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Abstract:    The market penetration problematic has been subject to consideration in the scientific  
                      literature, however, hitherto not on the basis of a coherent and applied theory. 
 

Based on selected fields of theory, e.g. ex ante it is presumed that such theories may contribute 
to the development within the market penetration problematic, and this forms the purpose of 
this scientific article, i.e. to critically evaluate and compare the basics of such theories, ana-
lytic argumentation and fields of application. A meta-theoretical argumentation will apply, as 
such contributions containing estimated of potential theoretical and methodological flaws – 
have been surprising limited in numbers. 

  
Selected perspectives are not only considered a product of the scientific context, i.e. 
perspective, within which they were developed, but additionally in relation to the per-
spective utility value as framework of analysis and terms in this context.. 

 
 
Keywords:    Internationalisation, Market Entry, Research Streams, Classification,   
                       Assessment 
 
 
 
 

1. Introduction 
 
The choice of standard operation mode/entry mode with market penetration with new foreign mar-
kets is a vital strategic decision to any enterprise, and will entail long-term consequences to both the 
international development of the enterprise, and to sales with the individual market. The mode of 
operation forms a pivotal point of the overall enterprise strategy, as to cultivation and supply of a 
foreign market. Consequently, the decision is closely connected to choice of international chains of 
distribution and other marketing matters. 
 
Despite many years of interest from researchers and general interest the entry choice issue is still 
considered a frontier issue within the field of international marketing – judged from the academic 
and general interest and in numerous contributions to international scientific. 
Though considerable progress has been made in later years within formulation of theories, consider-
able flaws and weaknesses still exist within the fields of methodology and terms. (Hill, Hwang, Kim 
1990, Kim, Hwang 1992, Kwon, Konopa 1992, Li, Cavusgil 1995, Calof, Beamish 1995, O’Farrell, Moffat, 
Wood 1995, Strandskov 1995, Leonidou, Katsikeas 1996, Sarkar, Cavusgil 1996, Andersen 1993, 1997, 
Benito, Welch 1997, Hamill 1997, Kumar, Subramaniam 1997, Bishop 1999, Chaffey et al. 2000, Chung, 
Enderwick 2001, Fletcher 2001, Jones 2001, Rugman 2001, Weisfelder 2001, Axinn, Matthyssens 2002, 
Sivakumar 2002, Whitelock 2002, Deo Sharma, Ryans Jr, Griffith, White 2003, Ekeledo, Sivakumar 1998, 
2000). 
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Conversely literature tends to display much common ground on the issue of potential operation 
modes, which may be classified as follows: (a) exporting entry modes, (b) contractual entry modes, 
(c) investment entry modes. 
(Anderson, Gastignon 1986, Beamish, Banks 1987, Contractor 1990,  Hill, Hwang, Kim 1990, Agarwal, 
Ramaswami 1992, Hwang, King 1992, Erramilli, Rao 1990, 1993,  Agarwal 1994,  Root 1994, Woodcock et 
al. 1994, Gulati 1995, Woodcock, Beamish, Makini 1996,  Maignan, Lukas 1997, Buckley, Casson 1998, 
Jean-Pierre, Hennessey 1998, Cateora, Ghauri 1999, Deo Sharma 1999, K.D.Brouthers, L.E  Brouthers 2000,  
McNaughton, Bell 2000, Domke-Damonte 2000,  Pan, Tse 2000, Kulkarni 2001,  Osland, Taylor, Zou 2001, 
Albaum, Strandskov, Duerr 2002,K.D. Brouthers 2002,  Erramilli, Agarwal, Dev 2002, Solberg, Nes 2002, 
Lotayif 2003, De Búrca, Fletcher, Brown 2004, Hollensen 2004). 
Grönross (1999) ’updates’ this split-up through the application of yet another mode, i.e. “The elec-
tronic mode”. 
 
Such market penetration modes are usually considered in relation to risks and reversibility, demands 
as to investments and profits, resource allocation, and degree of control, which applies to such 
modes of operation. 
An enterprise is consequently faced with problems of a complex nature in connection with estab-
lishment and operation of enterprises abroad, export modes or other modes of operation.  
 
Hitherto it has been impossible to develop a simple generic and operational model for market pene-
tration abroad. As mentioned above this is an issue, which comprises complex strategic business 
economics decisions to the investing enterprise, and such decisions rest upon the knowledge of se-
ries of variables, their importance and relationship, together with estimates of future development 
thereof. 
. 

2. Purpose 
 
Based on selected fields of theory, e.g. ex ante – which are presumed to contribute towards the de-
velopment of the market penetration problematic, it is the aim of this article to critically evaluate 
and compare the basic prerequisites, analytic arguments and possibilities of application of such theo-
ries. A meta-theoretical reasoning will be conducted, as contributions from estimates of potential 
theoretical and methodological flaws have – hitherto – been surprisingly few.  (Goodnow 1985, 
Machazina, Engelhard 1991, Andersen 1993 & 1997, 0’Farrell, Moffat, Wood 1995). 
 
Development within formulation of theories will be subject to a- state- of- the- art review, with an 
increased focus on well-know and similarly established theories, and the basis, contents and applica-
tion of such theories with a view to estimate both contemporary and potential value vis-à-vis the 
market penetration problematic. 
The selected perspective will not only be considered a result of their context and framework (the 
scientific perspective) – from which they were developed, but also in relation to the respective util-
ity value as basis of analysis and terms of this article. Theories are tools allow understanding of 
complex contexts, which develop in practice – and they must be evaluated against this background. 
The problem field of methodology and terms, which appear in connection with such analyses, are 
more closely considered with a view to add further theoretical basis to research as to depiction and 
explanation of the market penetration problematic, both with entry mode and entry strategy.  
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3. Theoretical approach 
 
The theoretical approach to market penetration problematic emphasises a rather Meta theoretical 
argumentation as to proposed new potential changes and additions. Such Meta theoretical arguments 
are inspired by the Meta theoretical considerations of K.B. Madsen (1974, 1980), which are consid-
ered to cover below items: 
 
a. Identification of the theory by putting it into perspective 
b. Identification of theoretical arguments through its views and attitudes 
c. Explanation and prediction of coherences of the applied theoretical terms. 
d. Identification and mapping of contents and form, together with classification of the theories. 
 
With Meta theoretical arguments pivotal issues are chosen in relation to the individual theory, which 
is primarily because of the different views of the theories. The Meta theoretical argument is the 
means to suggest possible adjustments and additions to help the understanding of the various contri-
butions concerning the market penetration problematic. K.B. Madsen’s Meta theoretical considera-
tions comprise a far more holistic and hermeneutic approach, which may also bring about more psy-
chologically tainted problem fields in relation to the cause and effect complex. 
 
 
Otto Andersen (1993) criticizes present contributions with the theories behind internationalisation 
for not devoting sufficient attention to the evaluation of potential theoretical and methodological 
flaws. He consequently calls for application of/development of specific criteria of evaluation – with 
reference to Zaltman et al (1973). He also includes Zaltman’s categories of explanation (ibid, p. 
131), i.e.: 1) the deductive-nomological, 2) the probabilistic model, 3) the functional or teleological 
model, 4) the genetic model. Such models of explanation make use of logic and evidence, which is 
fundamentally different to explain selected phenomena. 
Consequently Otto Andersen (1993) advocates the use of” The Explanation Criteria” and 
 ”The Falsification Criteria” in connection with evaluation of theories. 
Above criteria is divided into following part-analyses: a) Type of Scientific Explanation, 
b) Boundary Assumptions, c) Causal versus Non-Causal Explanation, d) Utility of Explanation. 
 
This relates quite clearly to K.B. Madsen’s (1980) Meta theoretical complex of terms. To K.B. 
Madsen the awareness of “strengths” and “weaknesses” of theories call for examination of the ex-
planatory and truth value of theories. “The Truth Value”, which may be split up into formal truths 
(coherence and logical consequence), and real truths (compliance with phenomena, event or objects 
considered by the theory). Thomas S. Kuhn claims that the truth value of theories must always be 
evaluated through mutual comparison between two or more theories, where the theory containing 
the highest degree is chosen. 
 
