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Abstract

From traditionally explanations to the entry mode choice, this paper suggests the need of including strategic variables to understand a complex phenomena which is not always associated with efficiency considerations.

The empirical study is based on 174 entry decisions of service firms. Our analyses support the assertions that 1) determinant factors of entry  mode choice in manufacturing firms cannot be directly transferred to service firms and 2) some variables from the  strategic perspective plays an important role in the  mode choice. 

From our results, we provide implications for the entry mode choice literature and offer a new perspective on the factors influencing the internationalisation of service firms.  
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Strategic Variables in the entry mode choice. An empirical study of service firms 
Introduction

One of the most critical issues in international market entry strategy is the selection of an appropriate entry mode (Young et al., 1989). This paper is focused on the analysis of determinant factors of entry mode choice in Spanish service firms. 
Nowadays, interest in international services has grown because of several trends: (i) as manufactures have globalised, their service providers have been forced to follow the same international pattern; (ii) technology has had a unifying effect, making national boundaries less significant than in the past and creating new forms of internationalisation; and 
(iii) consumers are demanding more services, which sometimes are not available locally and are required on a global scale (Cicic, Patterson and Shoham, 1999; Winsted and Patterson, 1998). Moreover, firms offering public services (such as energy, telecommunication…), bank entities and firms offering information-based services have increased their overseas investments in last years. Nevertheless, the research, both theoretical and empirical, which analyses services in an international context is still scarce. 

A vast majority of studies that analyse the entry mode choice has expanded considerably for some years, with a traditional focus on manufacturing firms. The importance of services in the world economy claims for a clear understanding of the issues that should be analysed in the internationalisation decision of service firms. Thus, we aim to provide empirical evidence of the service sector in order to answer the following question: is it possible to applied internationalisation theories developed for manufacturing firms to explain the internationalisation patterns of service firms or, in contrast, specific characteristics of services suggest that internationalisation approaches developed for products may need significant adaptation before they can be used in service firms?
Additionally, we propose an integrative theoretical approach in which not only traditionally variables from Transaction Cost Theory (TCT) and Organizational Capability Perspective (OCP) are analysed, but also strategic variables, that has not been considered in prior studies, are included.
In the current competitive environment, entry mode choice is not an isolate decision based only on efficiency considerations (TCT and OCP). Aspects such as strategic motives of internationalisation or firm’s competitive position in the global environment have an impact on the entry mode choice. The introduction of such a strategic perspective in the entry mode analysis contributes to a better understanding of firms’ internationalisation process. 

The paper is structured as follows. Section 2 gives a short overview of the most relevant theories to explain the entry mode choice and develops the specific hypothesis of the study. Then follows a description of the methodology, the statistical study and the discussion of the results. Finally, we present the main conclusions and suggest further research areas.

Theoretical framework, determinant factors and hypothesis 

There exists two basic theories to understand the entry mode choice: Transaction Cost Theory (TC)  (Williamson, 1975, 1985; Buckley and Casson, 1976; Anderson and Gatignon, 1986) and Organizational Capabilities Perspective (OC) (Kogut and Zander, 1993, Madhok, 1997). Although both theories provide complementary explanations to the entry mode choice, TC is focused on problems related to opportunism, bounded rationality and transaction costs, whereas OC is relevant to understand which resource and capabilities are necessary to entry mode decision-making.

In TC theory, firms possessing some rent-yielding specific advantage are motivated to enter foreign markets in order to exploit this advantage in the most efficient manner. Firms can organise their transactions through market contracting, by internalising them within the organisation or by some other modes reflecting an intermediate degree of integration (hybrid forms). Firms will select the entry mode which minimises the transaction costs associated with the exploitation of an existing advantage. Under the assumption of opportunistic behaviour and bounded rationality by economic actors, market imperfections increase the associated costs of transacting with a partner, which it results in a preference for internalising the transaction within its own boundaries (Buckley and Casson, 1976). 

 The OC perspective broadens the focus from minimising the transaction costs to also incorporate the managing of value, both its erosion and enhancement, inherent in a firm’s knowledge base (Kogut and Zander, 1993). The key issue in the entry mode choice is the compatibility between the firm’s existing routines and those needed to be successful in a particular market (Madhok, 1998). 

When the know-how is of a tacit nature (for example, managerial or marketing capabilities), its transference to external firms, instead of exploiting them by firms, is accompanied by a non-trivial loss of value (Kogut and Zander, 1993). Firm-specific knowledge is embedded in organizational routines, being difficult to isolate and transfer it to an external firm. However, setting up a wholly-owned subsidiary in foreign markets allows firm to replicate the original capability without losing value in the transfer and facilitate future international expansion (Kogut and Zander, 1993).

From these two theoretical perspectives, empirical studies have tried to analyse the impact of transaction and firm’s organizational capabilities factors on the entry mode choice. Nevertheless, multinational firms are competing in global rather than national markets and when global competitive interdependence exists, the actions taken by a firm in one market often have repercussions in other national markets (Kim and Hwang, 1992). Moreover, strategic motivations as setting up a strategic outpost for future expansion, setting up a global sourcing site, achieving economies of scale by concentrating the important activities at a limited number of locations, etc.,  favour high control entry modes (Harzing, 2002).

Therefore, as new competitive conditions can determine entry mode choices due to strategic considerations. In this paper we include the analysis of other variables which have not been considered in previous studies, mainly in those ones focused on theories mentioned above (TC and OC). 

Transaction cost factors
Country Risk

An important source of uncertainty identified in the international business context pertains to the political instability and economic fluctuations in the foreign countries. Country risk impacts both the need for local knowledge and the exposure of assets (Brouthers, 2002). Therefore, firms facing high country risk tend to seek local knowledge through agreements or joint ventures with local firms. Under such conditions, other studies (Aulakh and Kotabe, 1997; Erramilli and Rao, 1993; Kim and Hwang, 1992) suggest  that firms prefer retain flexibility and shift risk to local firms by using low control modes of entry and minimising their commitments. As has been pointed out by Buckley and Casson (1996) as volatility increases internalisation becomes less attractive. Thus, our hypothesis: 

H1: The greater the country risk of host market, the lower the likelihood of choosing high control and resource commitment modes 

Cultural Distance

 Several studies have considered that cultural distance between the home and the intended foreign market is a powerful determinant of modal choice. However, there appears not to be a consensus on their influence. 

