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Abstract

This research aims to understand the decision making of foreign entrepreneurs in
choosing modes of foreign market entry in relation to the differences in cultural characteristics
of the entrepreneurs, locations of the businesses, and the business experiences.
The hypotheses were based on the differences in cultural characteristics of these
entrepreneurs, locations of the businesses, and the business experiences affecting differences
in decision making of foreign entrepreneurs in choosing modes of foreign market entry divided
into Equity modes versus Non-Equity Modes. Convenience sampling was use to collect the
100 questionnaires from international businesses in various industries, divided into 50
businesses located in Special Economic Zone or Costal areas and 50 businesses located
outside Special Economic Zone or Costal area. The data was analyzed using multiple
regressions. The findings found that the more entrepreneur value high power distance leads
to the high tendency to use equity modes of foreign market entry. Moreover, they found that
the more entrepreneur value low uncertainty avoidance, compared with those who value high
uncertainty avoidance, leads to the high tendency to use equity modes of foreign market
entry. However, high business experiences and doing business in special economic zone or
costal area are not the factor affecting entrepreneurs’ decision to choose either non-entry
modes or entry modes of foreign market entry. As a result, these findings support past research

on the relationship between cultural dimensions and foreign market entry modes.

Keywords: Foreign Market Entry Modes, Cultural Dimensions, Resource-Based View, Special

Economic Zone
Introduction

For the trends of international business today, Multinational Corporation or

Multinational Company (MNC) or Transnational Company (TNC) has many choices to select
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the various modes in entering foreign markets (Hennart, 2009), especially in ASEAN countries
due to the opening of ASEAN Economic Community. So, many successful foreign companies
are now looking for doing their businesses in Thailand. Such companies, however, cannot
ensure that it will be prosperous in Thailand due to the differences in terms of institutional
and geographical backgrounds. Sometimes these differences cause the business problems.
As a result, such firms are presumed that they are avoiding the business risks by exporting or
doing contractual agreements. Nevertheless, such enterprises can be supposed that they are
now attempting to do their businesses by themselves or finding the local partners. Keeping in
context of the foreign market entry modes, the following research problems have been
contrived to study in order to clearly understand the current situations and impose the
foundation for further research as well.

Although there are many international business literatures relating with foreign market
entry modes, it lacks of the evidence emphasized foreign market entry activities into Thailand
under the emerging of ASEAN Economics Communities (AEC). Past literature have depicted
that there were many factors affecting decision to choose the specific foreign market entry
mode (Madhok, 1997; Tse, Pan, & Au, 1997). Consequently, this research provides the
contribution on choice of foreign market entry mode of entrepreneurs in Thailand under the
emerging of AEC. Because many successful foreign companies have different modes of foreign
market entry depended on their own different characteristics, the objective of this research
was to understand how entrepreneurs choose entry modes, comprising non-equity modes
and equity modes. To accomplish this objective, related studies and literatures such as OLI
Paradigm, Cultural Dimensions, and Resource Based View (RBV) are cautiously reviewed.
Hypotheses are designed and tested using the survey data collected in Bangkok in 2020.
The research will definitely assist to provide the new foreign businesses with useful

implications for choosing foreign market entry modes.

Literature Review
This part consists of Hierarchical Foreign Market Entry Modes, OLI Framework, Geert
Hofstede’s Cultural Dimensions, and Resource-Based View Theory, which is the basis to

generate the research conceptual framework, as shown in Figure 2.
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The Hierarchical Foreign Market Entry Modes

Chu and Anderson (1992) stated that foreign market entry modes have been
demonstrated in two main different methods. The first is to demonstrate as a range of
cumulative stages of risk exposure, resource commitment, command, and turnover capability
from export to fully owned subsidiaries. The second is to establish a foreign market entry
mode as starting point in contradiction of which other entry modes are collated (Buckley &
Casson, 1998). However, the entry modes can be viewed as hierarchical perspective

Dunning (1979) developed the eclectic paradigm or OLI Framework which is a famous
internationalization theory in economics. OLI represents Ownership specific advantages,
Location specific advantages, and Internalization advantages. These prospective foundations
of advantage are described as follows.

First, ownership specific advantages denote the benefits of the foreign companies
looking for involving investment in overseas, such as innovative skills (Gray, 2003), probable
by involving in their alien manufacturing (Dunning, 2000). Second, location specific advantages denote
the substitute countries, for engaging the value adding actions of Multinational Enterprises,
such as low salaries (Gray, 2003), possibly by undertaking in foreign direct investment (Dunning,
2000). Third, Internalization advantages denote the advantages by individual manufacturing
instead of making through a partnership agreement, for example, franchising or licensing

(Twomey, 2000), possibly by avoiding permitting the entitlement to manufacture (Dunning, 2000).

Samples and data collection

Sample in this study was 100 international businesses in various industries, including
agriculture and fishery, textile, cloth, and leatherwork, household goods, electric appliance
and electronics, logistics, industrial estate, and tourism in April 2020 and had profit revenues
up to 1 million Baht per year. The researchers used convenience sampling and proportionate
the participants into 50 businesses located in Special Economic Zone or Costal areas and 50
businesses located outside Special Economic Zone or Costal area. The respondents in each

international business were contacted in person and were invited to reply the questionnaires.

Measures
Power Distance index or PDI and Uncertainty avoidance Index or UAI were measured
in separated tables by the adjusted version of the scale previously used by previous researches.

The scale was designed definitely to measure opinions about what extent respondents do in
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the several activities. All items were scored on five-point rating scale, ranging from 1 (strongly
disagree) to 5 (strongly agree).

Another two main independent variables, location specific advantage and business
experiences, were measured by descriptive statistics. Moreover, as this research focuses on
firm-level measurement, the control variables in this study were types of industries. Types of

businesses were measured as a dummy variable.