A more “restrictive” point of view is the Karl Popper’s formulation of the principle of falsification: 
A theory is rejected, if even just one of the general arguments – regular or hypothesis – is falsified. 
Otto Andersen (1993, p. 215) emphasises that distinction must be made between the use of the prin-
ciple of falsification in connection with formulation and evaluation of a theory (chosen by Ander-
sen) – and the decision surrounding the rejection or acceptance of a theory. 
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4. Some theoretical principal schools of thought 
 
Naturally specialist literature has produced a series of approaches to market penetration problematic 
over the years (“entry mode” and “entry strategy”). In the 1970s formulation of theories, terms and 
method within international business economics was particularly identified through the need of the 
subject fields to add an international dimension.(Strandskov 1995, p. 9). At a later stage two or more 
subject fields were added to the international dimension (cross subject fields, specialist subject field 
approach), followed by both interdisciplinary, as well as comparative approaches. This tendency is 
reflected by the contributions, which particularly focus on market penetration problematic by adding 
a series of social science subject fields/disciplines. 
Jesper Strandskov (1995) present four theoretical perspectives of the enterprises’ internationalisa-
tion process: 1) the learning perspective, 2) institutional-economic perspective, 3) internal organisa-
tional perspective, 4) strategic competition perspective. 
Otto Andersen (1997) presents and debates following four theoretical perspectives to explain entry 
modes: 1) entry mode as a chain of establishment, 2) the transaction cost approach, 3) the eclectic 
framework, 4) the organizational capability perspective. 
Pan & Tse (2000) consider three fields of theory to explain the choice of entry modes: 
1) entry mode as a gradual involvement in the foreign market, 2) the perspective of transaction 
costs, 3) Dunning’s eclectic paradigm. 
Marian V. Jones (2001) is somewhat more straight-forward in her division of literature concerning 
the internationalisation of an enterprise, since she includes studies, which focus on the decision 
making in relation to entry mode and – strategy, and those who focus on the actual process. 
The point of view is also advocated by Benito & Welch (1997), who decided upon the following two 
main approaches concerning the choice of operation modes:  A): An Economics perspective 
and B) A Process perspective. 
Whitelock (2002) considers four theories of internationalisation: 1) the Uppsala model,   
2) the eclectic paradigm & transaction cost analysis, 3) the interactive network approach/IMP 
Group, 
4) the business strategy approach. 
Mansour Lotayif (2003) considers following four main perspectives to explain choice of entry mode, 
and he also offers a generous list of literature in this connection: a) gradual incremental involve-
ment, b) transaction costs analysis, c) Dunning eclectic theory or location-specific factors or contin-
gency theory, d) agency theory.  
 
I have chosen – as my starting point – the two main approaches of Benito & Welch’s (1997) for this 
article: The Economic perspective, and the Process perspective, respectively. The reason is the pos-
sibility to evaluate some pivotal classic economic theories, which were not developed specifically 
with a view to the entry mode problematic, but contain methods, subject fields, variables and other 
which may contribute towards an explanation of the problems, which arise from a marketing organi-
sation. The process perspective particularly emphasizes behavioural factors as driving forces behind 
the internationalisation of an enterprise, and the entry mode is a vital built-in aspect/subject field of 
such theories. 
Though considerable progress has been made within both fields – considerable flaws/weaknesses 
still exist. Despite a series of essential points made by critics – both with to terms and methods – 
only few attempts have been made to establish common ground with respect to terms. 



 6

 
 

5. Trends within previous research  
 
A review of the comprehensive literature on entry mode problematic reveal that research within this 
particular field is still fragmentary, both with terminology, identification of problems, methods and 
coherent theory. 
 
Although the subject field is deeply rooted in economic theories on direct foreign investments and 
theory of internationalisation – the trend over the past few years has devoted to a far more eclectic 
perspective. In accordance with this view researchers have often questioned the prevailing economi-
cal rational paradigm and tried to integrate traditional views on efficiency with strategic, behav-
ioural and other non-related economic considerations. As a result literature on entry mode today 
represents a rich variety of perspectives and disciplinary paradigms. 
 
Sarkar & Cavusgil (1996) have examined the most pivotal issues, which so far have been subject to 
examination within this particular field of research – together with subsequent themes: 1) Product-
Market Factors, 2) Firm-Foreign Specific Factors, 3) Host Market Factors, 4) Cultural Factors, 5) 
Home-Market Factors, 6) Global Industry Structure, 7) Global Strategic Motivations, 8) Global 
Corporate Objectives, 9) Firm’s Entry Mode Choice, 10) Political Negotiated Entry, 11) Relational 
Dimensions of interfirm Collaborations, 12) Firm’s Bargaining Power With Respect to Foreign 
Governments, 13) Performance. All these themes are accompanied by considerable literary contribu-
tions, which render this effort an actual research overview. 
 
Only in recent years have contributions of integrated research been developed and presented 
(Sarkar & Cavusgil 1996, Andersen 1997). A comprehensive study of relevant research data base, 
however, indicates that since then no major ’integrated research review’ has been published within 
this field. Consequently it is necessary to look at the whole field once again: Given the cumulative 
nature of science, trustworthy accounts of past research form a necessary condition for orderly 
knowledge building” 
 
From the research records of Sarkar & Cavusgil it will appear that research primarily focused on the 
examination of coherence between product, the foreign market and specific factors relating to the 
enterprise in question – and the most efficient entry mode for any given enterprise in this relation.  
The manufacturing sector has been emphasized at the cost of the service field (Erramilli & Rao 
1993), which also means that emphasis was with prediction of entry modes at accumulated levels 
(Aulakh & Kotabe, 1997). 
 
Against a back drop of considerable changes in the global surrounding over the past few years – 
both with market, technologically, communicatively and virtually it is of vital importance to reassess 
the frames of terms and references, which have so far dominated research with the field of entry 
modes (Axinn, Matthyssens 2002). Hamill (1997) calls for”a fundamental reassessment of the re-
sults of past research” and for the development of new international marketing paradigms based on 
e.g. the internet. Similar considerations are put forward by Bishop (1999) and Chaffey et al. (2000) 
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6. Selected economic approaches 
 
Further to Sarkar & Cavusgil (1996) research review focus will be with previous economic ap-
proaches: 
 
Theory on transaction costs (Williamson 1975, 1985, 1986, 1991), theory on internalization (Coase 
1937, Penrose 1959, Buckley & Casson 1976, Rugman 1981) and Dunning’s eclectic theory 
(Dunning 1977, 1979, 1988, 2000) together with later attempts to integrate other ideas (Beamish & 
Banks 1987, Gomes-Casseres 1990, Hill, Hwang, Kim 1990, Kim & Hwang 1992, Woodcock, Beamish, 
Makino 1994, 1996, Aulakh & Kotabe 1995).  They are all based on the idea of the imperfectness of 
market mechanisms, which results in integrated structures/units, which are preferred over market 
mechanisms; they are usually referred to as efficiency-based paradigms. In accordance enterprises 
are considered as units striving for efficiency, who select management systems, which minimizes 
transaction costs. 
 
The theory on transaction costs considers the entry mode as an individual transaction, which calls 
for a trade-off between controls and resource commitments (Anderson & Gastignon 1986, Contractor 
1990.). 
 
 
 
  
The subsequent review aims to cover and evaluate the various terms, views, methods, parametres 
etc., which presently and possibly may strengthen the foundation/basis of economic approaches as to 
choice of entry mode in a given market. In this context the also falls the theory on resource alloca-
tion which runs parallel to – but also in more general terms – with other selected economic theories 
(Conner, 1991). 
 

(A): Theory on transaction costs and theory on internalization 
 
The theories on internalization and transaction costs focus on identical starting point, i.e. a given 
enterprise must respond to the flaws and deficiencies of market- and price mechanisms.  
 
Buckley & Casson (1976) focus on market oriented solutions (externalization) vs. enterprise based 
solutions (internationalisation). The perspective of internalization is closely connected with the the-
ory on transaction costs. The paradigm question of the internationalisation theory in connection with 
entry to a foreign market is, whether an enterprise wishes to perform this within the framework of its 
own organisation or – in contrast to externalisation – i.e. to use modes of operations, applied by the 
penetrating enterprise through cooperation or business with other enterprises, makes use of such 
partners organisation as a basis for the exercise of the activity on the market (e.g. license produc-



 8

tion). The perspective of internalization and transaction both related to minimizing transaction costs 
and the conditions which apply market failure. 
 
The theory on transaction costs aims the best possible economic organisation. The economic organi-
sation is influenced by the sum total of production costs and transaction costs. Transaction cost are 
not defined in detail by Williamson, but explained through their relation to the economic organisa-
tion, and they tend to focus on comparative costs “by organizing with hierarchies, markets and hy-
brids” (Williamson, 1991, p. 283). 
Williamson’s theory is founded on some behavioural prerequisites (1985, p. 61): 
 (A): Bounded rationality. This prerequisite does not imply that actions are irrational, as it is implied 
that trust may substitute rationality. One of aims of the theory on transaction costs is to consider 
man as he is in the real world and consequently disregard the rational economic man prerequisite. 
Williamson (1975) defines limited rationality as “a semi strong of rationality in which economic 
actors are assumed to be intended rational, but only limitedly so”. 
(B): Opportunism. Refers to the possibility of operators pursuing own interests and goals “with 
guile”, as suggested by Williamson via opportunist behaviour. However, Williamson does not as-
sume that all operators will respond in an opportunist manner, but it is impossible to know in ad-
vance - ex ante – who is opportunist – and who is not. In consequence this leads to trust as a neces-
sary means with any business relation, and the notion of trust is by no means in conflict with the 
consideration of opportunism as an integral part of behaviour. 
 
The above two main prerequisites are important contextual factors, however, they do not themselves 
imply why an enterprise may select vertical integration, because the prerequisites are constant  
characteristics of any given society. These prerequisites represent a certain deviation from classic 
economic models, however, in no major fashion. Individuals are still considered to behave rationally 
in the sense they strive for added profits. In the same fashion selfish behaviour is covered by 
traditional economic theory, but ”guileful” behaviour –”human nature as we know it”, as suggested 
by Williamson is not anticipated. 
 
The primary goal is consequently to make enterprises realize that all decision – both internally and 
externally – are subject to consequences of such behavioural prerequisites. Even though Williamson 
has been criticized by his assumption on opportunism with agents/intermediaries since not all are 
necessarily equally opportunist, this does not devaluate the truth value of the theory, since there will 
always be a risk of some opportunist behaviour. On the other hand the idea that one may not ex ante 
estimate who may be opportunist, must count as overly simplified (trust, reputation, reliability, are 
important and know assets within the business world).  
 