Traditional TCT arguments considers that firms minimize the high information cost associate with operating in culturally unfamiliar countries by using collaborative modes of entry (Gatignon and Anderson, 1988). The foreign investor share risk with local partners and avoid costly mistakes in the new market. Empirical evidence supporting a positive relationship between cultural distance and the desire to establish collaborative modes has been found in several studies (among others, Erramilli, 1991; Kim and Hwang, 1992; Benito, 1996) 

However, recent research suggest that high socio-cultural distance could give investors incentive to internalise due to difficulties in resource transferring across firm boundaries and the necessity of incurring in ex-ante cost of evaluating the local collaborator (Anand and Delios, 1997; Chen and Hu, 2002). This fact is specially relevant in most of the services characterised by a low degree of separability (Domke-Damonte, 2000). A business that is not separable has to conduct face-to-face transactions with his customers creating important risk to the firm. In particular, the performance of employees who deal directly with customers is important for the maintenance of a firm’s quality standards (and the resulting competitive advantage). If firms use local partners in countries with a high cultural distance, the quality of a service may vary, raising an overall problem of consistency for the foreign investor (Bouquet, Hebert and Delios, 2002). Keeping transactions within the context of the firm’s organisational boundaries could solve this problem. Therefore, given the  evidence in services industries in favour of the  high control: 

H2: The greater the cultural distance between home and host markets, the higher the likelihood of choosing high control and resource commitment modes

Market Potential

Choice of entry mode is driven by the structure of revenues and costs, which is in turn partially determined by market size (Buckley and Casson, 1976). When the  market size increases, firms tend to prefer wholly modes of entry so they can obtain scale economies, recover rapidly the setup costs of internalisation and establish a long term presence  (Agarwal and Ramaswami, 1992). On the contrary, firms may find that less integrative modes provide better opportunities in stagnant markets either because they can (a) provide a better return on investment by minimising the resource commitment or (b) reduce the switching cost of market exit if sales are low (Brouters, 2002).  Based on these arguments:

H3: The greater the market potential of host country, the higher the likelihood of choosing high  control and resource commitment modes

Intangible assets: technological and marketing assets 

TCT stresses the efficiency of using high control modes in the presence of intangible assets. The theory assumes that a MNC has somehow developed a firm-specific advantage in its home market. This is usually in the form of intangible assets such as technology and product differentiation through branding and advertising, which tend to have the characteristics of a public good (Dunning, 1995). These assets are difficult to transfer because of market failures (opportunistic tendencies and asymmetrical information). Difficulties in measuring the characteristics of these assets and codifying all possible situations through ex-ante contracts increases transaction cost
. Therefore, the presence of positive transaction cost in the market provides an incentive to organise international transactions inside the boundaries of the firm through wholly owned subsidiaries (Buckley and Casson, 1976).  In this sense, internalisation will prevent these assets being exploited by third parties (protection against opportunistic behaviour by partners or licensees), or ensure that the operation develops in accordance with the standards demanded by the parent company (protection against the local partner’s incapacity to execute correctly the routines and procedures required). Empirical evidence can be found in many empirical studies either focused on the transfer of technology assets (Yu and Ito, 1988; Hennart and Park, 1993; Anderson and Svensson, 1994) or marketing competences (Gatignon and Anderson, 1988; Gomes-Casseres, 1990, Chen and Hu, 2002). Therefore:

H4a: The greater the technology intensity of transaction assets, the higher the likelihood of choosing high control and resource commitment modes 

H4b: The greater the marketing intensity of transaction assets, the higher the likelihood of choosing high control and resource commitment modes 

Firm Organizational capabilities factors 

Size

The establishment of wholly-owned subsidiaries abroad entails significantly higher resource commitments and carries greater risk than other options. Consequently, larger firms, with greater ability to expend resources and absorb risks than small and medium size ones, will be more likely to select high control and resource commitments modes (Agarwal and Ramaswami, 1992). Firms can obtain the necessary resources for investments internally through their own cash-flow or externally from the financial markets. However, in countries like Spain with bank-dominated financial systems, it is more difficult for small and medium sized firms to incur larger investments (Campa and Guillen, 1999). On the other hand, international activities are time and managerial consuming and small-sized firms are not always able to sustain the high information costs required. Furthermore, larger firms may have greater bargaining power to negotiate for greater ownership and control in countries with restrictive investment polices (Lecraw, 1984). Thus, limits on the availability of financial, managerial and political resources implies the need for small and medium sized firms to engage in entry modes based on risk and commitment minimisation. Empirical evidence supports this relationship ( among others, Stopford and Wells, 1972; Kogut and Singh, 1988; Agarwal and Ramaswami, 1992; Benito 1996). Therefore, we expect the following relationship: 
H5: The greater the size of the firm, the higher the likelihood of choosing high control and resource commitment modes 

International Experience

Traditional approaches suggest a positive relationship between international experience and high control entry modes. International strategies consist of entering into complex environments where firms must overcome a variety of factors, some of them market specific. Therefore, the lack of knowledge about host-country conditions could be considered as an important obstacle in the international development of activities (Johanson and Wiedershein-Paul, 1975; Johanson and Vahlne, 1977). The novice investor may take inappropriate decisions on matters such as the location, adaptation of services to local requirements, management of workforce, customers or banks relationships. Consequently, firms begin the international expansion through low resource commitments modes. As they increase their international involvement, they acquire knowledge of foreign markets and become more confident of taking part in high control and resource commitment modes (Anderson and Gatignon, 1986).

However, some studies suggest a negative relationship between international experience and control. In early internationalisation stages, some multinational firms’ managers have an ethnocentric orientation and they maintain control over foreign operations through majority equity ownership and expatriates. More international experienced firms show polycentric approaches and become more confident with business practices, thus increasing the propensity to delegate control and accept shared ownership (Erramilli, 1991). This relationship is evident in some service firms (Eramilli, 1991; Erramilli and Rao, 1993), because they don’t require high investments in fixed assets as in manufacturing sector, so it is easier for them to invest in early internationalisation stages. However, given the evidence in most of the studies in favour of the high control, we propose a positive relationship:      

H6: The greater the international experience of the firm, the higher the likelihood of choosing high control and resource commitment modes 
Tacit nature of know-how

When know-how is of a tacit nature it increases the cost of transacting but it also limits the transferability of the know-how to another firm without loss of value. Firms should select the entry mode that would enable exploitation of their competitive advantages. From Organizational Capability Perspective, the transfer of a resource or capability need not be internalised unless they are imperfectly imitable (Madhok, 1997). In that case, the local firm is unable to absorb or replicate the resource or capability and thus perform the activities without loss in competitive advantages. Under such circumstances, the internal organization enhances an MNC’s ability to utilize its human capital and draw on its organizational memory to transfer tacit know-how, and thus preserving the value of the resource or capability (Hill, Hwang and Kim, 1990; Erramilli, Agarwal and Dev,  2002). Thus:
H7: The greater the tacit nature of know-how, the higher the likelihood of choosing high control and resource commitment modes 

Strategic factors   

Type of international strategy

From integration-responsiveness paradigm (Porter, 1986; Prahalad and Doz, 1987), we can distinguish two types of international strategies: globan and multidomestic strategy
.  Hill, Hwang and Kim (1992) and Kim and Hwang (1992) suggested that firms pursuing a global strategy tended to adopt high control modes, due to the necessity of tight co-ordination, possible synergy effects and transfers of assets between units. Internalisation facilitates centralized decision making to manage activities interdependences because a firm’s competitive position in one market is affected by its competitive position in other national markets (Aulakh and Kotabe, 1997). 