Data analysis

Descriptive analysis of the empirical data disclosed that of 30 completed surveys. It
was carried out employing by regression. The regression aims to learn more about the
relationship between “several independent variables”, including both main independent

variable and control variable, and a dependent variable.

Result

Firstly, the result of KMO Measure of Sampling Adequacy is 0.770 (good if >0.7 and
acceptable if >0.5). It indicates that a factor analysis probably useful with data gathered in this
research. Moreover, the result of Bartlett’s test of sphericity was statistically significant at level
of 0.0001. It reflects good correlation matrix.

Validity test using Exploratory Factor Analysis (EFA) indicates that all question items
can be grouped in to 5 factors. Factor 1, power distance, explains 19.696% of total variance.
Factor 2, uncertainty avoidance, explains 38.333% of total variance. Factor 3, location specific
advantage, explains 17.333% of total variance. Factor 4, business experience, explains 16.149%
of total variance. Finally, Factor 5, entry mode, explains 12.119% of total variance. However,
this study cannot exactly indicate good scale or validity or good scale validity because of
small sample size. The question items belonging to the same concept have low and high
variation with one another.

Before performing the regression analysis, construct reliability and correlation were
acceptable, as all Cronbach alphas coefficient exceed the widely suggested value of 0.7 and
the relationships between main variables was discovered, in turn (Fornell & Larcker, 1981).
Moreover, R squared was used in the research to denote the proportion of total variation of
outcomes explained by the independent variable in the model. As the researcher use equity
modes as dependent variable, R square is 0.976. It means that the regression model can

explain about 97% of equity modes. R squared modified for the number of explanatory terms
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in @ model or Adjusted R squared is 0.972. Then, the researchers investigate for
multicollinearity using acceptable Variance Inflation Factor (VIF) indicators, which range from
2.345 to 5.033, as suggested by Hair et al. (1995).

According to Hypothesis 1, the more entrepreneur do business inside SEZ/costal areaq,
compared with those who do business outside SEZ/costal area, the high tendency to use
equity modes of foreign market entry. The result depicts that the relationship between two
variables is positive and statistically insignificant (=0.082 for unstandardized coefficients and
B=0.085 for standardized coefficients; p=0.087). As a result, the Hypothesis 1 cannot be
supported.

According to Hypothesis 2, the more entrepreneur value higsh power distance,
compared with those who value low power distance, the high tendency to use equity modes
of foreign market entry. The result depicts that the relationship between two variables is
positive and statistically insignificant ($=0.97 for unstandardized coefficients and B=0.15 for
standardized coefficients; p=0.034). As a result, the Hypothesis 2 can be supported.

According to Hypothesis 3, the more entrepreneur value low uncertainty avoidance,
compared with those who value high uncertainty avoidance, the high tendency to use equity
modes of foreign market entry. The result depicts that the relationship between two variables
is negative and statistically insignificant (B:—O.53 for unstandardized coefficients and [3:—0.765
for standardized coefficients; p<0.001). As a result, the Hypothesis 3 can be supported.

According to Hypothesis 4, the more entrepreneur value high experience, compared
with those who value low experience, the high tendency to use equity modes of foreign
market entry. The result depicts that the relationship between two variables is positive and
statistically insignificant (B=0.002 for unstandardized coefficients and 3=0.040 for standardized
coefficients; p=0.408). As a result, the Hypothesis 4 cannot be supported.

Additionally, the significant relationships between control variable (types of industry:
agriculture and fishery, textile, cloth, and leatherwork, household goods, electric appliance
and electronics, logistics, industrial estate, and tourism) and the tendency to use equity modes

are found as the following.

Discussion
This research aims to understand to understand how entrepreneurs choose foreign
market entry modes divided into non-equity modes and equity modes. The main effect of

entrepreneurs’ decision, evidence strongly suggests that the more entrepreneur value high
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power distance leads to the high tendency to use equity modes of foreign market entry. The
evidence, moreover, strongly suggests that the more entrepreneur value low uncertainty
avoidance leads to the high tendency to use equity modes of foreign market entry. On the
other hand, high experiences and doing business in special economic zone or costal area are
not the factor affecting entrepreneurs’ decision to choose either non-entry modes or entry
modes of foreign market entry. For the context of special economic development zones, it
could concern with no readiness in terms of infrastructure and international transportation
(Department of Local Administration, 2016). There is the lacking of the speed of public
transportation (Tirastittam & Waiyawuththanapoom, 2014). So, Special Economic Zone still
does not attract foreign investor. As a result, these results provide support to previous
literature regarding companies from a country with high power distance will tend to choose
equity modes when entering a foreign market (Makino & Neupert, 2000). These results also
sustain earlier literature on the relationship between uncertainty avoidance and non-equity
entry modes (TSE, Pan & Au, 1997).

The findings from this study offer additional contribution to research that emphasizes
foreign market entry modes. Although previous studies focused on the role of cultural
dimensions, location specific advantage, and resource based view affecting entrepreneurs’
making decision to choose foreign market entry, the present study provides supplementary
comprehension that the types of industries is also probably conditional role on their decisions
as well. This study found that the specific type of industries, logistics, leads to the high
tendency to use equity modes of foreign market entry, especially wholly owned subsidiary.
This result reflects that Thai logistics Companies should prepare themselves for surviving in
high competitive situation. Thus, future research that aims to investigate the impact of different
types of industries excluded in this study, such as pharmaceutical production, ceramic, plastic,
medical equipment, motor vehicles, and gem-and-jewelry. Future study, moreover, should
consider some other cultural dimensions, including human resource factors, as suggested by
Phrapratanporn et al. (2019), as they could be main independent variables of the further

research.
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