The theory on transaction costs also deals with important issues, other than behavioural prerequi-
sites. A split up of below management mechanisms are suggested relating to business relations and 
the ever changing nature of same:” Market-, trilateral-, bilateral, or unified governance” (William-
son 1985, p. 79). Market and hierarchy are alternative mechanisms of management used with coor-
dination of transactions. Choice of management mechanisms – used with coordination of transac-
tions – depend on relative costs with the market and the hierarchy, respectively. In this connection it 
may said to be a matter of exaggerated evaluation of the hierarchy as a control mechanism, as some 
“friction” between major enterprises must be anticipated. The importance of internal transaction 
costs are underestimated with the choice of marketing- or manufacturing modes. 
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The most important characteristics of a transaction are: uncertainly, transaction-specific assets and 
transaction frequency, and between them they make the independent variables of the analysis. As 
transaction costs may not be regarded as absolute terms, the choice of management mechanism sur-
rounding transactions will be influenced by non-human characteristics. 
 
The choice of international marketing mode will include both production costs (construction costs 
and operating costs) and transaction costs (management and coordination costs). The theory requires 
that it is possible to separate these two types of costs, however, often this is not possible. Usually it 
is difficult to measure transaction costs – though they may be defined. Reference is made to 
Strandskov (1995, pp. 103 ff), who carries out a thorough presentation of the reasoning of the trans-
action cost analysis with internationalisation of vertical and horizontal establishment of production 
 
The transaction cost analysis considers the terms as a whole, which must be considered a theoretical 
strength. The explanation of an enterprise’s choice of international operation mode demands the 
addition of an additional series of variables. Hill, Hwang, Kim (1990), Kim & Hwang (1992), Aulakh & 
Kotabe (1995), emphasises that organisational competences and strategic global matters are as impor-
tant as lowering of costs as to the enterprise’s choice of operation mode. Gomes-Casseres (1990) also 
wishes to include the negotiation process between a given enterprise and public authorities at the 
future/possible foreign market. 
 
The variables of the transaction cost analysis are difficult to monitor in practice (operational meas-
ures), just as other essential variables are not well-defined. Though the “hybrid” must be placed 
somewhere between the market and the hierarchy, there is no real alternative to this with the theory 
on transaction costs. A further problem is whether, it is prudent – ex ante – to exclude certain modes 
of operation from an analysis and solely focus on a part thereof (Moffat & Wood, 1995). This ques-
tion may be explained through a series of empiric surveys (Agarwal & Ramaswami, 1992, Erramilli 
1991, Erramilli & Rao 1993) of the aggregate level, which apply with analyses of choice of operation 
mode. In the survey of service enterprises’ choice of operation mode each individual respondent was 
presented a list of 7 alternative modes of operation, however, data gathered was aggregated to a se-
ries of binary variables, which were given the value of 1, if the operation mode was complete con-
trol, and 0 with partial control. This binary specification was defended by (Erramilli & Rao, 1993, p. 
20) by claiming” transaction cost analysis has had less success in explaining the more complex mul-
tinomial choice among entry modes”. 
 
Apart from above points of criticism different norm may apply with different enterprises on the 
measurement of ”mode performance”. A further problem concerning weights/priorities of independ-
ent variables which determines the choice of operation mode (Kumar & Subramaniam, 1997); such 
objections must also be considered in relation to the fact that the transaction costs theory calls for 
“risk neutrality” (Williamson, 1985), which may be taken to mean (Chiles & McMackin, 1996), that 
venture investors may reach other decisions than with risk aversion. Probably the most profound 
criticism is forwarded by Ghoshal & Morgan (1996), who consider Williamson’s approach down right 
dangerous, since it advocates  ”influence practice”. Many decisions – made from a stringent analysis 
of transaction costs – will be wrong because of prerequisites and logic upon which the theory rests. 
 
The theory on internalization is static and loosely formulated and does not represent a general frame 
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work of theory, whereas the theory on transaction costs offers a clearer theoretical framework to 
distinguish between transactions needed for internationalisation – and such which are not needed. 
 
Some sociologists and economists regard the transaction perspective as a scientific break away from 
standard business economics’ research perception. However, it would be far fetched to consider it a 
new paradigm, cf. Kuhn’s perception of the term “usual science” in relation to a field of research. 
 

(B): The eclectic paradigm 
 
The eclectic theory is – as indicated through its name – an attempt to incorporate various theories on 
choice of entry mode into to general framework of terms. This approach was fine tuned several 
times over the years – both by Dunning himself and other scientists (Dunning, 1977, 1979, 1980, 1988, 
1993, 1995, 2000), Goodnow (1985), Hill, Hwang, Kim (1990), Macharzina & Engelhard (1991), Cantwell & 
Narula (2003). 
As will appear from the contributions to the problematic of entry modes, it has not yet been possible 
to present a coherent generic and operational theory as to entry mode problematic. Instead increas-
ing interest has been devoted to establishing simple and realistic frame works of theory, cf. 
Dunning’s “eclectic theory”. His original version on the eclectic paradigm on especially multina-
tional enterprises’ (MNE) direct foreign investments as a mode of operation – integrates a long se-
ries of fields of theory. John Dunning identifies three conditions, which must all be met for an enter-
prise to choose to invest abroad. The first condition is for the enterprise to command one or more 
core competences, i.e. be leading within one or more fields. Many MNEs have accumulated experi-
ence in coordination of units which are located – physically – in different places. Such advantages 
apply to certain enterprises (Ownership advantages). The second condition for foreign investments 
are location advantages in the country in question, and this type of advantage must be defined 
broadly in relation to the country in question and, e.g. be to avoid certain prohibitive matters. Loca-
tion advantages may be with marketing in the form of attractive segments in the recipient country, or 
the recipient country may be rich in a production factor, which is essential to the activities of the 
enterprise (Location advantages). Finally Dunning mentions the Internalization advantages. It must 
be profitable to an enterprise to maintain the activity internally, rather than to let other enterprises 
cover this activity against payment. 
 
Hill, Hwang, Kim (1990) elaborates on Dunning’s version of the eclectic theory by identifying strate-
gic variables (need to control), environment variables (resource obligation), and transaction vari-
ables (level of risk) as the pivotal group of variables, which influence the choice of entry mode. 
 
Dunning’s eclectic approach represent an improvement of transaction cost theory by including loca-
tion factors and specific factors with the enterprise, such as transaction cost variables (Andersen 
1997, Tse et al.(1997). These researchers emphasize the fact that the eclectic paradigm improves the 
option of best choice of entry mode, since it focuses on a broader selection of costs/risks considera-
tions than is the case with other models. 
 
Brouthers, Brouthers & Werner (1996) carried out empiric surveys (a.o. within the soft ware business), 
which supports Dunnings approach: the specific enterprise and location advantages lead to a choice 
of more integrated modes of entry – this is also supported by Tse, Pan & Au (1997). Choice of entry 
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mode is a trade-off between degree of ownership and risks (Woodcock et al. 1994), but also carries 
implication towards the performance of an enterprise. Brouthers, Brouthers & Werner (1999) further-
more offered empiric support of Dunning’s approach as both a descriptive and normative model. On 
the other hand evidence suggests that OLI-advantages do not always produce superior enterprise 
performance (Robins et al., 2002). 
 
Andersen (1997) suggests expansion of the eclectic frame work to include elements of the theory on 
transaction costs and the resource based theory. Dunning (2000, p. 184), suggests that ”an add-on 
dynamic component to the eclectic paradigm and an extension to its constituent parts to embrace 
both asset augmenting and alliance related cross-border ventures can do much to uphold its position 
as the dominant analytical framework for examining the determinants of international production”. 
 
Dunning’s eclectic approach was not meant to present another contribution towards theory within 
the field of entry mode (Mudambi 2004), but only to offer a more general analytic frame work for 
empirical surveys on multinational enterprises and their activities. This analytic frame work also 
serves as a useful “mode” to include the paradigm into the performance of an enterprise. 
 
Dunning attempted (1988) to introduce a ‘new’ version of his approach to include the criticism of 
his ”Theory of International Production”. He named this new edition ”Endowment/Market Failure 
Paradigm of International Production”, and improved the original version through four amendments: 
(1) Specific OLI-parameters which will influence any enterprise’s decision making will also vary 
according to underlying motives, (2) From a macro economic perspective the OLI concept primarily 
relates to variables that relate to specific countries, however, resource advantages are expected to 
vary in accordance with ”factor endowments” from the countries of origin, (3) structural variables in 
the decision making process surrounding international activities as defined at micro levels. Dunning 
emphasizes that further conditions are necessary to generalize within this field covering behaviour 
related variables: enterprises must have same targets, and management of such enterprises must re-
spond to economic options and threats in a rational and consistent way, (4) the frame work of terms 
must be expanded with a view to the fields of application of the paradigm – not the paradigm per se. 
 
