Sequential Entries and Growth Perspectives: Learning or Inertia?
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The term entry mode refers to the firms’ degree of control and commitment towards a business venture in a foreign market. Firms approaching new countries face the traditional make-or-buy dilemma; they can opt for implementing a Foreign Direct Investment with full control over the subsidiary (captive), or for acquiring some inputs from a supplier (outsourcing). Traditional studies on MNEs’ entry mode have acknowledged the role of previous experience in the reduction of uncertainty regarding the entrance into foreign markets (Anderson & Gatignon, 1986; Aulakh, Kotabe & Sahay, 1996; Benito & Gripsrud, 1992; Chan & Makino, 2007; Chang & Rosenzweig, 2001; Gao & Pan, 2010; Guillen, 2003; Johanson & Vahlne, 1977; Lu, 2002; Padmanabhan & Cho, 1999; Swoboda, Elsner & Olejnik, 2015). However, the literature on entry mode has so far overlooked that the repetition of previous choices may stem either from the company’s organizational inertia or from conscious selective learning. The literature does not investigate whether and how experience arising from repeated entry modes can increase the growth perspectives of the business venture; thus we inquire if different types of entry-specific experience lead to different outcomes for the offshoring initiative. 
Experience can arise from at least three different contingencies: (i) firms imitate their choices ritualistically; (ii) firms learn from previous experiences by taking into account the ex-post outcome of prior choices; or (iii) firms systematically face conditions similar to the ones tackled in the past (Hennart & Slangen, 2014). In the first situation, it is likely that the inertial blind self-imitation of previous choices gradually reduces the uncertainty related with the initiatives at hand, but it leads to lock-in effects, organizational inertia and ultimately problems of over-confidence and learning myopia (Petersen, Pedersen & Lyles, 2008). The second scenario considers not only the need to adopt established organizational routines, but also the possibility to enhance the organizational capabilities as theorized by the Resource-Based View and Dynamic Capabilities approaches (Barney, 1991; Teece, 2014; Castañer, Mulotte, Garrette & Dussauge, 2013; Madhok, 1997; Meyer, Wright, & Pruthi, 2009). In the third case, the replication of previous choices is attributed to the fact that companies belong to or address the same country, industry or function (Ang, Benischke, & Doh, 2014; Chan & Makino, 2007; Davis, Besai & Francis, 2000; Guillen, 2003; Lu, 2002). Thus, in this paper, we study the aforementioned three scenarios in order to understand whether previous experience implies inertial or selective learning, and, more specifically, whether and how the iteration of previous entries leads to foster the growth perspective of offshoring initiatives. 
	Relying on the Offshoring Research Network’s data, we develop our empirical analysis in two steps relying on 409 offshoring initiatives involving business functions undertaken from 2006 to 2011. We show that the inertial repetition of previous choices does not lead to future growth perspectives; while, the selective repetition leads to foster future growth perspectives of the offshoring initiatives.
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