However, firms pursuing a multidomestic strategy should select low control modes because they are more focused on the costs-resources relationship and the adaptation to local conditions than on the level of control. Therefore, we hypothesise that:

H8: Firms pursuing a global strategy are more likely to select high control and resource commitment modes 

Strategic motives of the entry 

Traditionally, FDI has been explained by strategic motivations based on “market seeking” to transfer and exploit firms’ competitive advantages and thus overcome the liability of foreignness (Caves, 1971; Hymer, 1976). From this perspective, some authors have distinguished between defensive motives, based on protection of current markets, and offensive motives, based on exploitation of new markets (Dunning, 1995)

Defensive motives most commonly cited in the literature are “follow the national client” and “follow the competitors or leaders” (Knickerbocker, 1973; Li and Guisinguer, 1992; Dunning, 1995). Many firms should enter foreign markets if they want to serve the overseas affiliates of their domestic clients. On the other hand, in oligopolistic markets, competitors react to a overseas expansion of firms in order to proactively achieve a global market power position and head off potential competitors. In both cases, firms perceive lower uncertainty because they serve a familiar market, so they are more likely to select a high integration mode. This international pattern has been empirically demonstrated in some studies (Erramilli and Rao 1990; Li and Guisinger 1992; Bell, 1995; Coviello and Martin 1999). 

However, offensive motives are related to new clients or growing market potential countries seeking. Thus, firms perceive higher uncertainty and risk due to lack of market knowledge. In that situation, it is necessary to balance the risks and benefits of being the “first mover”, so firms are more likely to select collaborative agreements such as contractual agreements or joint ventures (Erramilli and Rao, 1990). According to these statements: 

H9a: Strategic defensive entry motives will increase the likelihood of choosing high control and resource commitment modes 

H9b: Strategic offensive entry motives will decrease the likelihood of choosing high control and resource commitment modes. 

  Recently, researchers have suggested a necessary dynamic balance between exploitation and development of capabilities for continued success of the firm (March, 1991; Levinthal and March, 1993; Chang, 1995; Makino, Lau and Yeh, 2002). Traditionally, FDI is viewed as the transfer of a firms’ proprietary assets across borders (asset-exploitation). However, in the asset seeking perspective, firms engage in FDI when they intend to acquire strategic assets (technology, marketing, management expertise…) available in host markets. The asset-seeking motivation consists on new alternatives experimentation, which allows firms to enhance competitive advantages through complementary assets acquired in host markets (Vermeulen and Barkema, 2001). Some resources, such as capital or labour resources, can be easily obtained through markets. But, other resources such as host market knowledge, local contacts or technology would be costly to obtain through replication or acquisition and thus firms are more likely to collaborate with local firms (Hennart, 1991; Makino and Neupert, 2000; Lu, 2002). Thus: 

H10: Asset-Seeking motivation will decrease the likelihood of choosing high control and resource commitment modes 

Methodology

The sample used in the present study was based on a survey of two groups of firms: (a) firms with Spanish headquarter and foreign subsidiaries (multinational firms) and (b) exporting firms (foreign sales > 25% of total sales). The questionnaire was sent to the whole sample of multinational firms. Firms from the second survey were randomly selected, based on the share of each service industry in the Spanish Economy. 

The survey instrument consisted of an extensive mail questionnaire, which was mailed to senior-level managers who were most likely to be involved in the market entry decision process in their firms. Of the returned questionnaires, 170 were usable (9,18% response rate).  We collected information about entry in two foreign countries, so the final number of cases were 328 entry decisions
. Exports will not be analysed in this study because they represents entry modes which are extremely different from subsidiaries in control and resource commitment degree. Thus, a total of 113 service firms and 174 entry decisions were deemed usable for our analyses. Some firm characteristics are listed in Table 1.

Insert table 1 about here]
Questionnaires were analysed using the time trend procedure proposed by Armstrong y Overton (1977). Analysis indicated no significant differences in the variables of interest between late and early respondents. Additionally, responding firms were compared to a random sample of 20 non-respondents regarding size, percentage of exports and founding year. No significant differences were found (p<0,05), providing no evidence for non-response bias. Finally, those variables from the survey responses were cross-checked against company reports and published data where possible. A high degree of correspondence between published data and survey responses was found, supporting the veracity of the survey responses. 

Variable measurement

Dependent Variable

The hypothesized relationships were examined using two analysis. In the first one, the study is focused on the influence of independent variables over ownership control decisions. The dependent variable was represented by a dichotomous variable, coded “1” for the full-ownership control mode (Greenfield investments and full acquisitions) and “0” for the shared-ownership control mode (contractual agreements, partial acquisitions and joint ventures). 

Insert table 2 about here ]
In the second analysis, the study is focused on the influence of the same independent variables over specific entry modes. The dependent variable represents the three options included in our study: “1” for contractual agreements, “2” for shared control subsidiaries, and “3” for wholly-owned subsidiaries. The parameters estimated are interpreted in reference to the wholly-owned control subsidiaries.

Insert table 3 about here ]
Independent Variables

Tables 4, 5 and 6 provide the independent variables measurement and reference studies. We present the multiple-items measures, using a 5-point Likert-type scale, the construct reliability and validity. Cronbach’s alpha was used to measure the construct reliability whereas goodness of fit indexes obtained from Factor Confirmatory Analysis are the indicators of construct validity. 

Insert table 4 about here]
Insert table 5 about here]
Insert table 6 about here]
Statistical analysis and Discussion

Prior to running the statistical analyses, the correlation matrix was examined. Most of the correlations among the 12 variables are small. Further, the variance-inflation factor (VIF) reveals that most of these are close to 1. The largest VIF value is 3.058, which is well below the cut-off of 10 (Hair et al, 1999). This evidence reduces concerns about multicollinearity problems. Table 7 shows the correlation matrix and some descriptive statistics.

