS, LIMITATIONS AND 
FUTURE RESEARCH DIRECTIONS 

 
 Literature admits the need to analyze the 
determinant factors of the provision of 
services in the area of retail distribution and 
their effect on the customer’s behavioural 
intentions towards the retail store. Within this 
framework, perceived value has become a 
fundamental variable.The present study has 
analyzed the influence of ICT and switching 
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costs on relational variables like value, and it 
has identified their effects on commitment and 
loyalty in a retail environment, confirming the 
pivotal role of value .  

  The research results show the existing 
relations between value and the proposed 
antecedents and consequences, except the 
ICT.

 
Table 4. Evaluation of the Variables by Nationality Mean Values and Significant Differences  

Variable Indicator 

Total 
mean 
value 

Group1: 
Greece 

Group2: 
Spain F 

ICT INTENSITY 

TIC1- Barcode / scanner  4,54 4,92 4,16 9.442b 

TIC2- Credit/Debit card payment 4,46 4,86 4,05 2.900c 

TIC3- Telephone 4,50 4,88 4,12 2.110 

TIC4- Fax 4,50 4,89 4,11 3.020b 

TIC5- E-mail 4,50 4,89 4,10 1.226 

SWITCHING 
COSTS 

COS1- Little effort is required to 
buy in this store 3,90 

4,16 3,65 8,200a 

COS2- This store solves me some 
of my problems 3,14 

4,16 2,13 6,580a 

COS3- I would waste a lot of time 
if I changed 3,22 

4,17 2,26 1,160 

COS4- I will lose a friendly and 
comfortable relationship if I 
change 2,42 

2,80 2,05 6,890a 

COS5- If I change, there’s a risk 
the new one wouldn’t be as good 3,72 

3,83 3,62 18,260 

COS6- The time I need to buy in 
this store is acceptable 2,86 

2,09 
3,62 

3,130c 

PERCEIVED 
VALUE 

CAL- Quality 3,91 4,22 3,59 11,366a 

PRE- Price  3,96 4,24 3,68 13,891a 

EMO- Emotional value 4,11 4,4 3,81 22,763a 

SOC- Social value 4,01 4,23 3,78 1,213  

COMMITMENT 

COMP1- My relationship with the 
store is important 3,16 3,64 2,68 0,616 
COMP2- If the store closed, it 
would be a loss for me 3,17 3,67 2,68 0,995 
COMP3- I feel committed to this 
store 3,38 4,16 2,6 61,474a 

LOYALTY 

LEAL1- I doubt that I would 
switch stores 4,10 4,31 3,89 47,536a 
LEAL2- I try to use this store 
whenever I purchase 3,35 4,06 2,63 20,005a 
LEAL3- This store is my first 
choice  3,57 4,11 3,02 52,049a  
LEAL4- This store is the best for 
me 3,13 4,21 2,05 18,069a 
LEAL5- This is my favourite store 2,99 3,30 2,68 5,265b 

a, b, c Statistically significant for p < 0.01, p < 0.05 and p < 0.10, respectively 

With all that, it can be concluded that in 
order to maintain in the market, the suppliers 

have to deliver a proposal of value to the 
consumer to attract the consumer, induce the 
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purchase, and foster loyalty (Warnaby et al., 
2005).  This process can be achieved through 
the creation of functional quality, price, 
emotional, and social links.  However, not all 
of them act with the same intensity. According 
to the study results, the effect of emotional 
value on total value and commitment is 
stronger than the  effects produced by the rest 
of types of value.  Therefore, we perceive as 
possible implications for the retail companies 
the concentration of their efforts on investing 
in the resources that improve the customer’s 
experience in the point of sale. These 
resources can be developed through increased 
staff training in the store, with a true vocation 
towards customer orientation, service 
customisation, and interpersonal relationship. 

Finally, in this study we have found that 
the nationality factor affects the behaviour of 
the model variables, pointing towards a 
possible moderating effect.  Perhaps, the non 
significant effect of ICT can be explained by 
the significant differences found in the 
empirical research between the two customer 
profiles of nationality.  All the above 
constitute a new perspective in the analysis of 
relationships between customers and stores of 
clothing and footwear.  It is noteworthy that 
this study has certain weaknesses. 

First, a larger sample that includes 
increased number of respondents for each 
group could  refine the results.  Likewise, the 
research in various retail formats and in 
different product categories could permit an 
increased mainstreaming of the findings.  In 
the same way, sectors of activity where 
technology plays a more important role in 
terms of the relationship with the customer 
could result in a more attractive field of 
research.  