Above expansions/adjustments imply that the eclectic paradigm gets closer to meeting demands of 
an integral from. However, literature lists a series of objections towards this assumption, cf. among 
others Macharzina & Engelhard (1991, p. 27), who sums up their criticism as follows: (1)”The subject 
of explanation is not stated precisely”. This point of criticism concerns the static aggregate prob-
lem, as it amounts to a problem of terms to mix variables at different explanatory levels without de-
fining intervening mechanisms, (2) ”There is a complete lack of operationalizing the classes of 
structural and contextual variables”. According to this point of criticism it is merely an arbitrary 
selection of variables of no empiric documentation as to whether they are important or not with in-
ternational activities, (3) ”There is a strong bias towards a strictly rational homo oeconomicus-
oriented model of strategy-making behaviour” (Dunning’s structural variables), (4) ”There is an 
obvious problem of causality”. 
According to this point of criticism the eclectic paradigm remains an abstract analytic frame work 
striving to achieve “status of theory” (Buckley, 1988). 
 
There are no simple theories or explanations to the question of why an enterprise chooses to invest 
abroad. However, there appears to be a distinction between horizontal strategy and vertical strategy. 
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However, literature offers no common ground as to how much is required before an enterprise may 
assume the term of “multinational”. 
 
 
 
 
 

(C): The resource-based theory 
 
The resource-based perspective stems from Penrose’ theory (1959) on the growth of enterprises. 
Edith Penrose regarded an enterprise an administrative unit in possession of a series of resources, 
which may be used in various ways both in its own right and together with other resources – de-
pending on a broad definition of its knowledge base. 
 
Penrose’ thoughts did not receive – apart from Rubin (1973) – much scientific attention before the 
early 1980s. Subsequent attention towards the resource based perspective is especially based on be-
low literary contributions: Wernerfelt 1984, Conner 1991, Tallman 1991, Barney 1991 & 1992, Lado 1992, 
Chatterjee & Wernerfelt 1991, Mongomery & Hariharan 1991,  Mahoney & Pandian 1992, Hall 1993, Peteraf 
1993, Black & Boal 1994, Collis 1994, Collis & Mongomery 1995, Hunt & Morgan 1995,  Robins & 
Wiersema 1995, Lieberman & Mongomery 1998, Madhok 1997, Capron & Hulland 1999,  Rangone 1999, 
Sharma 1999, Jolly 2000, Fahy 2002, Ekeledo & Sivakumar 2004. 
 
The basis of the resource based perspective is not the field of business, but the competences of the 
enterprise. The enterprise must evaluate its resources and competences – and on this background 
decide upon the fields of business which may be approached most successfully. Access to and con-
trol of an enterprise’s resource base is thus the basis of the resource based perspective. 
 
The resource-based theory commands excellent explanatory capabilities in relation to entry mode 
strategy, as it mentions not only the cost efficiency, but also the specific enterprise resources as im-
portant issues surrounding the development of foreign entry mode strategies. Madhok (1997), claims 
that a framework of analysis based on organisational capabilities, which is a key to the resource 
based theory, offers a fine explanation of entry mode strategies. 
 
Hamel & Prohalad (1990) use the term”core competencies” to describe these pivotal and 
strategical ”capabilities”. Foss & Eriksen (1994) describe the difference between these two key terms 
as follows:”resources are always tradeable, while capabilities are non-tradeable”. Wernerfelt (1984) 
states that resources may be both tangible and intangible, whereas capabilities are solely intangible. 
 
Possession of certain resource may render it possible for a given enterprise to swiftly enter a se-
lected market. In this connection a thorough analysis must be carried out prior to a possible entry on 
a foreign market – together with an estimate of an enterprise’s resource flaws. 
The possibilities of applying one’s resources successfully rest on a thorough examination of the se-
quence, where resources are usually built-up and spread to new (Wernerfelt 1984). 
Deo Sharma (1999, p. 12) in relation to the above mentions:” The greater the difference between the do-
mestic and the foreign markets, the more difficult, time-consuming and resource-consuming the transfer of 
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non-tangible resources will be. A firm’s resources are thus both of support and a source of constraint upon 
the future course of the firm’s internationalisation process”. 
 
Mongomery & Haritharan (1991) point out that enterprises with a broad resource base display a 
tendency to diversify. As a consequence enterprises opt to enter markets, where resource demands – 
especially non-tangible resources match their resource capacities (Sharma, 1999).  
 
The resource- based theory considers specific enterprise resources assets and capabilities the driving 
forces behind the business strategy of an enterprise. Consequently the theory considers the enter-
prise the source of competitive edges (Capron & Hulland 1999). 
 
Robert Grant (1991) has developed a platform concerning considerations, analyses, and decisions on 
entry on a given foreign market, which may be transferred – in total or in part – to the field of entry 
mode. Teece et al. (1997) have collected these ideas into a concrete ”plan of action”, which the indi-
vidual enterprise may draw upon as basis. At the same time Teece et al. (1997) put the resource-based 
perspective – both with vertical integration and diversification – into a new strategic perspective. 
 
A basic prerequisite of the resource-based theory is that possession of certain combinations of com-
petences and resources offers an enterprise the possibility of executing certain functions more effec-
tively and better than the competitors (Barney 1991). Consequently all enterprises are different, as 
they possess unique competences and resources. The comparative advantages are thus with the re-
sources assets and capabilities available to an enterprise (Barney 1991, Peteraf 1993, Teece et al. 1997). 
As to how specific enterprise characteristics influence decisions on entry timing has increasingly 
been the focus of researchers. Order-of-entry-strategy refers to the sequences and timing of intro-
duction of brands on new markets (Schoenecker & Cooper 1998). 
 
A series of theoretical prerequisites form the basis of the resource- based theory. The idea of perma-
nent competitive advantages is a result of (a) resource heterogeneity, (b) ex post limits to competi-
tion,  
(c) imperfect resource mobility, (d) ex ante limits to competition (Peteraf 1993). 
All of these four prerequisites – which are interrelated – must be met, if an enterprise is to achieve 
above-normal returns (Wernerfelt 1984, Barney 1986); to enable permanent above-normal-returns are 
due to resource barriers (Wernerfelt 1984), as such profits must be contributed to the philosophy of 
costly-to-copy – and not a monopoly market situation. 
 
Frequent criticism of the resource based perspective is the narrow emphasis on internal enterprise 
development; cooperation between enterprises and importance of external relations are only consid-
ered to a limited extent. The resource based theory thus requires that full ownership of an enterprise 
is the best mode of operation, until proven (Hamel 1991). This prerequisite is in open conflict with 
e.g. the theory on transaction costs, which also considers contractual modes of operation. To con-
sider the possibility the control options of an enterprise should rest entirely on the size of block of 
shares is not considered a logical consequence. It will be possible to an enterprise to exercise con-
trol, which does not reflect the block of shares, but must be considered a consequence of possession 
of key competences. 
 
A prevailing feature of the literature on resource- based perspective is the focus on the importance 
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of specific enterprise assets, whereas only little interest is devoted to avoiding opportunist behav-
iour. This may be explained from the fact that resource based literature displays a tendency to con-
sider an enterprise the producer of unique productive values, rather than an enterprise which is lim-
ited by opportunism (Corner 1991, p. 139). 
 
(Fahy 2002) mentions that there may not exist a casual coherence between choice of resources and 
performances. However, it must be anticipated that resources considered important to decision mak-
ers, are also the ones developed/being developed in a given market. However, it is accepted that this 
is always the case because of structural inertia and dependence on the path chosen, which may pose 
an obstacle to certain developments of resources.  
 
As to validity of the resource- based theory this depends in particular on a series of operational 
measures. “Specific enterprise resources” is an ambiguous term and consequently this will produce a 
series of problems with operations. In particular it is a problem to estimate to which extent outcomes 
may be applied with the used of enterprise resources – as a representative of underlying (Corner 
1991). 
Hierarchies of resources exist within an enterprise – right from individual capabilities to more 
aggregate levels. This will result in aggregate problems, and, consequently operational difficulties. 
A more precise estimate of the value of a resource is also difficult because of lack of knowledge of 
the potential productivity of each individual resource (Grant 1991).   
 
Explicit attention must devoted to the understanding of the resource levels, which exist within an 
enterprise, and the possible contributions from each of these to prevent the resource-based theory 
form becoming a tautology: at these levels all things – in an enterprise – becomes a resource, which 
makes the term resource lose its explanatory value (Corner 1991).  
 
The resource- based theory thus “offers” a number of tools and angles of approach, which an enter-
prise may include into the decision making process. Markus Alexander (1992), however, points out 
that far too many enterprises suffer from ”strategic fatigue” – i.e. lose momentum, before they final-
ize the inside-and-out analysis. 
It will appear – in general – that the resource-based theory is compatible to, but also more general 
than other economic theories within the subject field area. 
 

7.  Selected process approaches 
 
The second main category on entry mode problematic is named the process perspective (”interna-
tionalization approaches”). The main emphasis is primarily with behavioural factors as the driving 
force behind the process of internationalisation, where each measure is regarded as an integral part 
of an overall process. The entry mode is considered a part hereof (Johanson, Wiedersheim-Paul 1975), 
(Johanson, Vahlne 1990), (Buckley, Ghauri 1993). 
 