Insert table 7 about here]
We conducted a Logistic Regression to analyse the influence of independent variables in each of the groups defined by the first dependent variable (full-ownership control vs. shared control). The model estimates the probability to choose the entry modes defined by the dependent variable. The model was specified as follows: exp (z) / (1+exp (z)), where z is a linear function of independent variables. We analysed the sign of the coefficients that were significant. A positive coefficient indicates that the independent variable increases the probability to choose full-ownership control, while a negative sign suggests a preference for shared control modes. 

Subsequently, we analyse the impact of the independent variables on the probability that each of the three entry mode options would be chosen. We conducted a Multinomial Regression and took wholly-owned subsidiaries (WOS) as reference (greenfield investments and full acquisitions). A positive coefficient indicates that the probability of adopting an entry mode rather than WOS increases as increments of the independent variables occur.

Both regressions introduce two alternative models, the first one includes factors traditionally analysed from TCT and OCP, while the second one also includes the strategic variables in order to make comparisons between them.  

Insert table 8 about here ]
Insert table 9 about here ]
In general, models present satisfactory indicators of significance. However, the models that include the strategic variables classify a higher number of cases and present better goodness of fit indexes (see tables 8 and 9). 

With regard to hypothesis derived from TCT and OCP, market potential, tacit nature of know-how and marketing intensity variables are significant and present the expected sign. The results for the first two variables are consistent in the four models, while the last one is not significant when strategic variables are included.  

Consistent with hypothesis 3, our results suggest that firms are likely  to adopt high control and resource commitments modes when they enter into high market potential countries. When the market potential increases, benefits of internalisation will also increase. The fixed setup costs of internalisation can be spread across wider markets, thus bringing the benefits associated with the investments to a higher level. 

The tacit nature of know-how increases the probability to choose high control and resource commitments modes (hypothesis 7). Service firms are, in general, labour intensive and their main strategic assets rest on employees’ knowledge. This type of knowledge is difficult to codify and to be patented, so  tacitness results in difficulties in the pricing of know-how and its transfer through contractual process. As a result, hierarchical coordination through full-ownership control modes are more efficient because of dissemination risk.

With regard to marketing intensity variable, our results are consistent with hypothesis 4b. Service firms investing in marketing skills, brand names and differentiated products are likely to select high control entry modes. However, models 3 and 4 present some differences. When full-ownership control modes and contractual agreements are compared, marketing intensity as determinant of contractual risk is significant. Firm commercial capabilities are protected through highly control modes because of the opportunistic behaviour risk in collaborative agreements which could damage the firm’s brand recognition in international markets. However, this variable is not statistically significant when equity modes are compared because it is possible to establish safeguard mechanisms in joint ventures in order to protect firms’ commercial capabilities and prevent value erosion.

Other TCT variables (country risk, cultural distance, technological intensity) and OCP variables (size and international experience) does not significantly affect entry mode decisions. Thus, hypothesis 1, 2, 4a, 5 y 6 are not confirmed. From our point of view, these results can be explained by the specific nature of service firms. 

Ownership of overseas manufacturing facilities entails considerable resource commitment risk and switching costs as firms must invest in plants, production technologies and other physical assets. For some service firms (mainly professional and business services), the creation of a wholly owned subsidiary entails the establishment of an office, which frequently involves little fixed overhead. Thus, the lower capital intensity of service firms could explain that firms does not perceive a higher investment risk in countries characterised by political and economic conditions instability, and cultural differences. 

On the other hand, the non-impact of international experience on control and resource commitments decisions confirms an emerging stream of research which argues about the relevance of sequential models to explain the internationalisation process of service firms (Sharma and Johanson, 1987; Buckley, Pass and Prescott, 1992; Bell, 1995; Petersen and Pedersen, 1999). Finally, the non-influence of technological assets in entry mode decisions confirms the results obtained in other studies based on Spanish firms samples (for example, Campa and Guillen 1996; López-Duarte and García-Canal, 2001). This fact may reflect the weakness and strength of Spanish firms. Many of them have implemented product differentiation policies but they also depend on technological leaders from other countries, where scientific-technological policies have been much more active.

The inclusion of strategic variables allows us to extend the entry mode choice explanations to a new research area. Our results confirm the high explanatory power of these variables.

Firms competing with global international strategies are more likely to select high control and resource commitment modes, as we have stated in hypothesis 8. Thus, global strategic approaches require high control modes to ensure the coordination among functional and geographically dispersed units, establish pre-emptive presence in foreign markets in order to attain synergies in global operations and deal with client needs on a global basis.

With regard to strategic motives, our results are consistent with the theoretical relationships (hypothesis 9a, 9b, 10): (i) asset seeking motives are significantly associated with cooperative modes; (ii) offensive motives are associated with shared control modes, not only in equity modes but also in non-equity modes; uncertainty in new foreign markets favours collaborative agreements with local firms as means of gaining market knowledge and overcome liability of foreignness; (iii) finally, defensive motives related to client or competitors following are associated with lower risk perception and, thus are usually implemented through higher control and resource commitments modes. Nevertheless, this relationship is only significant when FDI modes are compared (shared-control subsidiaries versus wholly-owned subsidiaries).

Conclusions

This paper intends to offer new explanations to the entry mode choice in the service sector. Generally, these types of studies have been developed in manufacturing sectors, and determinant factors have been linked, basically, to transaction characteristics or firm’s organizational capabilities. The results of this paper provide new insights about international strategy: 

1) Firstly, our study suggests that determinant factors of entry mode choice in manufacturing firms cannot be directly transferred to service firms, and therefore propositions originated in TC and OC perspectives are not universally applicable. Our results show that some variables generally analysed as determinant factors of control decisions are not significant. We highlight the non-influence of international experience and risk investment variables (country risk and cultural distance) over control decisions. From our point of view, the unique characteristics of services may justify these results. Service firms are, in general, more labour intensive than capital intensive, so they do not require high investments in fixed assets as in manufacturing sector which requires important infrastructure and technologies investments. Valuable assets in service firms rest more on human capital rather than in physical assets (Erramilli and Rao, 1993; Campbell and Verbeke, 1994). As a result, the non-relevance of investment risk variables could be explained by the lower amount of resources committed in the entry which mitigates firms’ risk perceptions in host countries. 

 2) Secondly, our study suggests the importance of some variables which have not been considered in previous studies or they were not significant: the strategic perspective in the entry decision into foreign markets and the tacit nature of assets involved in international transactions. 