Finally, as future research lines could 
assess whether ICT can exert a moderating 
effect in their relation with perceived value, 
instead of acting as an antecedent.  
Furthermore, the intensity of the relation of 
perceived value with regard to commitment, in 

relation to the customer’s age could be 
estimated, as well as the role of emotions or 
the state of mind which have been studied as 
antecedents of satisfaction (Machleit & 
Mantel, 2001).  It would also be useful to 
explore in the retailing context, the 
contribution of the customer’s search for 
variety, to the creation of loyalty (e.g. 
Christodoulides & Michaelidou, 2010). In this 
direction, the moderating or antecedent role of 
this attitude could be analyzed to observe 
differences according the personal 
characteristics of the individuals. The authors 
also propose future studies to improve the 
measure of loyalty.  The attitudinal approach 
applied in this study for measuring this 
construct should be complemented by a 
behavioural approach that includes not only 
the repetitive purchase but also the word-of-
mouth attitude (Dick & Basu, 1994).  This last 
response is one of the most relevant and 
recognised dimensions of loyalty in the 
literature, and with the technological 
development, the virtual dimension of word-
of-mouth, it gets an increasing academic and 
business interest (Chan & Ngai, 2011).  Thus, 
it would be interesting to measure the word-
of-mouth attitude, personal and electronic, in 
order to identify differences in this dimension 
of loyalty across cultures.  
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 Doing business today without access to the 
Internet is unthinkable.  This is even more 
applicable to firms operating globally.  As 
there is a growing interest in online 
negotiations, e-Negotiations is a timely 
addition to the growing body of knowledge 
concerning Internet-based media. Since 
business negotiation and communications are 
increasingly carried out by email, knowing 
how to optimize this new media channel is 
becoming a must.  Moreover, as negotiation is 
a highly complex decision-making process 
relying on information-sharing, offers, and 
counteroffers between two or more parties, the 
Internet is an ideal communication medium to 
facilitate such exchanges. Up to now, e-
negotiation has often been treated as an 
additional chapter and not addressed in its 
own right. 
 In their book, the authors provide a 
comprehensive coverage of the technical 
aspects of the Internet (chapters 2 & 3), 
followed by an excellent introduction to 
negotiation theory including cross-cultural 
negotiations (chapters 4, 5, & 7) and a 
remarkable chapter on communication tools, 
modes, and issues (chapter 6).  In this chapter, 
the authors describe the requirements, 
advantages, disadvantages, when, and how to 
use voice and video-based teleconferencing, 

videoconferencing, web conferencing, text-
based, and email messaging.  From a 
negotiator’s perspective, this chapter stands 
out for its in-depth description and new 
insights concerning the role of modern 
communication channels.  The book ends with 
a number of special topics (automated 
negotiations, e-diplomacy, and e-ethics), also 
addressing present and future trends in e-
negotiations (chapter 8).  A summary listing 
the main advantages, disadvantages, and key 
points to remember when communicating via 
email is provided as Annex 1.   
 Business executives planning to negotiate 
online require certain skills that carry more 
weight than others due to the very nature of 
the communication medium.  Successful 
negotiators relying on face-to-face interaction 
may not gain similar advantages 
communicating online due to the 
depersonalized nature of e-negotiations.  As a 
result, online negotiations tend to reduce the 
power of stronger negotiators over the weaker 
ones.  Negotiating online offers various 
advantages.  However, its inadequate use may 
be counterproductive.  For instance, 
negotiating online may encourage the use of 
unethical tactics, reduce the amount of 
information-sharing, and make it easy to leave 
the discussions by not responding.  It also 
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makes it difficult to develop personal contacts 
unless both parties have an existing 
relationship from previous dealings.  The 
advantages are mainly in the speed of 
communication, elimination of time zones and 
travel costs, as well as overcoming 
organizational, gender, status, and age 
barriers. 
 The authors argue that status has the most 
dramatic impact on e-negotiations as it is no 
longer a source of inequality or 
discrimination.  Similarly, negotiators with 
poor people skills, unable to control negative 
emotions may do better relying on online 
communications.  In addition, the greater 
psychological distance between the 
negotiators can help them manage their 
emotions better and reduce anxiety (Friedman 
& Belkin 2013). 
 Despite the benefits of online negotiation, 
the authors point out that face-to-face 
encounters should not be dropped.  
Furthermore, e-negotiators have to rely solely 
on written messages, which reduces social 
interaction, social influence, and trust among 
the parties.  The impact of e-mail can be 
optimized by attaching charts, graphs, and 
slides (Ebner 2011).  Concerning relationship 
building online, the authors suggest that the 
parties express greater empathy by showing 
interests in their common needs and asking 
questions about the other party’s requirements 
and concentrating on the exchange of 
messages on shared interests. 
 In chapter 7, the authors highlight the 
generational gap concerning communicating 
online. For example, older people are more 
comfortable making phone calls and having 
face–to-face discussions while younger ones 
are more familiar with the latest online 
technology and its applications.  Besides, 
younger executives tend to be concerned with 
tangible results and are likely to be more self-
centered, resulting in the greater use of 
aggressive strategies, tactics, and adversarial 
behavior.  As age and status command respect 