However, no uniform research tradition exists, since a series of paradigms offer individual perspec-
tives of the internationalisation process. Internationalisation is regarded as a sequence of separate 
phases over a relatively long time span. Below are a list of various literary contributions: 
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(A): Stage models 
 
While a broad selection of approaches exist – as to an explanation of why entry mode forms change, 
the stage model have dominated the study of entry mode patterns. The stage concept has been ap-
plied with many aspects of international activities: selection of markets, market operation modes, 
export profiles, organisational structures, problems and symptoms of the transitional stages, strategy 
etc. Regardless of the chosen stage model or the fields to be internationalised – they operate under 
the same basic philosophy. Each stage offers an increasing degree of obligation to the enterprise in 
question. 
 
Vernon (1966) was one of the first to offer – in a coherent presentation – development of the interna-
tional product life cycle theory of international trade and investment. Compared to other contribu-
tions on the extent of the international trade and allocation – this theory attempts to establish a 
bridge between micro and macro based factors. The theory is dynamic, since it tries to incorporate 
the life cycle of a product into an international trade- and investment mode. It is assumed that – over 
time – the product will go through a series of stages, where changes take place in the comparative 
advantages of an enterprise in an a priori direction. Though this theory may apply to analyse general 
problem fields concerning international trade, its explanatory value is limited, since it only contrib-
utes in part towards an explanation of export behaviour with individual business units. 
The international stage models have hitherto played a prominent role within the international busi-
ness economics. They describe the internationalisation process as a gradual development divided 
into separate stages over a relatively long time span. A number of prerequisites apply to the stage 
models, and they may be summed up as follows: (Hooley, Loveridge, Wilson, 1998): (1) enterprises 
that values market development on the domestic market higher than exports, (2) reluctance to com-
mence exporting, (3) initial exports to ”psychologically” immediatre/nearby markets, (4) interna-
tionalisation is considered a logical, linear and sequential process. 
 
Johanson & Vahlne (1977) attempt to establish a system for the international development of various 
internationalisation stages by using the mode of operation as a criterion. It must be noticed that  
Johanson & Vahlne (1977, 1990) do not include cooperation modes with entry modes into their estab-
lishment chain. Bases on historic analyses of the international experience of four major Swedish 
companies – they reached the conclusion that internationalisation usually goes through four stages: 
(1) no permanent exports, (2) exports through an agent, (3) exports through foreign sales companies, 
(4) establishment of foreign manufacturing companies. Khan (1978) agrees, but expands the split up 
into stages to also include the enterprises’ choice of geographic market. Bilkey & Tesar (1977) use 
more criterions, such as export experience, export turn-over, choice of markets etc and reaches a 
total of six stages. Based on an empiric cross-section analysis this split-up proves to statistically 
significant. 
 
In Scandinavia focus lies with the learning perspective (the Uppsala-model), where inherent driving 
forces of an enterprise are the subject of explanations. The internationalisation process materialize in 
the shape of small successive steps as a progressing process of experience and learning (Björkman, 
Forsgren, 1997). The argument of the learning perspective is that the pattern of internationalisation  
materialize in three dimensions: market development (the geographical dimension), product 
development (standardisation vs. adjustment), and the market operation mode (commitment and 
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investment in the distribution system). The Uppsala model thus offers an overall explanation to  
development of the international competences of an enterprise – and implicitly indicates a learning 
stage, which allows the enterprise possibilities to opt for a specific sales mode. 
 
Johanson & Vahlne (1990) notice that stages of the internationalisation process are disregarded, when 
(a) the enterprise command many resources and may cover major steps/stages in the internationali-
sation process, (b) markets prove stabile and homogeneous, and market information is available in 
other ways than through experience, (c) the enterprise may generalize its experience and transfer it 
to other markets. 
 
Leonidou & Katsikeas (1996) developed a more thorough survey of a series of international develop-
ment stage models with particular focus with empiric elements. He conducted an interesting and 
critical analysis of a total of eleven models, ranging from Johanson & Wiedersheim-Paul’s Uppsala-
model (1975) and ending with Crick’s model (1995), with particular emphasis on structural, methodo-
logical and conceptual aspects. Among the conclusions reached by Leonodou & Katsikeas is the no-
tion that the development stage models may be divided into three broad stages: Pre-engagement, 
initial, and advanced. Stage models may thus serve as assistance measures to management to help 
identify and understand which forces and processes influence development and change. However, it 
appears (ibid, 1996, p. 542) that existing stage models only produce partial and sometimes even 
misguiding explanations towards the development process. 
 
Fletcher (2001) structured approach fields, contained in the main category as follows: 
(a) The ’stages’ approach (Bilkey, Tesar 1977), (Cavusgil 1980). (Cateora 1990) 
(b) The ‘learning’ approach (Root 1987), (Chu & Anderson 1992), (Strandskov 1995), (Johanson,    
                                                Vahlne 1977, 1993), (Luo & 0’Connor 1998) 
(c) The ‘contingency’ approach (Okoroafo 1990, (0’Farrell, Wood, 1994),  
             (Woodcock, Beamish, Makino, 1994), (Kumar, Subramaniam, 1997), (Ekeledo, Sivakumar, 1998)                           
(d) The ‘network’ approach (Håkansson, 1982), Johanson, Mattsson, 1984, 1988), (Easton 1992) 
 
In accordance with this categorization the entry mode may be described – as a term – as continuing 
and increasing stages of commitment in relation to resource levels, obligations, and levels of risk, 
control and profits. 
 
Because of the major changes in recent years in the environment of international enterprises, such 
approaches have been met with criticism. Bell (1995) states that they do not reflect how enterprises 
responds to such changes in terms and frame work. Fletcher (2001) suggests a new and more holistic 
approach, which considers following explanatory factors: (a) ”firm scan also become international-
ised by inward-driven activities”, (b) ”outward internationalisation can lead to inward internationali-
sation and vice versa”, (c) ”internationalisation often requires more complex forms of international 
behaviour in which there is a linking of both inward and outward international activities”, (d) “inter-
nationalisation should be viewed as a global activity rather than as an activity with respect to a 
firm’s involvement in a specific overseas country”. 
 

(B): The Contingency Approach 
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The ’contingency’ view is a via medium between the situation-specific and universal views (Ekeledo 
& Sivakumar, 1998). International evolution is contingent upon a wide range of market-specific and 
firm-specific characteristics and no universal set of strategic choices is optimal for all organizations 
and circumstances. 
 
Therefore contingency theory necessitates variables classifying competitive settings. PESTLE-
factors (Political, Economic, Socio-cultural, Technological, Legal & Environmental) are usually 
classified as contingency variables, because the individual enterprise have little or no control over 
such variables. The concept “contingency” is later on been given a broader meaning to cover all the 
factors responsible for strategy choices (product differentiability, asset mix, cost-effectiveness etc.), 
Hambrick & Lei (1985). 
 
The existing literature in the area of entry is based on the assumption that the manager is a rational, 
optimizing decision maker because of its roots in the economics approaches. 
Kumar & Subramaniam (1997) have developed ‘A Contingency Framework for the Mode of Entry 
Decision’, which accommodates alternative decision strategies. They contrasted two decision strate-
gies: (a) the single stage model consistent the Rational-Analytic Strategy and (b) an hierarchical 
model consistent the Cybernetic Strategy and it appears that each decision strategy has its own mer-
its and disadvantages. But it also appears that “managers also tend to use a combination of strate-
gies for dealing with complex, ill-defined decisions. They use some form of heuristics to reduce a 
complicated decision problem and then use formal, objective models to make a decision” (ibid, p. 
70). 
 
 
Points of criticism: 
 
Though the stage models is prominent in literature some criticism has been voiced (Gannon, 1993), 
(Andersen, 1993, 1997), (Calof & Beamish, 1995), (Strandskov, 1995), (Leonidou & Katsikeas, 1996), 
(Vernon-Wortzel & Wortzel, 1997), (Ibeth, 2000), (Whitelock, 2002), (Lotayif, 2003): 
 
International enterprises may not necessarily internationalize in accordance with development theo-
ries. A further methodological problem is that ”stages approach” does not explain the dynamics of 
the development from one stage to another, which may be due to lack of precise definitions of the 
individual stages; most researchers have not devoted much attention to the specific development 
between the stages. On the contrary: it is customary to classify enterprises as to stages and then 
compare the characteristics of an enterprise with each individual stage through correlation analyses.  
Consequently, it will be difficult to decide what makes an enterprise move towards a new phase or 
to comprehend, why enterprises opted for the following development stage – or to learn manage-
ment’s reasoning and decision for such a choice. However, it must be mentioned that comparisons – 
by identifying the important strategic characteristics of the development stages - may be useful as to 
the understanding of enterprise characteristics in connection with certain phases. The option of by-
passing stages because of the sequential order is also rejected. The theories have also come under 
attack for presenting processes of great complexity in a too simplistic way. 
 
As to specific criticism in relation to the Uppsala model this may be summed up in the following 
way: 
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The Uppsala model be been criticized for only being descriptive by focusing on how enterprises  
actually develop – and not offering normative suggestions. 
Johanson & Vahlne (1977, 1990) have not included cooperation modes into entry modes of their  
establishment chain. In the light of the frequent use of such modes within international activities, 
this constitutes an obvious weakness of the options of applying this theory. 
A further flaw is that the Uppsala model does not explicitly mention the effect of competition of 
international commitments (confirmed by Johanson & Vahlne, 1990). Enterprises that expand interna-
tional activities must expect respond from local competitors or a global market leader. It is also 
mentioned that the used of just one explanatory variable (accumulated experience) cannot suffice to 
explain the choice of operation mode of an enterprise. The model has come under attack for being 
deterministic, i.e. the process of internationalisation may only envelop in one specific way. The 
model is further criticized for being valid only for enterprises in the initial stages of the internation-
alisation process. The model only apply to manufacturing enterprises – not to service enterprises or 
high technology enterprises. Market conditions are not considered sufficiently by the model. The 
distance does not have the same explanatory value, because of development of recent years which 
entails a certain removal of international borders and more homogeneous consumer needs and 
preferences. We see some”leapfrogging” – geographically and with commitment. 
 
