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Abstract

The given paper is devoted to the exploring foreign market entry strategies as ways of international business
expansion. Being in the situation of increasing globalization, many firms attempt to expand their businesses into
foreign markets that confirms the relevance of the research issue. International expansion provides opportunities for
the growth of the company, helps to increase competitiveness and facilitates access to new product ideas. However,
providing a lot of opportunities, internationalization for a firm is a process associated with many risks, and without
clear strategy the internationalization is unlikely to be successful. There are many important questions that need to
be solved before entering a target market, including foreign market entry strategy selection. When entering a foreign
market, a market entry mode should be selected, which is a vitally important decision for a small sized company.
Choice of a proper entry strategy is a basic and imperative part of the vital choice a firm needs to make when
investing abroad. In this article, it is considered in detail the conceptual research model of the key foreign market
entry strategies in the context of their impact on the companny’s export performance and in consequence, the impact
of international business expansion.

Key words: international business, business expansion, foreign market, entry strategies, export, investment,
internationalization.

Being in the situation of increasing globalization, many organizations attempt to expand their
businesses into foreign markets. Organizations enter global rivalries due to various purposes, for
example, raising worldwide reputation, the establishment of long-term development, an increment
of gainfulness, economies of scale and for other reasons, for example, filling of the internal market,
power of rivalry in the inside market and weight of administrative principles and guidelines. In the
global challenge, an appropriate and entry strategy ensures long-term market presence and prompts the
accomplishment business competitiveness in global markets. The organizations that enter universal
markets, in general, must choose the type of entry strategy and its impact on the organization’s farthest
foreign activity.

Thus, organizations work in progressively dynamic and fierce situations portrayed by serious
competition, uncertain economic stipulations, quicker technological innovations and shorter item life
cycles. Under these conditions, the effective presentation of new items into the market turns into a
basic factor for the endurance and development of organizations. Several studies have examined the
success or failure of products or services, including marketing and production, as a result of a specific
introduction or launch strategy. Several scientists believe that apart from companies desire to reach
foreign markets, increasing export output is their main concern. Entry strategy is among the most
crucial and primary factors in export performance designation. Despite the fact that a focus has been
put on the connection and impact of the entry strategy on organizations export output in the past, little
research has been carried out on it.

International entry mode is significant in light of the fact that the accepted entry mode has huge
connotations for performance. It determines if an organization has full command over the outside
unit or needs to impart control to a partner. What’s more, the accepted entry mode is hard to change,
since it has long-term implications for the organization. Given its high pertinence, various empirical
investigations have directed to the entry mode choice.
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Internationalization is the way to expand information gathering in overseas markets and
organizations. It was discerned that organizations start the process of internationalization by sending
products to culturally comparative countries. Nonetheless, different specialists contend that the more
extended organizations wait to initiate global projects, the more troublesome it will be to develop
globally. Internationalization can be seen as a component of most organizations ongoing strategy.
The fundamental contrasts among internationalization and different kinds of strategy are as per the
following: first, when goods, services or assets are to be moved across country borders, it is necessary
for organizations to choose the country where the transactions will take place. The choice of the
method of conducting exchange operations in international markets by the organization is the strategy
of entry into the foreign market. This paper focuses on entry strategy since one of the basic choices in
that internationalization procedure is the decision of an entry strategy.

Entry strategy is the method utilized by an organization beginning to do business abroad. It is
a Procedure that makes conceivable the entry goods of organization, innovation, human skills, the
executives, or different assets into a foreign country. Numerous types of market entry strategy are
accessible to organizations to enter global markets. In one classification, a distinction is first made
between the regimes of equity and nonequivalence. Equity systems have companies, including wholly-
owned entities and joint ventures, that carry on a certain stake in the business organizations involved.
Non-equity systems do not include ownership and include exports or certain contractual arrangements
like franchising or licensing. In 1982 Caves distinguished four essential approaches to extend globally,
from the most minimal to the most elevated risk: 1) wholly-owned foreign subsidiaries; 2) strategic
alliances; 3) licensing and franchising; 4) exporting [1].

