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This research investigates organizational internal factors determining the choice
of entry mode to foreign markets. The internal factors investigated in this
research were based on the precedent studies in a chosen field. The factors
examined for the purpose of this research included organizational international
experience, organizatiohal degree of control, management’s attitude towards
risk and diversity in the organization. The study defines each of the factors and
explains the relationship between those factors and the dependent variable of
this study — choice of entry-mode to the foreign market, The study revealed the
. items constructing variables to belong to various factors. Therefore, the
'”:"”ré.s'earch showed unpredictable results and the direction was changed in
comparison to this proposed originélly by the researcher. Nevertheless, the
study achieved its aims of identifical;ion of factors influencing the choice of entry
mode and methods of avoiding chailenges in foreign market'“'!nfaddition to that,

this study with the aim of the factors analysis determined the factors that

market. ’ W 3 L

L
i

In addition to that the research provides guideline for the further studies to be

';__f'_conducted in the field of strategic management and, especrally, on the

ftilgaps in this broad field of study.
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Chapter 1

Introduction

' -;_3 flf-.fl;f Background of the Study

Nowadays with the globalization trend moving across the planet, the
ompetmon between companies becomes more and more fierce. Thus, for a

::sf.ul company to stay competltwe and take a certain niche in the overall

":'dtes have - ied the that

mcreasmg phenomenen of firms

lem Definition

intense globalization makes companies all over the world experience
mpetttlon Companies that come from abroad and settle their businesses
r'countnes create competition to local ones as well as face difficuities in

ng" on the foreign market in another country.

number of studies were conducted in the field of marketing and strategic
'._:rﬁ:é_ih:égement regarding organization’s decision making process in entering a
fdréign market. However the majority of the researches focused on the study of
general, external as well as internal factors affecting organization’s strategy.
This study will focus on the internal factors that arise within the organization

while entering an international market. For that reason, it becomes important to

I'I_\_ITI International University (2010)




ent'ify challenges faced within the organization in entering new markets in
~ order to make it possible in future to prevent or overcome failure in entering new
international market. Hence, there is a need in this study to understand internal

organizational drivers influencing entrance of organization into foreign market

SRR

and, as a cénsequence, to understand ways of avoiding difficulties associated
~with its adaptation in terms of strategic management planning. The insights and
findings of this study will be useful as the number of unsuccessful foreign

.. company adaptations may further be decreased.

o The researcher hopes that the inside look into the company and challenges

;'-'-a_é_ébciated with entry strategy formulation will give an understanding of internal
"'éhi?;ationm processes of entry mode strategy formulation and coordinating
between employees and managers of the company both aimed ‘on

essful adaptation in a new forelgn market.

": s

-;_:"3:1";3-"'R93earch Questions

The following are the research questions for this study with the aim to elicit the

"'c__jgpth findings generatéd by investigation of the research problem:

de to a foreign market? -
What are the possuble methods of overcoming failure in entering forelgn

market’?

2
% S 1.4 Research Objectives

Below are the research objectives developed for this study with the aim of
finding answers to the above mentioned research questions and serving as

guidance in conducting of the study:

- INT International University (2010)
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To identify internal factors that influence an organization’s choice of entry
mode into a foreign market

ii. To identify the strongest factor associated with organization's choice of
entry mode into foreign market

o | To iéientify methods of overcoming of difficulties associated with

company’s entrance into a foreign market

..11-.15-.S:i"gnificance of the Study

The researcher believes that the study would make it possible to provide
s:stance either for organizations that are willing to expand their businesses or
iations that already operatemfil;\ternationally. The study would coVer
blems arising from the entering into a new market and identify possiblé
methods of overcoming or even aVcJ:iding them at all. The study will also be
c" herently connected to the cultural and ethical issues as global adaptation is

mpossabfe without takmg into consideration local country’s cultural background.

.:R"e"search Assumptions K

rﬁthls study the researcher assumed that the respondents are all part of an
amzatlon that either has the intention to expand internationally or is already
ng-:-'_E:._)l_Jsmess abroad but is interested to obtain more relevant and useful
f_rjafion on the chosen topic. Moreover, the study will have no separation
tween age and gender as its primary goal is to investigate the behavior of
.'_:Qfg_éﬁi_'éations rather than the behavior of individuals. The researcher aiso
: assumed that this research will have to be completed in the duration of 15

:__e_ék's (one academic semester).

- For the academic research to be conducted systematicaily, most commonly two
basic approaches are used. Two such approaches are Descriptive and Causal.

In order to perform the most relevant analysis for the better understanding of

L T R e S e

concepts, the Descriptive-Analytical basis of study was chosen.