Consequently the Uppsala model must be expected to decline in importance in future. Certain ele-
ments of the stage theory, however, are still of interest – both as terms and as theory, cf. following 
pages.  
 

(C): Network Approach 
 
As will appear from the previous presentation of stage models, they are particularly useful when 
trying to understand previous internationalisation stages. On the other hand the experience based 
stage models will be less useful, when an enterprise has reached the level of take-off, since such 
traditional stage models implicitly anticipates that different markets are independent of each other. 
The strategic options and limitations of an enterprise in international markets, however, rest upon 
whether such markets are actually interdependent and connected, and the analysis level of the com-
petition: locally, regionally and globally (Strandskov, 1995). 
 
The reason why cooperation between enterprises throughout many years had only been surveyed 
sporadically vis-á -vis the economic theory, this is because the classical economic assumption dic-
tates that the only logical form of cooperation between competing enterprises may only be towards 
limiting competition. This concept, however, has undergone some changes, since today cooperation 
may very well be development of competition. 
 
The network perspective is in many ways interesting in the present context. It offers a perspective of 
the internationalisation process a one which is dynamic and irreversible, and which may take place 
through cooperation and competition between enterprises. This may lead to consequences in connec-
tion with entry mode strategy and sourcing. 
 
The network approach is a broad field, which contains many aspects. In the field of marketing inter-
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est lies in particular with development of long-term relations, which result in mutual dependence 
between enterprises. This dyade between buyer and seller is interesting, however, it only covers a 
limited field of focus, since the network theory rests upon a network of many operators, who all con-
tributes to the functioning of a given market. The dyadic relations must been viewed in a major con-
text of market activities through analysis and understanding of the force that come into play. 
 
The IMP Group has developed the interaction model (Håkansson, 1982), explains the interaction of 
the individual dyade, and from this model it is possible to explain and understand the ideas behind 
network theory. The IMP Group emphasizes that the relative strength depends on the atmosphere in 
which the relation was built up – and notices that in particular market structures, market dynamics, 
internationalisation, position in manufacturing chain, and the social system are important to the de-
velopment of the individual dyade. 
 
G. Easton (Ford 1997, pp. 102-127) in his article -”Industrial Network: A Review”- chose to base 
his assumptions on four metaphors to best describe the industrial network: 
(1 ”Network as Relationships”, (2) ”Network as Structures”, (3) “Network as Positions”, (4) “Net-
work as Process”. Håkansson & Snehota (Ford 1997, pp. 151-175) in “Analysing Business Relation-
ships” added further to these ideas: “Business Relationships” mainly come about as a result of 
mutual commitment and dependence between two enterprises and exist through different variables, 
including substance and the functioning of the relation between enterprises. Håkansson & Snehota 
(Ford 1997, pp. 171-172) draws up a useful analysis scheme, which may serve to evaluate the critical 
factors – including mutual and individual dependence – for a given enterprise to enter a potential 
business network. 
  
Network may be described through many dimensions, depending on the actual goals of the analysis. 
Limitations may be with geographical fields, products, technologies etc. To the internationally ori-
ented enterprise location and positions are crucial to its competitiveness. Johanson & Mattson (1984) 
have  
developed the well know matrix of four alternative strategic situations/possibilities, which may face 
an internationally oriented enterprise: ”the early starter”,”the late starter”,”the lonely interna-
tional”,”the international among others”:  
In accordance with the network approach a foreign market entry mode may best be defined through 
the process of internationalization through which enterprises penetrate foreign markets over long 
stretches of time, and not only the specific characteristic of the actual entry mode decision and mode 
of operation (Axelsson & Johanson, 1992). If the entry mode is considered in this way, this requires 
close interaction between the process and the possibilities of the internationalization process on the 
one hand, and the enterprise position within the network on the other hand. As to the networks 
Axelsson & Johanson focus on three fields: Orientation, positioning & timing. 
 
The advantage of defining markets as networks is with focus on establishment of contacts and a con-
tinuing build-up of such networks. The most important task is to establish the enterprise within the 
already existing network. Access to part of the network on the market, which the enterprise wishes 
to penetrate may allow access to the entire market (J. Johanson & L.G. Mattsson, 1988). For this to 
happen the penetrating enterprise must have something to offer the market: resources, activities or 
knowledge. Consequently is becomes essential to estimate own strengths and find operators, who 
may be interested in access to such strengths/competences. 
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Prerequisites 
 
On the face of it the network perspective offers a series of interesting and relevant considerations in 
relation to the entry mode problematic. 
Among the prerequisites of the network perspective are the dependence of the individual enterprise 
of resources controlled by other enterprises (conf. the theory on dependence of resources). Enter-
prises may achieve access to such external resources by entering a network and establish a network 
position within this network.  
A prerequisite of the network theory is heterogeneous purchase- and sales markets of the enterprises, 
which may led to different offers from buyers and sellers, respectively. A distribution of work may 
result, and this in turn is precisely the source of dependence (logical consequence). Another 
essential prerequisite is the exchange of resources between independent business units, which 
requires specific interrelated investments (the resources controlled by each enterprise are heteroge-
neous) 
”Markets” are considered a network of connections – like a system of dependencies between the 
activities of the enterprises – made up by both competition and cooperation. A series of different ties 
exist between the various operators (technical, social, administrative, legal and financial), and the 
network build-up is decisive to the influence and position of the enterprises. 
 
Limitations 
 
The network analysis is of descriptive nature, since it does not contain explanations as to how the 
network position is established and developed over time – including consideration of the 
factors/relations which influence location and positions – and changes thereof. 
 
Much of the theory within the field of network is based upon the assumption that networks exist – de 
facto – in the different markets. The actual truth value is low, since network cannot be considered to 
exist in every market. On the other hand the extent of networks may vary from one market to an-
other, which is why networks may vary in size and importance. 
The network perspective also offers a series of aggregate problems, which spells a lack of definition 
of several relevant interactions of functions within the network. 
”The network position” is a relative term (Håkansson & Snehota, Ford 1997, pp. 144-146), since the 
position of the organisations within the network differ. Furthermore the performance of the 
organizations is evaluated against a back drop of previous experience and present expectations.  
Consequently the positions constantly develop and is not defined through the amount of resources. It 
only exists in so far as it is considered and recognized by others. 
 
Demarcation of a ”network” is a difficult and most complicated process in practice (substantial 
problem). The choice of ”operator level” is also a problem, since networks may be analysed at  
different levels (individuals within social networks vs. the industrial network of the individual en-
terprise). 
 
The network perspective does not comprise specific analyses or assumption on the distribution of 
power and resources, which renders it difficult in a network relation to estimate investments as 
to ”whom” and by what means. 
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The perspective has also come under attack for its simplistic approach to reality, and other elements 
from practice must also be considered. Several pivotal fields/matters are thus left to the subjective 
ability of the individual analyst to suggest estimates and explanations. 
 
The network perspective consequently cover a real truth-scientific problematic to penetrating 
enterprises. There will thus be a previous phase, where the network perspective does not apply, and 
where enterprises may therefore try to establish relations. This phase will – in time – allow the  
enterprises to establish itself within the business system or, if rejected, the market will re-establish 
its equilibrium. In particular it will be an essential task for new enterprises to off-set the equilibrium 
of the established network – and then establish a new balance around itself. 
 
The network perspective thus contains some limitations in the real world; among others lack of ar-
guments as to the opportunism, which will invariably arise when enterprises – without a network – 
attempts to penetrate a market. Some horizontal opportunism must be expected within a business  
system, as long as more companies will attempt to cover the needs of buyers. 
 
A market cannot be fully institutionalised to the extent that it will be impossible for new intruders to 
penetrate. On the other hand it is fair to assume that in practice there will exist relations which will 
be very hard to overcome (e.g. supplier contracts, joint ventures etc.) 
Consequently it is a considerable flaw of the network perspective that opportunism is not put into 
perspective. On the other hand the holistic school of though is applied, and this holistic approach 
proves that relation are found at both micro- and macro levels, which are of significant importance 
to survival of the individual enterprise 
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8. Comparison of selected fields of theory 
 
Aspects 

evaluated: 
Transaction 

cost approach 
 

Eclectic 
framework 

 

Resource-
based theory 

 

Process approach 
 

Contingency 
approach/ 
cybernetics 

Networks 
approach 

Theoretical 
basis:  

Conventional 
micro economic 
theory (transaction 
cost  theory) 
 

Transaction cost 
theory, 
international 
trade theory, 
resource- based 
theory. 

Resource based 
theory 

Behavioural decision 
making theory 
the resource- based 
theory. 

The ’satisficing’ 
model.  

Organization 
sociology 

Level of analy-
sis and unit 

Transaction and 
related costs 
 

Enterprise focus Enterprise focus Enterprise focus The decision maker Organizational 
and business 
based relations. 
 