Cateora and Graham concluded that import/export, wholly owned subsidiaries, partially owned
subsidiaries, licensing, franchising, consortiums and a joint venture are the six main entry systems
in the new market. This is expressed in the spectrum from the lowest risk-return and investment to
the highest. By building a correspondence between the external risk of reaching the target market
and the level of comfort risk of appetite and the level of, the company chooses a certain strategy.
Two organizations may see various dangers as they assess a similar market and, in this way, pick
diverse entry mode. Faced with the same risks, different companies may adhere to different methods
of leveling the arising risks based on the level of resistance to risk [2].

The initial grouping of various universal entry mode is established on two separate attributes:
1) production capacity location; 2) the proportion of ownership in foreign investment that the
organization needs. Foreign market entry may take place in two ways, depending on where the
production facilities are located. The organization may export its goods to the target country either
from production facilities outside the target country (exporting strategies), or the organization can
transfer its resources to the foreign country in finance, human skills, technology and business, where
they can be to consumers directly or in order to produce goods using local resources (non-exporting
strategies). The second feature (ownership percentage) reflects these alternatives: wholly-owned,
partially investment or none [3].

Export Strategies. Most organization choose to export as a strategic choice for a foreign entry
mode that retains effort and resources while continuing to leverage global opportunities. Exporting
can become a learning experience internationally. Many companies opt for export for their first mode
of international entry. This is the easiest way to access foreign markets and the lowest possible risk.
This requires the least allocation of equipment and has the lowest differences in country marketing
programs.

An organization that uses export strategies usually enjoys some benefits, such as the speed of global
market penetration, and does not require investment in the host country to establishing operations. In
particular, direct export provides a low-risk business and a quick way to start international operation
and meet demand and challenges. Therefore, the company and management interest in exporting
alternatives is usually small. The classification is split into two categories of export strategies: export
strategy direct and export strategy indirect.

Direct Export Strategy: In organizations focused on direct import, relationships arise between
markets and foreign consumers. No matter the operations are direct, own or indirect, the export end
result is similar. When exporting by foreign customers, companies use this strategy, in which business
interacts with regional sales agents. Recognizing the commitments made to sell manufactured goods
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in the target market, they are committed to the direct export strategy, which in turn places great
demands on the level of international marketing experience. Experience, income, resources, reliable
market information and so on is the advantage of this strategy, while the reverse strategy will require
higher costs. The variability of direct foreign export methods is not limited to internal export facilities,
mobile sales agents, export agents and sales offices.

Indirect Export Strategy: Without negotiating with foreign clients or companies, organizations
with indirect participation resort to the services of intermediaries when participating in international
projects. The organization sends its products through intermediaries to foreign customers in this
approach. When selling a product in international markets without resorting to any special activities,
companies use an indirect export strategy. The company does not participate in international marketing
in areal sense in this strategy. This strategy is more widespread among organizations that recently opted
for export. Types of indirect export are: export management organizations, commercial organizations,
production and distribution collaboration (Piggyback Marketing), intermediaries and sales agents, and
export cooperatives [1, p. 249].

Non Export Strategies: This means that the organizations manufactures its manufactured goods in
other countries and sells them to international markets. The following forms of non-export approaches
include.

In strategic alliances, organizations pool their resources or share them and expertise with other
organizations and groups, and share the benefits or risks of beginning a new venture. The organization
uses approaches such as licensing, franchising, contract manufacturing, and joint investment to reach
international markets within this strategy.

Foreign licensing is a contractual agreement between a domestic licensor and a foreign licensee
(usually the licensor has a valuable copyright, technical know-how, trademark, or organization name
it gives to the foreign licensee).

International franchising functions similarly to licensing, but affects the field of commerce and
distribution in the broader services sector. This form is particularly popular among SMEs, particularly
among self-employed or micro-enterprises, especially within the European Union, due to the much
lower start-up costs of such activities. The business enters the foreign market without any investment
through licensing and franchising. The mutual investment comes when a company asks to share in a
foreign company’s stock.

A joint venture involves sharing equity and risks on an ongoing basis as well as involvement in
management among partners establishing a long-term, profitable partnership. The benefits of the joint
venture include saved capital and less limited resources for operations in foreign countries. The risks
associated with the entry of the international market are also smaller and the business acquires some
important resources, such as local knowledge and experience, through a joint venture. Joint ventures
also minimize the risk of long-term investment capital exposure while maximizing the capital leverage
invested.