"-"':_:I_NTI International University (2010)




;-‘._7-;:R'es"éa'rch Limitations

S T'h'e.' allocated time period as well as the limited information available may create
- difficuities for the research to be conducted comprehensively in terms of design,
f._sample and methodologies. In addition to that, the unavailability of the
"'.:_'respondents in organizations may create problems in collecting information. The
i '_'-':-_:’workmg time of respondents in organizations may also cause problems in
":-__-fobtammg data. Questionnaires for this study were distributed in four
" "'nlzations that operate internationally. The office branches (as well as
' quarters) of these companies in Kuala Lumpur and Cyberjaya cities were
ted The sample size obtained is relatively small which consists of 120
::chents. Moreover, the se]ectionw_yof the companies and regions to collect
'r_'jfé_f_mation may be biased as the convenience sampling technique \J\ia§
sedas the researcher selected the organizations which were likely to find

: "bébple within the organizations who are willing to complete the questionnaires

":‘5

| "dgring the working day.

INTI International University (2010)




Chapter 2

Literature Review

- e MW\W oy e b U

_- F_(ﬁn"{:this research to be conducted, the existing literature related to the given

_ei&?ﬁvas examined in order to elicit main ideas, theories and definitions relevant
the study. The list of sources used to support arguments for this research is

ded in reference section. Additional materials used to broaden the mindset

he féfsearcher are listed in bibliography section.

L3

ﬁébter will be devoted to the review of literature on existing ideaé,

b’héepis and terminology on a chosen topic of organizations’ choice of entry

-"o‘d_e to a foreign market.

a‘;;

‘The Increasing Trend of Rising Interest in the Field

nd McDougall (2005), as Zahra and George (2002), suggested that the
n_;éf_r)ational entrepreneurship” had firstly appeared in the article by
' ._:_:988). They state that modern development of technology together
th éWareness of opportunities on the part of the leadership importance

'féanizations to start of the exploration of foreign markets.

F-_di"r:ig to Oviatt and McDougall (2005), the increased interest in

'_ﬁa_liiation is observed from the boosted amount of publications of Brokaw
990) The Economist (1992, 1993), Gupta (1989), Mamis (1989).

_;-.g{:é'éit theoretical groundwork was presented in a study of international new
- Ventures, which was defined by authors as business organizations “that, from
i_nception, seek to derive significant competitive advantage from the use of

resources and the sale of outputs in multiple countries” (Oviatt and McDougall,
L 2005).

T International University (2010)




ce.__bf organization's experience factor on foreign market entry
m'-"the service industry was examined in the study of M. Krishna

Er milli from University of North Texas.

:" :'a{ﬁf &' MacMillan (1992) and Thomas & Mueller (2000) both refer to
al culture in their studies. The authors also conducted a research on

: _h&éé and cooperative strategies. Zacharakis examined foreign market entry

' capabilities. Therefore, as we can observe, technological

dy -'va.ns (2002) from Manchester Metropolitan Umversny Busmess School in
e résearch “Internal Determinants of Foreign Market Entry Strategy” talk
fhe relatlonshlp befween psychtc distance and entry strategy In addition
is: relationship seems to* be S|gn|f|cant as it was ‘also studied by
‘“"_nd Brouthers (2001). The author in her research explains the
: é_ipce as political, legal and economic environment, structure of the
busmess practices and language. The author determines cultural

f ‘countries as the level of the similarity of home and host markets

'V'efa_f:::-_'r'esearchers have identified different types of internal factors. They

fl'sidéred these factors as instruments of evaluation the decision-making

rOcess for choice of entry mode. Below are these factors explored by
. ‘researchers.

Jaworski and Kohli (1993) have pointed out centralization of decision-making.

Dosoglu-Guner (1999) me?’tioned about organizational culture. Kogut and Singh

s

"_INTI International Universit§ (2010)




(1988) identified firm size as a main factor. And Caves and Mehra (1986) noted

- oprganization's international experience.

Other interngl determinants of éntry strategy have also been identified earlier in
. the literature:. Centralization of decision making (Jaworski and Kohli, 1993) and
| organizational culture (Dosoglu-Guner, 1999) have been identified as significant
:__ factors in determining a firm’s strategy. As such it was assumed that they have
a considerable influence on entry mode selection, Ja—addition;-iterature on
a>193§;%nd

. R

"’“’“H%WWM Fin g}%h’\,

;'_From these previous studies, one of the main inference that may be made from

export has identified that international experiencg (Caves and Mehr

firm size (Kogut and Singh, 1988} influence entry

findings is that where markets are perceived to be psychically distant from the

_'home market an organization is more likely ’éiggpt an ;ht\w strategy that
(Gatignon, 1988,  MNhax 1L~

number of past studies in the fields of strategic management, marketing

requires less financial commitment and contr

:::anagement and international markéting were examined. The éxistence of
ese studies starting from 1980 to ﬁ?esentjdays proves the fact that there is an
creasing interest in the study of organizational decision-making behavior when

"t'e.ring foreign markets.

'_'._main concepts and ideas from the literature in this field are listed below in a

ble These concepts and ideas are ordered in chronological order with the

ame of the author and the year of publication from the article first time

';__'eared. This table will give a broad picture of the development of the global

erception about the research topic.

ENTI International University (2010)
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