Essential fields 
of focus 
 
 
 
 
 
 

- Avoidance of 
opportunism and on 
efficient regulatory 
structures 
 
-Economic activities 
may be executed via 
markets or 
hierarchies. 
 
-Reduction of activ-
ity risk through 
increased control of 
environment or 
through verti-
cal/horizontal inte-
gration. 
 
 
 
 

-Examination 
multinational 
enterprises and 
their activities. 
 
-What conditions 
must be met – in 
particular with 
direct foreign 
investments of 
multinational 
enterprises.  
. 
 

- Internal focus 
with resources  
and capabilities. 
- Stretch- 
paradigm 
-Enterprise 
specific 
resources 
are the key to 
differentiation. 
- The organisa-
tion is a unique 
selection of 
activities, which 
will not work in 
the same effi-
cient way in an 
alternative 
environment. 

- Behavioural factors as 
driving force of the 
internationalisation 
process. 
 
- The internationaliza-
tion process as a ”seek-
and-learn”-process 
with choice of modes of 
operation, and the like. 

Entry decisions 
under constrained 
situations 

- The network 
setup is essential 
to influence, 
positioning and 
increase in value. 
 
- Permanent 
competitive ad-
vantages through  
synergy and 
complementary 
matters. 
 
- Orientation, 
positioning, timing 
 

Criterion for 
decision mak-
ing 

- Choice of entry 
mode is considered 
an individual trans-
action, which 
includes trade-offs 
between control 
and resource com-
mitment. 
 
- Reduction of trans-
action costs 

- Trade-offs be-
tween ownership 
share and risks. 
 
- It  must be profit-
able to maintain a 
given activity within 
the company. 

- Trade-offs 
between value 
and cost. 
 
-Cost efficiency 
and organisa-
tional capabili-
ties with choice 
of entry mode. 
 
 
 
 
 
 
 
 
 

- The entry mode deci-
sion is a time-dependent 
process. 
 
- Experiential knowl-
edge or experience is 
essential for the choice 
of entry mode. 
 
- Trade-offs between 
 growth and risk 

-Managers use a 
hierarchical proc-
ess during the 
mode of entry 
decision. 
 
-The problem and 
the environment  
are decomposed 
into stable 
subsystems. 
 
-Simplify the 
decision task using 
some heuristic  
-Only a small set of 
critical variables 
are considered for 
decision making. 

- Trade-offs 
between maximum 
of power and 
influence positions 
within the network 
and minimization 
of dependence. 

Theoretical 
contributions 
in relation to 
the entry mode 
problematic 

- Organisation of 
international activi-
ties and choice of 
entry mode. 
 
- High transaction 
costs should – all 
things being equal – 

- Improves the 
possibility of best 
choice of entry 
mode through focus 
on broad selection 
of costs/risk esti-
mates. 
 

- Link between 
the theories and 
the timing of 
order-of-entry. 
 
- Resources may 
be used indi-
vidually and 

Internationalization 
process as gradual 
development of separate 
phases over a long 
period of time. 
Internationalization 
process as an ever 
developing experience 

-Alternative deci-
sion making para-
digms have been 
proposed to over-
come the limita-
tions of the ra-
tional analytical 
process. 

- Mapping up-
stream and down-
stream relations  
 
- Estimate own 
strengths and find 
operators who 
wish to have 
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lead to internation-
alization of the 
export field. 
 
- Further the possi-
bilities to use 
economies of scale 
and joint economic 
advantages. 
 
- Allow decision on 
transition from 
export consultants to 
internal sales- and 
manufacture de-
partments. 
 
- Apply to establish-
ment of best possible 
distribution of the 
individual elements 
of the business basis. 
 

-Offers a useful 
”frame of refer-
ence” to connect 
the paradigm to the 
performance of an 
enterprise.  
 
- Specific enterprise 
and local advan-
tages lead to choice 
of  far more inte-
grated entry modes. 
 

through an 
interplay with 
others. 
 
- The theory 
considers assets 
and capabilities 
as the driving 
force behind the 
business strat-
egy of an enter-
prise. 
 
- Enterprises 
with a broad 
resource basis 
tend to diversify. 
- Enterprises 
chose entry 
modes with 
markets where 
the resource 
demands match 
the resource 
capacities 
(especially 
’non-tangible 
resources’). 

and learning process. 
 
- Broad perspective and 
explanation to – in 
particular – the initial 
phases of the process. 
 

 
- A natural hierar-
chy exists among 
the various modes 
of entry 
 
-Market selection 
and mode of entry  
are an inter- 
dependent decision 
 

access to such 
competences. 
 
- Focus on the 
networks, the 
individual links of 
the chain of values 
 
 – both horizontal 
and vertical. 
 
- Network at home 
as starting point of 
the internationali-
zation of the 
enterprise. 
 

 

 

9. Conclusions & research implications 
 
The entry mode problematic has been subject to much consideration in specialist literature, however, 
not on the basis of an actual coherent and targeted theory. 
 
A survey of the comprehensive literature on entry mode problematic reveals that research is still 
highly fragmented, both with terminology, identification of problem fields, method and coherent 
theory. As will appear focus is with two main ways of approach: (A): The economic perspective, 
and (B): The process perspective. Though considerable progress has been made within both these 
main approaches, considerable flaws and weaknesses exist – both with terms and of methodological 
nature. They remain separate within any qualified attempts to establish a common frame of refer-
ences. 
 
On the basis of selected fields of theory, e.g. ex ante, which are presumed to contribute towards 
development of the entry mode problematic, such fields have been evaluated and compared with 
special emphasis on their prerequisites, analytic reasoning and possibilities of application; by 
comparing and developing different theoretical perspectives on entry mode problematic, the inten-
tion is to establish an improved basis for the examination of how individual theoretical perspectives  
complement or substitute each other, respectively. 
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Against a backdrop of significant changes in the global environment over the past years, both with 
markets, technology, logistics, communications and virtually it is of paramount importance to 
re-evaluate the frameworks of reference, which have dominated research so for within the field of 
entry mode problematic. Hamill (1997) calls for”a fundamental reassessment of the results of past 
research” and development of new international marketing paradigms, among others because of the 
possibilities and challenges of the internet. Similar considerations are forwarded by Bishop (1999), 
Chaffey et al. (2000) and Axinn, Matthyssens (2002). 
 
Part-conclusions: 
Economic approaches and process approaches 
  
Whereas focus with economic approaches is with how an enterprise – under given circumstances- 
chose between alternative modes of operation (”operation mode packages”), there has been little 
discussion of what constitutes an entry mode. Since the term ”mode packages” has been accepted, 
this challenges the economic approaches and process approaches both with terms and methodology. 
So far 
focus has been with the choice of individual modes  (”each entry decision is made in isolation”, Kim  
& Hwang, 1992, p. 29) – rather than with combinations of entry modes at a given point in time. 
In empirical terms a new series of questions must be answered both within modes of operation and 
between them – over time.  
 
The process models offer an alternative and significant view of internationalization compared to the 
dominating ”eclectic paradigm” by Dunning (1980, 1988). 
Such process approaches have come under criticism for use phenomenological survey methods, 
which is not explained in details, which is not very helpful when trying to establish coherence be-
tween empiric surveys and development in terms. 
 
Among the prerequisites of the Uppsala model is the assumption that knowledge and experience is 
achieved through the”seek and learn process”. Another prerequisite is that enterprises – generally – 
tend to opt for risk aversion. However, such prerequisites have been questioned – and the argument 
has been made that the explanatory variables are not sufficiently exhaustive to apply in practice. 
Since the Uppsala model is based on specific prerequisites, which are likely to change through the 
time period of internationalization in question, there is a risk that variables may turn into constants. 
The research implication of this will be to identify all factors (including identification of the relative 
dependence of each other), prerequisites and relations, which lead to different modes of develop-
ment, and to isolate the core variables, which form the basis of choice of entry mode. 
 
Both economic and process approaches are criticized for lack of dynamic; not only is the time factor  
only included to a limited extent as to explanations, but also the process from non-committal to in-
creasingly committing modes of operation are insufficiently explained. Some of these problems are 
emphasized on the grounds of the empiric survey methods, which include cross-references – as op-
posed to longitudinal surveys.  
 
On the other hand one may raise the question whether it is a realistic and/or attractive goal to try to 
achieve some form of an ”all-inclusive”-model, which covers all phases of the internationalization, 
all process variables, and the different operation modes etc. In this connection Benito & Welch 
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(Vernon-Wortzel & Wortzel, 1997, p. 350) say: 
”In addition, instead of an overall, comprehensive model a more reasonable aim could be a series of connected sub-
models covering different stages and dimensions of internationalization. Rather than limited extensions of existing mod-
els, with early testing, the greater need would appear to be a return to exploratory research as a basis for more far-
reaching conceptualizations”. 
(Whitelock, 2002) adds to this “a model incorporating the key elements of each approach may present a more real-
istic and comprehensive picture of the market entry decision”. 
 
Though this field of research dates back to economic theories on direct foreign investments and the 
internationalization theory of multinational companies, most recent trends attempt to include more 
eclectic perspectives in this field. In accordance with this tradition some researchers have questioned 
the dominating economical and rational paradigms and attempted to integrate traditional efficiency 
considerations into strategic, behavioural and other non-economic considerations. The result is that 
literature on entry mode problematic today represents a wide variety of perspectives and disciplinary 
paradigms. 
 