Foreign Direct Investment: By creating a new corporation or buying an existing company, the
company becomes the sole owner of the product manages operations in a foreign country. The creation
of a subsidiary with 100% ownership, as an entry mode, allows you to conduct activities without the
direct participation of the parent company in the country. The key benefit of the organizations foreign
direct investment is the retained leverage over its goods  technology, marketing, and distribution.
The drawbacks of investment in Greenfield are typically complicated developing processes and high
potential costs. Establishing a new wholly-owned company takes a long time, and is therefore not
ideal for rapid penetration into foreign markets. The creation of the investment in Greenfield also
requires the greatest contribution of know-how from all the alternatives for global market entry.

Entry strategy selection. Global development theories are widely used as the basis for evaluating
the selection of international organizations for entry strategy. Several mono-disciplinary theoretical
frameworks, such as Hymer’s market imperfections theory, transaction cost theory, internalization
theory, strategic actions and resource-based approach, have attempted to explain multinational
organizations choice of an optimal mode of entry into the foreign market only from one particular
perspective [4]. However, Andersen suggests that the entry strategy option for a company includes
several considerations and that a single theoretical point of view is not sufficient to give the full
report. To address this dynamic system of decision making of the entry strategy, it is naturally more
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fitting to have an eclectic approach that compares different factors at the same time. Dunning is trying
to integrate different theoretical frameworks into a diverse structure. In accordance with the eclectic
model of Dunning, company’s decision to enter a foreign market and the choice of mode of market
entry (contractual resource transfer, direct investment or export) depends on having: 1) internalization
benefits; 2) ownership-specific; 3) location-specific. Dunning’s eclectic paradigm does not distinguish
between a joint venture and a corporation with 100% ownership if the business decides to invest
directly in a foreign country. Generally, the entry strategy selection includes two steps: 1) the location
of the production facilities; 2) determining the extent of the company’s participation in or control of
the international subsidiary’s operations.

In Step 1, a development or hard-service company chooses to export to and sell on the target
international market. In Step 2, a development or hard-service company chooses forms of sharing
or low involvement between full control or high involvement. Several studies have proposed that
entry approaches can be distinguished with respect to resource commitments and control rates. Most
sometimes competing factors often affect the entry strategy of a company’s choosing. Influences
shaping decisions in the entry mode can be differentiated for inside and outside influences. Outside
factors include country target market factors, country target environmental factors, country target
growth factors and home country factors. The considerations of the business product and the business
resources are internal factors that affect the decision on the entry mode.

Further, the conceptual model founded on the above research has been presented and a model of
entry strategy, export performance and international business expansion can be proposed, as illustrated
in Figure 1.
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Figure 1 — Conceptual research model of key foreign market entry strategies in context
of international business expansion

Note — Source: Compiled by the author on the base of [2—6].

This figure focuses on the relationship between export performance and entry strategies. In
addition, most international business research studies regard international experience and the size of
the organization as control variables. One of the main frequent subjects of research is the relationship
between export performance and company size. In the literature there is general consensus that the scale
of the organization is positively linked to the propensity of the company to export. Organization size
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also affects the entry strategy. With the increase in the size of the company is directly proportional to
the willingness to expand investment activity abroad, taking into account the costs and risks, according
to the Horst paradigm. However, greater size means greater financial availability and administrative
capital, making the creation of wholly-owned subsidiaries simpler. Accordingly, a large part of
empirical research found that organization size is positively correlated with the degree of interaction
the entry mode assumes [5]. Standardization, without the use of other methods, will lead to optimal
results in relation to the international experience of the organization, no matter how experienced the
organization. The probability of choosing the best place for products and using the right marketing
strategy for an experienced international company, in conditions of environmental volatility, is highest.
International business experience is a comprehensive complement to the firm capital. Relative business
experience, also reflected in the total sales ratio, the number of foreign markets currently served and
the awareness of the host countries, affects the entry mode choice. It is empirically proven that with
the accumulation of international experience, the company’s need for 100% ownership increases.
Gaining experience through export, subject to limited international experience and lack of investment
in stocks, will be a low-involvement model. A U-shaped relationship has been identified between the
tendency to take part unilaterally and international experience according to Erramilli’s writings [6].
In our previous discussion, we gave some reasons for that result. Company tends to favor a single
ownership company as they gain vast experience in international marketing.

