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Asuming that | ; are log-linearly dependent on the explanatory variables, we can write:

In  =bo + Sbix; 2

Maximum likelihood edimators of (2) are readily avalable in most speciadised econometric
packages’.
In entry/exit in foreign countries/primary industry equations, basic explanatory variables can

be summarised as follows:

S,bjxi,- =Db,C + b,GR + bsMS + b,CR + bsSEM; (3)

where:

*i = Number of countries (in logs) firm i was not present in 1987 in its primary industry. This
variableisused only in entry equations,
Ci = Number of countries (inlogs) firm i was present in 1987 in its primary indugtry. This variable is
used only in exit equations,
these two variables capture the number of entry/exit options avalable to the firm. In the entry
equation, it is expected to be pogtive if firms operating in a limited number of countries are more
likely to enter new foreign countries than firms whose operations are dready widdy scattered
throughout Europe. Andogoudy, in the exit equation it is expected to be postive if firms operating in
a large number of countries are more likdy to close foreign plants then firms operating in a smdl
number of countries.
GR = 1991-1987 EU Growth Rate in firm i’s primary industry. This variable measures expected
growth prospects and is expected to enter postively in entry equations and negatively in exit
equations.

° For the ML estimates of (2) we used Limdep 7.
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