Thus, how firms compete in international markets represents a determinant factor of control decisions. Efficiency requirements on a global approach can be easily achieved if firms choose high control entry modes. Moreover, some firm’s strategic motives are linked to some control orientations. Our evidence suggests that firms with asset seeking and offensive motivations are more likely to choose shared-control entry modes, while firms with defensive motivations prefer entry modes with a higher control degree.

Our results also suggest that firms prefer to internalise tacit knowledge in order to avoid dissemination risk and value reduction. This evidence confirms one of the most important characteristics of service firms: the strategic importance of knowledge in service offerings.

This study presents some limitations. The empirical analysis is based on the General Manager Director’s opinion (a single respondent) but it is well-known that entry mode decisions are usually made by a group of people. Furthermore, this study was conducted post hoc, so some responses are likely exposed to ex-post or retrospective rationalisations of managers. Cases studies could add more in-depth evidence about the reliability of our measurements and the necessity to assess the impact of some other factors.

However, our results provide some new insights about internationalisation of service firms:

(a) From a theory-building standpoint, some traditional explanations for FDI decisions are not applicable and cannot easily extended to entry mode choice in service firms. 

(b) From an empirical perspective, our study offers evidence about determinant factors of entry mode choice in the service sector. 

(c) From a managerial perspective, the study shows how to fit control requirements of international operations with transaction, firm and strategic characteristics. 

References

Agarwal, S.; Ramaswami, S.N. (1992): “Choice of Foreign Market Entry Mode: Impact of Ownership, Location and Internalization Factors”. Journal of International Business Studies, vol. 23, nº 1, pp. 1-27.

Anand, J.; Delios, A. (1997): "Location specificity and the transferability of downstream assets to foreign subsidiaries". Journal of International Business Studies, vol. 28, nº 3, pp. 579-603.

Anderson, E.; Gatignon, H. (1986): “Modes of foreign entry: a transaction cost analysis and propositions”. Journal of International Busines Studies, vol. 17, nº3, pp. 1-26.

Anderson, T.; Svensson, R. (1994): “Entry modes for direct investment determined by the composition of firm-specific skills”. Scandinavian Journal of Economics, vol. 96, nº 4, pp. 551-560.

Armstrong, J. S., Overton, T. 1997. Estimating non-response bias in mail surveys. Journal of Marketing Research, 14, 396-402.

Aulakh, P.S.; Kotabe, M. (1997): “Antecedents and performance implications of channel integration in foreign markets". Journal of International Business Studies, vol. 28, nº 1, pp. 145-175.

Bell, J. (1995): “The internationalization of small computer software firms. A further challenge to stage theories”. European Journal of Marketing, vol. 29, nº 8, pp. 60-75.

Benito, G.  (1996): Ownership Structures of Norwegian Freign Subsidiaries in Manufacturing. The international Trade Journal, 10, 2: 157-198.  

Bouquet, C.; Hébert, L. and Delios, A. (2003): “Foreign Expansion in service industries: separability and human capital intensity”. Journal of Business Research (in press, available on line 14/06/03)

Brouthers, K.D. (2002): “Institutional, cultural and transaction cost influences on entry mode choice and performance”. Journal of International Business Studies, vol. 33, nº 2, pp. 203-221.

Buckley, P.J.; Casson, M. (1976): The future of multinational enterprises. London: Macmillan.

Buckley, P.J.; Casson, M. (1996): “An economic model of international joint venture strategy”. Journal of International Business Studies, vol. 27, nº 5, pp. 849-876.

Buckley, P.J.; Pass, C.L. and Prescott, K. (1992): “Internationalization of service firms: a comparison with the manufacturing sector”. Scandinavian International Business Review, vol. 1, nº 1, pp. 39-56.

Campa, J.M.; Guillén, M.F. (1999): “The Internalization of Exports: firm-and location-specific factors in a middle-income country”. Management Science, vol. 45, nº 11, November, pp. 1463-1478.

Campbell, A.J.; Verbeke, A. (1994): “The Globalization of Service Multinationals”. Long Range Planning, vol. 27, nº 2, pp. 95-102.

Caves, R.E. (1971): “Industrial Corporations: the industrial economics of foreign investment”. Economica, 38, pp. 1-27.

Chang, S.J. (1995): “International expansion strategy of Japanese firms: capability building through sequential entry”. Academy of Management Journal, vol. 38, nº 2, pp. 383-407.

Chen, H.; Hu, M. (2002): “An analysis of determinants of entry mode and its impact on performance”. International Business Review, vol. 11, nº 2, pp. 193-210.

Cicic, M.; Patterson, P.G.; Shoham, A. (1999): “A conceptual model of the internationalization of services firms”. Journal of Global Marketing, vol. 12, nº3, pp. 81-106.

Contractor, F.J.; Kundu, S.K. (1998): "Modal choice in a world of alliances: analyzing organizational forms in the international hotel sector". Journal of International Business Studies, vol. 29, nº 2, pp. 325-358.

Coviello, N.E.; Martin, K.A. (1999): “Internationalization of Service SMEs: an integrated perspective from the engineering consulting sector”. Journal of International Marketing, vol. 7, nº 4, pp. 42-66.

Delios, A.; Beamish, P.W. (1999): “Ownership strategy of Japanese firms: transactional, institutional and experience influences”. Strategic Management Journal, vol. 20, nº 10, pp. 915-933.

Domke-Damonte, D. (2000): “Interactive effects of international strategy and throughput technology on entry mode for service firms”. Management International Review, vol. 40, nº1, pp. 41-59.

Dunning, J. H. (1995): Multinational Enterprises and The Global Economy. Addison Wesley: Reading, M.A. 

Erramilli, M. K. (1992): "Influence of some external and internal environmental factors on foreign market entry mode choice in service firms". Journal of Business Research, vol. 25, nº 4, pp. 263-276.

Erramilli, M.K. (1991): “The experience factor in foreign market entry behavior of service firms”. Journal of International Business Studies, vol. 22, nº 3, pp. 479-501.

Erramilli, M.K.; Agarwal, S.; Dev, C.S. (2002): “Choice between non-equity entry modes: an Organizational Capability Perspective”. Journal of International Business Studies, vol. 33, nº 2, pp. 223-242.

Erramilli, M.K.; Rao, C.P. (1990): “Entry mode choice in service industries”. International Marketing Review, vol. 7, nº 5, pp. 50-62.

Erramilli, M.K.; Rao, C.P. (1993): “Service Firms’ International Entry-Mode Choice: A modified Transaction-Cost Analysis Approach”. Journal of Marketing, vol. 57, nº 3, July, pp. 19-38.

Gatignon, H.; Anderson, E. (1988): “The Multinational Corporation’s degree of control over foreign subsidiaries: an empirical test of a Transaction Cost Explanation”. Journal of Law, Economics, and Organization, vol 4, nº 2, pp. 305-336.