in more conservative societies and 
relationship-oriented cultures, a blend of 
competitive and cooperative strategies and 
face-to-face negotiations are likely to 
dominate future business transactions both 
domestically and globally. Concerning low-
context cultures (mainly Western), the content 
of the textual message carries most of the 
needed information while in high-context 
cultures (for example Asia and Middle East) 
messages carry plenty of non-explicit 
information relating to the context.  To avoid 
unnecessary cultural conflicts that can easily 
derail the negotiations, e-negotiators have to 
acquire cross-cultural competencies. 
 Another issue that it is worth considering 
is that whatever we say on the Internet leaves 
an electronic trace.  The advantage is that it 
provides an automatic data storage that is 
easily retrieved.  However, the same holds 
true for the other party.  If negative statements 
are made about the other side, they will have 
access to this information and could use it to 
their advantage during the negotiations.  This 
calls for greater care when drafting each 
message to ensure clarity and respect and 
whenever possible, perhaps having someone 
else reread the text before sending it.  As e-
mail communication preserves the experience 
of the moment, it provides background 
information for the next round of discussions 
as well as contributing to the firm’s database.  
 In relationship-oriented cultures where 
trust is a condition for doing business, face-to-
face negotiations should continue to be given 
preference over online negotiations except for 
exchanging non confidential information, 
placing small repeat orders, and 
implementation issues. However, there are 
several instances where negotiators should 
rely on the Internet. These include collecting 
information on competition, their 
counterpart’s background including its 
reputation, checking assumptions, as well as 
exchanging emails concerning  the number of 
people attending the negotiations and their 
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status, drafting the agenda, selecting the site 
and the language to be used, and any other 
details that would facilitate the negotiations.  
Another benefit for e-negotiators is their 
ability to take breaks to gather additional 
information, to think more clearly, to contact 
other experts for technical advice, to develop 
new ideas and counter proposals as opposed to 
face-to-face negotiations where the team 
members are expected to respond promptly.  
Negotiators wanting to negotiate online 
international sales contracts can consult The 
ABA Guide to International Business 
Negotiations for expert advice.    
 Thanks to the widening use of online 
negotiations, Internet provides new 
opportunities for e-commerce while at the 
same time raising concerns regarding security, 
ethics, and confidentiality. Furthermore, the 
risk of doing business worldwide is likely to 
increase, making e-negotiation a rough 
playing field (Ebner 2011).  Global managers 
planning to negotiate online should be aware 
of the cultural, generational, and digital divide 
as well as the role of relationship and status in 
high-context cultures.  Executives mastering 
online technology based on technical skills 
and with confidence will be in a better 
position to improve their success rate in future 
negotiations.  Finally, scholars should be 
encouraged to identify the impact of e-media 
on negotiations and how business executives 
can manage e-negotiation successfully in the 
world economy.  
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ANNEX 1 
 

Main advantages communicating via email 
 Allows for more reflection before 

responding 
 Provides for storage and easy access to 

information 
 Access to a wide range of sources of 

information 
 Allows for research when preparing for a 

negotiation 
 Overcomes organizational barriers, age 

gap and gender differences 
 Overcomes geographical locations and 

time zones  
 Ideal  to supplement face to face 

negotiations with information 
 Avoids personal hostilities particularly for 

those persons who cannot control their 
emotions 

 Empowers shy persons  and negotiators 
with low power or status 

 Useful when the negotiating parties do not 
want their agents to develop a relationship 
with the other party  

 
Some Disadvantages of Using Email 

 Tends to be impersonal 
 Leads to the greater use of distributive 

tactics 
 Encourages self-centered behavior 
 Leads to a higher rate of impasse 
 Makes it difficult to develop relationships 
 Raises security and privacy issues 
 One dimensional communication medium 
 Conveys limited  interpersonal 

information  
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Key Points to Remember When 
Communicating on the Net 

 Keep messages short 
 Focus on clarity 
 Avoid bundling too many issues in one 

message 
 Avoid words that may a double meanings 
 Extra effort is needed in drafting  in cross 

cultural contexts 
 Assume that you have on privacy as your 

email may be read by others 
 Careful who you cc 

 Don’t use abbreviations that may not be 
understood  by the other party 

 It is more difficult to detect deceptive 
tactics 

 It is better to place important issues at the 
beginning of the text 

 Avoid CAPS 
 Use font size 11 or 12 
 Avoid colors particularly blue as it is used  

to display links 
  Avoid the use of emoticons, icons, 

smileys  
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