Moreover, the U-shaped phenomenon especially applies to soft services. When the market
is culturally similar to their domestic market soft services must be based on the local market,
unexperienced soft services are the most likely to take sole ownership when they first enter a foreign
market. Fast and valuable international marketing expertise for soft services offers by sole ownership.
As a comparison, the fact of hard services, including manufactured goods, is likely to follow a linear
trend, exporting with inexperienced and sole ownership with extensive experience.

Entry mode selection becomes a key strategic decision for companies seeking to join global
markets, since it will impact their future business performance significantly. In the background of
manufacturing industries, market-entry approaches affect business efficiency. One of the major points
of international marketing is the option of suitable entry strategies. Both methods have an impact on
the efficiency and length of this, by deciding the process and allocating necessary and appropriate
resources. The point of view of efficiency or profitability is determined by quality in the entry mode.
Non-profit motivations, such as the acquisition of capital and expertise, or strategic moves against
rivals, are believed to represent long-term profit.

In addition, some of the researchers suggest that entry strategies influence export output by
assessing the level of control, risk level and share of the business in foreign markets and ending up
with the company’s success or failure. The entry strategy to global markets is certainly one of the key
elements in the companies ‘ global marketing strategies for winning in global markets, which plays a
vital role in their business success.
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Anjarna

By makana metennik HapbIKKa MIBIFY CTpaTeTHsUIApbIH XabIKapaidblK OM3HECTI KeHEUTYMiH Tocimi peTiHzae
3eprTeyre apHairad. Kymeiin kene skaTka xahannany mafz[aﬁnapbmz[a KOIITEreH (prManap 03 OM3HECIH ChIPT-
Kbl HApBIKTApFa IIbIFY apKbUIbl KeHeI/ITyFC ThIPbICA/IbI, OyJ1 3epTTeydiH ©3eKTUIriH Heri3aeiui. XaJ'IBIKapaJ'[BIK
IKCIIAaHCHSI KOMITAaHUSIHBIH OcCyi YHIIH MYMKIH)IIKTep YCBIHa/bI, 0aceKkere KaOUIeTTUIIKTI apTThIpyFa KOMEKTecei
JKOHE JKaHa OHIMJIepre KOJI JKeTKi3yaAl KeHuraereni. Anaiiia KenTereH MYMKIHIIKTEep/l YChIHA OTBIPHIN, HHTEpHA-
HUOHAJIAH/BIPY GUpMa YIIiH — OYJI KONTEereH TOyeKeNJIEPMEH OalTlaHbICThI MPOLIECC JKOHE HAKTHI CTPATETHsICHI3
WHTEPHAIMOHAIIAHIBIPYIBIH HOTHKeN 00mybl exiTanail. ChIpTKbI HAPHIKKA IIBIFY CTPATETHMsCHIH TaHAAyIbl KOCa
aNFaH/ia, HbICAHANBI HAPBIKKA IIBIFYIbIH aJJIbIHAA HICHIUTYl KaXKeT KOINTereH MaHbI3abl Mocesenep 0ap. ChIpTKbI
HAPBIKKA WIBIFY Ke3iH/ie HapbIKKA IIBIFY/IbIH THICTI PEKUMIH TaHJIAIl aJiFaH KOH, OyJI KOMIIaHMs YIIH eMIipiiK Ma-
HBI3/IbI menimMi OonbIn Tadbutansl. JIaHbIKThI Klpy CTpaTerusIChIH TaHaay (UPMaHbBIH IIETEeNe WHBECTUIIMS Caly
Ke3iH/Ie jKacaybl THIC CTPATETrHsUIBIK MICIIIMHIH CHIHIAp/Ibl JKOHE TaHTBIpMaI/ITI)IH KypaybIliIbl OOJBINT TaOBLIAIEL.
Byt Makanana onap/blH KOMIAHUSHBIH YKCIIOPTTHIK KOPCETKIIITEPIHE KOHEe HOTHIKECIHIE XaJIbIKAPAJIbIK OU3HECTI
KeHEeHTyTe ocep eTyi KOHTEKCIHAe MICTENIK HapBhIKKA MIBIFYIBIH HETi3Ti CTpaTerusIapbIHBIH TYKBIPBIMIAMAIBIK
3epTTey MOAETI erKeH-Ter ke Kapatasl.