Geringer, M.; Hébert, L. (1991): “Measuring performance of international joint-ventures”. Journal of International Business Studies”, second quarter, pp. 249-261. 

Gomes-Casseres, B. (1990): “Firm ownership preferences and host government restrictions: an integrated approach”. Journal of International Business Studies, vol. 21, nº 1, pp. 1-21. 

Hair, J., Anderson, R., Tatham, R., Black, W. 1999. Multivariate Data Analysis. Madrid: Prentice Hall Ibérica.

Harzing, A.W. (2002): “Acquisitions vs Greenfield investments: international strategy and management of entry modes”. Strategic Management Journal, vol. 23, nº 3, pp. 211-227.

Hennart, J. F.; Park, Y.R. (1993): "Greenfield vs Acquisition: the strategy of Japanese investors in the United States". Management Science, vol. 39, nº 9, September, pp. 1054-1070.

Hennart, J.F. (1991): “The transaction costs theory of joint ventures: an empirical study of Japanese subsidiaries in the United States”. Management Science, vol. 37, nº 4, pp. 483-497.

Hill, C.W.L.; Hwang, P.; Kim, W.C. (1990): “An Eclectic Theory of the choice of international entry mode”. Strategic Management Journal, vol. 11, nº 2, pp. 117-128.

Hofstede, G. (1980): Cultures Consequence: International differences in work-related values. Beverly Hills: Sage.

Hymer, (1976): The international operations of national firms: a study of direct foreign investment. Cambridge, Mass.: MIT Press.

Johanson, J.; Vahlne, J.E. (1977): “The internationalization process of the firm: a model of knowledge development and increasing foreign market commitments”. Journal of International Business Studies, vol. 8, nº 1, Spring/Summer, pp. 23-32.

Johanson, J.; Wiedersheim-Paul, F. (1975): “The Internationalization of the Firm: four Swedish Case Studies”, Journal of Management Studies, vol. 12, nº 3, octubre, pp. 305-322.

Kim, W.C.; Hwang, P. (1992): “Global strategy and multinationals’ entry mode choice”. Journal of International Business Studies, vol. 23, nº 1, pp. 29-53.

Knickerbocker, F.T. (1973): Oligopolistic Reaction and Multinational Enterprise. Harvard University Press. Cambridge, Mass.

Kogut, B.; Sing, H. (1988): “The effect of national culture on the choice of entry mode”. Journal of International Business Studies, vol. 19, nº 3, pp. 411-432.

Kogut, B.; Zander, U. (1993): “Knowledge of the firm and the evolutionary theory of the multinational corporation”. Journal of International Business Studies, vol. 24, nº 4, pp. 625-645.

Lecraw, D.J. (1984): “Bargaining power, ownership, and profitability of transnational corporations in developing countries”. Journal of International Business Studies, vol. 15, nº 1, Spring/Summer, pp. 27-43. 

Levinthal, D.A.; March, J.G. (1993): “The myopia of learning”. Strategic Management Journal, vol. 14, pp. 95-112.

Li, J.; Guisinger, S. (1992): “ The globalization of service multinationals in the Triad regions: Japan, Western Europe and North America”. Journal of International Business Studies, vol. 23, nº 4, pp. 675-696.

Lu, J. W. (2002): “Intra- and Inter-organizational imitative behaviour: institutional influences on Japanese firms’ entry mode choice”. Journal of International Business Studies, vol. 33, nº 1, pp. 19-37.

Madhok, A. (1997): “Cost, value and foreign market entry mode: the Transactions and the firm”, Strategic Management Journal, vol. 18, nº 1, pp. 39-61.

Madhok, A. (1998): “The nature of multinational firm boundaries: Transaction costs, firm capabilities and foreign market entry mode”. International Business Review, vol. 7, nº 3, pp. 259-290.

Makino, S.; Lau, C.M.; Yeh, R.S. (2002): “Asset-Exploitation versus Asset-Seeking: Implications for location choice of Foreign Direct Investment from newly industrialized economies”. Journal of International Business Studies, vol. 33, nº 3, pp. 403-421.

Makino, S.; Neupert, K.E. (2000): “National culture, transaction costs, and the choice between joint venture and wholly owned subsidiary”. Journal of International Business Studies, vol. 31, nº 4, pp. 705-713.

March, J.G. (1991): “Exploration and exploitation in organizational learning”. Organization Science, vol. 2, pp. 71-87.

Petersen, B.; Pedersen, T. (1999): “Fast and slow resource commitment to foreign markets. What causes the difference?”. Journal of International Management, vol. 5, nº 2, pp. 73-91.

Porter, M.E. (1986): Competition in global industries. Boston: Harvard Business School Press.

Prahalad, C.K.; Doz, Y. (1987): The Multinational Mission. New York: The Free Press.

Sharma, D.; Johanson, J. (1987): “Technical consultancy in internationalization”. International Marketing Review, vol. 4, nº 4, pp. 21-29.

Stopford, J.M.; Wells, L.T. (1972): Managing the Multinational Enterprise. New York: Basic Books.

Taylor, C.R.; Zou, S.; Osland, G.E. (2000): “Foreign market entry strategies of Japanese MNCs”. International Marketing Review, vol. 17, nº 2, pp. 146-163.

Vermeulen, F.; Barkema, H. (2001): “Learning through acquisitions”. Academy of Management Journal, vol. 44, nº 3, pp. 457-476.

Vernon, R. (1966): “International Investment and International Trade in the Product Cycle”. Quarterly Journal of Economics, vol. 80, nº 1, pp. 190-207.

Weinstein, A.K. (1977): “Foreign investments by service firms: the case of multinational advertising agencies”. Journal of International Business Studies, vol. 8, nº 1, pp. 8-25.

Williamson, O.E. (1975): Markets and Hierarchies: Analysis and Antitrust Implications. New York: The Free Press.

Williamson, O.E. (1985): The Economics Institutions of Capitalism. New York: The Free Press.

Winsted, K.F.; Patterson, P.G. (1998): “Internationalization of services: the service exporting decision”. The Journal of Services Marketing, vol. 12, nº 4, pp. 294-311.

Young, S.; Hamill, J.; Wheeler, C.; Davies, J.R. (1989): International Market Entry and Development: Strategies and Management. Hemel Hempstead: Harvester Wheatsheaf.

Yu, C.-M. Y Ito, K. (1988): “Oligopolistic reaction and foreign direct investment: the case of the US tire and textile industries”. Journal of International Business Studies, vol. 19, nº 3, Fall, pp. 449-460.

APPENDIX

Table 1: Sample Characteristics

	Firm Characteristics (N=113)
	Mean
	Standard Deviation
	Median
	Minimum
	Maximum

	Foreign sales*
	1,92
	0,98
	2
	1
	4

	Foreign assets*
	1,27
	0,64
	1
	1
	4

	Number of employees
	871,32
	2478,41
	105
	4
	17000

	Number of foreign countries (exports)
	14,31
	17,26
	8
	0
	106

	Number of foreign countries (investments)
	3,50
	4,14
	2
	0
	25

	Export experience (number of years)
	9,20
	14,43
	2,50
	0
	86

	Investment experience (number of years)
	4,98
	9,54
	0
	0
	50


* Intervals: value 1 (< 25%), value 2 (25-50%), value 3 (50-75%), value 4 (< 75%)

Table 2: Dependent Variable in logistic regression (Entry mode frequencies)

	Entry modes
	Frequency
	Percentage

	Shared control
	67
	38,5%

	Complete control
	107
	61,5%

	Total
	174
	100%


Table 3: Dependent Variable in multinomial regression (Entry mode frequencies)

	Entry modes
	Frequency
	Percentage

	Wholly-owned subsidiary
	107
	61,5%

	Shared control subsidiary 
	33
	19%

	Contractual agreements
	34
	19,5%

	Total
	174
	100%


Table 4: Transaction cost variables

	TRANSACTION VARIABLES (contractual risk)

	Country Risk
	Euromoney index the year before the entry (1: high country risk; 100: low country risk). 

Reference studies: Delios and Beamish (1999)

	Cultural Distance
	Kogut and Singh’s Index (1988), from Hofstede index (1980)

	Market Potential
	Perception about growth potential in host country (Likert scale; 1: None; 5: High)

Reference studies: Agarwal and Ramaswami (1992); Erramilli (1992); Brouthers (2002)

	Marketing Intensity
	Perception about: (a) firm reputation with respect to design, quality…,
(b) international recognition of brand name; (c) advertising investment (1: very low; 5: very high). 

Alpha-Cronbach: 0,7486

Goodness of fit indexes: BENTLER-BONETT NORMED FIT INDEX=0,940; BENTLER-BONETT NONNORMED FIT INDEX=0,832; COMPARATIVE FIT INDEX= 0,944; LISREL GFI= 0,970; LISREL AGFI= 0,822
Reference studies: Kim and Hwang (1992), Erramilli, Agarwal and Dev (2002)

	R+D Intensity
	Perception about R+D investment (1: very low, 5: very high).

Reference studies: Erramilli (1990); Kim and Hwang (1992)


Table 5: Firm Variables

	FIRM VARIABLES (organizational capabilities) 

	Firm size
	Sales volume in Spain in the year of the entry  

References studies: Erramilli (1991); Agarwal and Ramaswami (1992); Taylor, Zou and Osland (2000)

	International Experience
	The highest of these measures: (a) number of years between the first export and  the year of the entry, or (b) number of years between the first foreign subsidiary and the year of the entry

Reference studies: Domke-Damonte (2000); Brouthers (2002); Harzing (2002)

	Tacit Know-how 
	Perception about: (a) difficulty to transfer capabilities and knowledge, (b) difficulty to assess the proper price of the service, (c) difficulty to copy the skills and knowledge, and (d) difficulty to understand the know-how. (1: very low, 5: very high). 

Alpha -cronbach: 0,8396

Goodness of fit indexes: BENTLER-BONETT NORMED FIT INDEX=0,947; BENTLER-BONETT NONNORMED FIT INDEX=0,902; COMPARATIVE FIT INDEX= 0,951; LISREL GFI= 0,952; LISREL AGFI= 0,840
Reference studies: Kim and Hwang (1992); Madhok (1998); Erramilli, Agarwal and Dev (2002)


Table 6: Strategic Variables

	STRATEGIC VARIABLES 

	International Strategy
	Perception about the way of competing in foreign markets: (a) achieve economies of scale by concentrating the important activities at a limited number of locations, (b) competitive posistion is defined in world-wide terms and markets are closely linked and interconnected, (c) each subsidiary compete on a domestic level as markets are too different (reverse), (d) firm responds to national differences by adapting products to local market (reverse) (1: strongly disagree, 5: strongly agree). High values indicate global strategic approaches.

Alpha-cronbach: 0,6959

Goodness of fit indexes: BENTLER-BONETT NORMED FIT INDEX=0,956; BENTLER-BONETT NONNORMED FIT INDEX=0,937; COMPARATIVE FIT INDEX= 0,969; LISREL GFI= 0,985; LISREL AGFI= 0,950
Reference studies: Contractor and Kundu (1998); Domke-Damonte (2000); Harzing (2002)

	Motives
	MARKET SEEKING:

Perception about importance of each of the following motives (1: Very low, 5: Very high):

*Offensive motives: to take advantage of a market with a large and growing potential, establish company name in markets that will be important in the future and capture new clients. Cronbach’s alpha: 0,8539
*Defensive motives: to overcome the rapid overseas expansion of other service firms, client following, follow the competetitors. Cronbach’s alpha: 0,7537

Reference studies: Weinstein (1977); Erramilli (1990); Erramilli and Rao (1990); Li and Guisinger (1992); Kim and Hwang (1992)

We conducted a Two-Factor Confirmatory Factor Analysis in which Market Seeking Motive had two dimensions: offensive and defensive. Items were significant (t-value >1,96). Goodness of fit indexes are: BENTLER-BONETT NORMED FIT INDEX=0,948; BENTLER-BONETT NONNORMED FIT INDEX=0,906; COMPARATIVE FIT INDEX= 0,956; LISREL GFI= 0,959; LISREL AGFI= 0,878; STANDARDIZED RMR= 0,042.
ASSET SEEKING:

Perception about the importance of firm orientation towards assets and capabilities seeking in the entry decision (1: Very low, 5: Very high)

Reference studies: Hennart (1991a); Delios and Beamish (1999); Makino and Neupert (2000)


Table 7 : Correlation matrix

	
	Mean
	Standard

 Deviation
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	VIF

	1
	5,92
	11,97
	1,000
	
	
	
	
	
	
	
	
	
	
	
	1,108

	2
	3,87
	1,04
	-0,019
	1,000
	
	
	
	
	
	
	
	
	
	
	1,050

	3
	72,42
	24,44
	-0,079
	0,090
	1,000
	
	
	
	
	
	
	
	
	
	1,251

	4
	0,9584
	0,7066
	0,020
	0,042
	0,111*
	1,000
	
	
	