Tipex ce3nep: xalbIKapaliblK OM3HEC, OM3HECTI KEHEHTy, WIETENJIK HapbIK, LIBIFY CTPATerusiChl, SKCIOPT,
WHBECTHUIINS CaJTy, MHTEPHAIMOHAIIAHABIPY.

AHHOTANUA

Cratbs MOCBSIIECHA MCCICIOBAHUIO CTPATETHH BHIXOJA HA 3apyOC)KHBIN PHIHOK KaK CrIoco0a MEXKIYHAPOTHOTO
pacumpenus OuszHeca. Haxosich B yCIIOBUSIX YCHIIMBAIOIIEHCS TI00ATM3allUK, MHOTHE (PUPMBI MBITAIOTCS PaCIIIH-
pHUTH CBOW OHM3HEC MyTEM BBIXOJIA HA BHEIIHHE PBHIHKH, YTO OOYCJOBIMBACT aKTyaJlbHOCTh HCCIIeOBaHMs. Mexy-
Hapongaﬂ SKCIIaHCHUA HpeI[OCTaBJ'IHCT BO3MOXHOCTHU OJIA pOCTa KOMITaHUH, IIOMOTI'acCT IIOBBICUTH KOHKprHTOCHOCO6-
HOCTB U 00JIer4aeTt JOCTYI K HOBBIM IpoaykraM. OIHAKO, IPEIOCTABISISI MHOXKECTBO BO3MOKHOCTEH, HHTEPHAIIHO-
HAaJIH3auUs U QUPMBI — 3TO IIPOLIECC, CBSI3aHHBIN CO MHOTMMH PUCKAMH, U 03 YeTKOW CTPAaTeTUH HHTCPHAIMOHAIH-
3anust BpsiJ Jiu OyzieT ycrenHoil. EcTh MHOTO BaKHBIX BOITPOCOB, KOTOPbIE HEOOXOUMO PEIIUTh MEPE BBIXOJOM Ha
LIEJIEBOM PBIHOK, BKITFOYAst BBIOOP CTPATEervy BBIXO/IA HA BHEIIHHIA PhIHOK. [IpH BBIXO/IC HAa BHEIIHUI PBIHOK CIIEAyeT
BBIOpaTh COOTBETCTBYIOIINIT PEKHUM BBIXO/IA HA PHIHOK, UTO SIBJISIETCS YKU3HEHHO BKHBIM PEIICHUEM ISl KOMITAaHHH.
BBI60p HOI[XOHﬂHICﬁ CTpaTeFI/II/I BbIXO4a SABJISCTCS KpI/ITI/I‘{eCKI/IM U HC3AMCHUMBIM KOMIIOHCHTOM CTpaTeFI/I‘{eCKOFO
peleHus, KOTopoe GrupMa JT0JHKHA JIeIaTh IPU UHBECTUPOBAHKH 3a pyOekoM. B cTaThe moapoOHO paccMarprBaeTcst
KOHIICNITyallbHAs HCCIICA0BATEIbCKAsT MOJICITh KITFOYECBBIX CTPATET A BBIXO/IA Ha 3apYOCHKHBIN PBIHOK B KOHTEKCTE UX
BJIMSTHHSL HA DKCIIOPTHBIE MTOKA3ATENIM KOMIIAHUH U, KaK CIEJICTBUE, PACIIMPEHNUE MEXYHAPOIHOTO OU3HECa.

KitroueBsie crioBa: MeXIyHApOIHBIN OM3HEC, pacuInpeHne Ou3Heca, 3apyOeKHBIH PBIHOK, CTPATETHH BBIXOAA,
9KCIIOPT, MHBECTUPOBAHUE, UHTEPHAIIMOHATM3AITHSL.
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