	
	
	
	
	
	1,136

	5
	1,5311
	0,7492
	0,258**
	0,025
	-0,047
	0,089
	1,000
	
	
	
	
	
	
	
	1,318

	6
	2,26
	1,17
	0,062
	-0,058
	-0,016
	0,027
	-0,066
	1,000
	
	
	
	
	
	
	1,228

	7
	3,12
	0,97
	0,049
	-0,004
	-0,214**
	0,129*
	0,153**
	0,228**
	1,000
	
	
	
	
	
	3,058

	8
	3,02
	0,94
	0,010
	0,027
	-0,100
	0,074
	-0,012
	0,224**
	0,536**
	1,000
	
	
	
	
	2,119

	9
	3,13
	1,01
	-0,028
	-0,092
	-0,103
	0,139*
	0,170**
	0,102
	0,524**
	0,437**
	1,000
	
	
	
	2,258

	10
	3,55
	1,03
	-0,022
	0,128*
	0,171**
	-0,125*
	-0,124*
	-0,034
	-0,510**
	-0,365**
	-0,445**
	1,000
	
	
	2,406

	11
	3,18
	1,04
	-0,076
	0,132
	0,089
	0,119*
	0,006
	-0,115*
	0,397**
	0,355**
	0,352**
	-0,291**
	1,000
	
	2,415

	12
	2,52
	1,28
	0,002
	-0,019
	0,082
	0,017
	-0,099
	0,067
	-0,024
	-0,032
	0,014
	0,120*
	0,008
	1,000
	1,128


(1) International Experience; (2) Market Potential; (3) Country Risk; (4) Cultural Distance; (5) Size; (6) R+D Intensity; (7) Marketing Intensity; 
(8) Tacit know-how; (9) International Strategy; (10) Offensive motives; (11) Defensive motives; (12) Asset seeking motive

Table 8: Logistic Regression 

	VARIABLES
	Model 1


	Model 2

	Country risk
	0,000
	0,015

	
	(0,010)
	(0,014)

	Cultural distance
	-0,051
	-0,170

	
	(0,375)
	(0,455)

	Market potential
	0,893***
	1,411***

	
	(0,262)
	(0,391)

	I+D intensity
	-0,049
	0,125

	
	(0,230)
	(0,337)

	Marketing intensity
	0,926***
	0,479

	
	(0,313)
	(0,495)

	Size
	0,375
	0,411

	
	(0,321)
	(0,396)

	International experience
	0,002
	0,006

	
	(0,020)
	(0,023)

	Tacit Know-how 
	1,734***
	1,436***

	
	(0,347)
	(0,422)

	International strategy
	
	1,448***

	
	
	(0,552)

	Asset seeking 
	
	-0,630**

	
	
	(0,261)

	Market seeking
	
	

	        Offensive motives 
	
	-1,618**

	
	
	(0,640)

	        Defensive motives  
	
	0,389

	
	
	(0,315)

	Constant
	-11,026***
	-9,560***

	
	(1,963)
	(2,901)

	
	
	

	Chi-square
	116,119***
	145,859***

	-2 log likelihood
	108,033
	77,363

	Overall classification rate (%)
	85,9%
	87,6%


*** = p <0,01     ** = p < 0,05        * = p < 0,1

standard errors in the parenthesis

Dependent variable: Shared control (0), Full Control (1)

Table 9: Multinomial Regression

	
	Model 3
	Model 4

	
	Model 3a
	Model 3b
	Model 4a
	Model 4b

	VARIABLES
	CA vs. WOS
	SCS vs. WOS 
	CA vs. WOS
	SCS vs. WOS

	Country risk
	0,009
	-0,004
	-0,008
	-0,013

	
	(0,013)
	(0,011)
	(0,016)
	(0,016)

	Cultural distance
	-0,199
	0,323
	-0,227
	0,425

	
	(0,464)
	(0,434)
	(0,561)
	(0,539)

	Market potential
	-0,741**
	-1,050***
	-1,300***
	-1,611***

	
	(0,290)
	(0,291)
	(0,423)
	(0,420)

	I+D intensity
	0,152
	-0,189
	-0,003
	-0,379

	
	(0,265)
	(0,307)
	(0,399)
	(0,441)

	Marketing intensity
	-1,309***
	-0,723*
	-1,157*
	0,065

	
	(0,409)
	(0,381)
	(0,646)
	(0,586)

	Size
	-1,244**
	0,125
	-1,084**
	-0,108

	
	(0,500)
	(0,385)
	(0,543)
	(0,455)

	International experience
	0,003
	-0,003
	0,007
	-0,021

	
	(0,028)
	(0,023)
	(0,031)
	(0,027)

	Tacit Know-how 
	-1,212***
	-2,156***
	-0,976*
	-1,720***

	
	(0,420)
	(0,452)
	(0,503)
	(0,519)

	International strategy
	
	
	-1,244**
	-1,507**

	
	
	
	(0,598)
	(0,597)

	Asset seeking
	
	
	0,685**
	0,533*

	
	
	
	(0,289)
	(0,288)

	Market seeking
	
	
	
	

	       Offensive motives  
	
	
	1,856***
	1,403**

	
	
	
	(0,715)
	(0,685)

	       Defensive motives  
	
	
	0,025
	-0,739*

	
	
	
	(0,402)
	(0,397)

	Intercept
	10,000***
	
	6,816***
	10,790***

	
	(2,175)
	
	(3,305)
	(3,284)

	
	
	
	
	

	Chi-square
	136,174
	169,989

	-2log likelihood
	175,298
	140,553

	Overall classification rate (%)
	76,5%
	81,1%


*** = p <0,01     ** = p < 0,05        * = p < 0,1

standard errors in the parenthesis 

CA: Contractual Agreements; SCS: Shared Control Subsidiary; WOS: Wholly-Owned Subsidiary (reference category)


























































































































































�. The cost of drafting, negotiating,  monitoring, and enforcing an agreement between buyers and sellers in the markets


� A global strategy is based upon the centralisation of the main assets, resources and responsibilities in the head office. These companies think in terms of creating products for a world market and manufacturing/servicing them on a global scale in a few highly efficient plants, often at the corporate centre. This approach requires central co-ordination and control. On the other hand, a multidomestic strategy emphasises the differences between national markets. The subsidiaries become more independent and their managers become more host-country oriented. Products or services are differentiated to meet different local demands, and policies are differentiated to conform to different governmental and market demands (Porter 1986).


� This practice has been used in other studies about entry mode choice through mail questionnaires (see, for example, Agarwal and Ramaswami, 1992; Erramilli and Rao, 1993)
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