Though the entry mode problematic has been a pivotal issue of international business economics, it 
only in recent years that essential integrated research contributions have been developed (Sarkar & 
Cavusgil, 1996, Andersen, 1997). However, since then no essential integrated research contributions 
have been developed in this field. 
 
The literature within this field offers below conclusions: 
 
(1): That research is still much fragmentized and often devotes its attention towards non-related 
term models and considerations. 
(2): A high degree of theoretical pluralism and eclecticism exist with both theory perspectives and 
applied methods. 
(3): The theoretical perspectives contribute with different elements of explanation as to the devel-
opment of a coherent formulation of theories – with regard to particular importance and nature of 
the international problem fields. 
(4): Fundamental changes of the international environment necessitate fundamentally new consid-
erations of the terms, which have hitherto dominated this field of research. 
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10. A meta-theoretical sum up of theoretical key issues   
 

 
Type of 

scientific     
explanation 

 
Transaction 

cost 
approach 

 
 

Eclectic 
framework 

 
 

Resource- 
based theory 

 
 

Process 
approach 

 
 

 
Contingency 

approach/ 
cybernetics 

 
 

Networks 
approach 

 
 

 Assumptions 
 
 
 
 
 

               

- Operators are limited, 
rational and opportun-
ist. 
 
- Managerial efficiency. 
 
- Transfer of specific 
competition advantage 
at international level. 

- Limited rationality 
(and opportunism) 
 
- Ownership advan-
tages 
 
- Location advan-
tages 
 
- Internalization 
advantages. 
 
 
 

- Permanent 
competitive 
advantages re-
quires that the 
enterprise’s 
resources and 
capabilities are: 
 
- durable 
 
- hard to identify 
and comprehend 
 
- incomplete/ 
  transferable 
 
- hard to copy 
 
- well-defined 
ownership and 
control 
 
- managerial 
efficiency 

- Bounded 
rationality 
 
- Every measure is 
considered an 
integral part of an 
overall strategy, 
where the entry 
mode is considered 
a part of this proc-
ess. 
 
- Every phase 
entails an increas-
ing degree of 
commitment. 

-The ‘limited’ 
human brain 
‘satisfies’ rather 
than optimize 
 

- Fellow feeling 
among operators 
 
- The individual opera-
tor is dependent on 
resources controlled by 
others. 
 
- Gains access to exter-
nal resources through 
admission to a network. 
 
-Certain ties exist 
between the various 
operators  

Explanatory 
variables 

- Resource specific 
   assets 
 
- Transactions-
frequency 
 
-  Uncertainty (exter-
nally  &  internally) 
- costs 
 
   (ex ante & ex post) 
- Regulatory structures. 

 
- Strategic variables 
(control level), 
 
- external environ-
ment  variables 
(resource commit-
ments)  
 
-Transaction vari-
ables 
(risk level) 
 

 
- specific 
  enterprise 
  resources 
(assets, capabili-
ties, know-how). 

 
One explanatory 
variable: 
 Experiential 
knowledge. 

 
Managers con-
sider only a few 
critical factors at 
each level 
of the hierarchy. 
 
-PESTLE  
(macro)factors. 
 
-Characteristics 
of the decision  
maker (micro) 
(knowledge, 
ability, 
motivation)  
 
-The decision 
problem (unfa-
miliarity, ambi-
guity, complex-
ity, instability). 
 
-The decisions 
environment 
(irreversibility, 
significance,  
accountability). 
 

 
- Activities  
 
- Resources 
 
- Operators 
 
The business network is 
held together by: 
 
- Functional inter- 
dependence 
 
- Power structure 
 
- Knowledge structure 
 
- Network background. 
 

 Truths-
scientific & 
 utility-
scientific 

- A prerequisite to the 
theory is the separation 
of manufacturing costs 
and transaction costs, 

- Conflict of terms 
to mix variables at 
different explana-
tory levels within 

- Basic prerequi-
site: possession of 
certain combina-
tions of compe-

- application of just 
one explanatory 
variable will hardly 
suffice to explain 

-The variety 
inherent in the 
decision problem 
is eliminated by 

- The  theory is  
logical consistency if 
the market is identified 
by stable relations. 
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however, this is often 
not the case. 
- The variables of the 
theory are difficult to 
measure in practice. 
 
- Implicitly decision 
makers work as a group 
with homogeneous 
preferences, and conse-
quently organisation 
sociological variables 
such as power and 
influence must be 
excluded. 
 
-”Risk neutrality” may 
be taken to mean that 
risk-taking decision 
makers, may reach 
decisions which do not 
reflect upon risk aver-
sion. 
Measurement of mode 
performance may be 
based on different 
norms. 
The assumption that it 
is not possible to decide 
– ex ante – who will be 
opportunist – is over-
simplifying the matter. 
 
- It is a logical conse-
quence that enterprises 
with efficient manage-
ment mechanisms will 
prevail over their 
competitors in the long 
run. 
 
- Offers a clear frame 
of theoretical refer-
enced to estimate what 
transactions should be 
internationalised – and 
which should not. 
 
- The variables and 
mechanisms are in 
harmony as to empiric 
observation on the early 
phases of the interna-
tionalization process. 

defining the inter-
vening mechanisms 
(statistical aggregate 
problem) 
 
- Arbitrarily chosen 
variables without 
empirical documen-
tation of relative 
importance. 
 
- Causality prob-
lems. 
 
- Problems of estab-
lishing demarcation 
lines between the 
different concepts. 
 
- The theoretical 
starting point (trans-
action cost theory, 
international trade 
theory and resource 
based theory) pro-
vides complemen-
tary as well as 
overlapping expla-
nations to entry 
modes. 
 
- A detailed eclectic 
framework could be 
tautological. 
 
- Localization 
advantages do not 
directly influence 
choice of market. 
 
- The eclectic para-
digm offers a possi-
bility to develop 
new determinants to 
predict the entry 
mode. 
 

tences and re-
sources offer the 
possibility to 
execute certain 
functions more 
efficiently than 
the competitors. 
 
- Depend on sole 
ownership as 
preferred mode of 
operation. 
 
- Narrow focus on 
internal enterprise 
development. 
 
-Specific enter-
prise resources is 
an ambiguous 
term (operational 
problems) 
 
-Hierarchies of 
resources result in 
aggregate prob-
lems and conse-
quently opera-
tional problems.  
 
- Incomplete 
knowledge on 
potential produc-
tivity of each 
individual re-
source (resource 
levels) 
 
- Tautological 
risk: at certain 
levels everything 
becomes a re-
source. 
 
-The theory is 
static and does not 
indicate how a 
given resource 
may lead to 
permanent com-
petitive advan-
tages. 
 
 - The theory put 
both vertical 
integration and 
diversification 
into a new strate-
gic perspective. 
 
- A framework of 
analysis based on 
organizational 
capabilities offers 
and applicable 
explanation to 
entry mode strate-
gies. 
 

an enterprise’s 
choice of entry 
mode 
- The frameworks 
are of a stochastic 
nature (tendency  
relationships are 
postulated). 
 
- deterministic. 
 
- The empiric proof 
of variation with 
the development 
process.  
 
- The operational 
choices of core 
variables with 
empiric survey are 
not unambiguous. 
 
-Only produces 
partial and even 
misguiding expla-
nations to the 
development proc-
ess. 
 
- A series of para-
digms offer indi-
vidual perspective 
to the internation-
alization process. 
 
 

ignoring it.  
 
-The final deci-
sion is made by a 
sequential proc-
ess based on 
some heuristic. 
 
-The information 
required is 
limited (only a 
critical set of 
variables). 
 
-The hierarchical 
model of the 
mode of entry 
decisions does 
not suffer from 
the problem of 
independence of 
irrelevant  
alternatives 
-The contingency 
variables must be  
more clearly 
specified and 
operational 
defined. 
 
-What is the net 
effect of these 
factors because 
some of them are 
in conflict? 
 
-The contingency 
framework needs 
to be subjected to 
more empirical 
validation 
 

 
- The theory is based on 
the assumption that 
’networks’ exist – 
de facto- in all markets. 
The actual  truth value is 
low, since this is not 
always the case 
 
- Contains a series  of 
aggregate problems, 
which - among others – 
spells lack of identifica-
tion of several function 
interactions. 
 
- Network positioning 
is a relative term (the 
positions of the organi-
sations within the 
network vary). 
 
-Positioning develops 
continuously, and is not 
only identified by the 
amount of resources. 
 
-Limitation of a ‘net-
work’ is complicated in 
practice (problem of 
substance). 
 
-Choice of ‘operator 
level’ is a problem, 
since networks may be 
analysed at different 
levels. 
 
-Cover no assumptions 
as to distribution of 
power and resources. 
 
-Contains no explana-
tion as to how the 
network position is 
established and devel-
oped over time (loca-
tion, positions, 
changes). 
 
-Lack of argument in 
relation to the oppor- 
tunism when external 
enterprises attempt to 
enter. 
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11. Further research related implications 
 
Otto Andersen (1993) suggests a series of adjustments and developments of the internationalization 
theory: 
(1): Description of the theoretical limitations, including identification of the prerequisites, which 
limit the theory (contents, time, value) must be enhanced 
(2): Explanatory value of the models must be enhanced through tightening of the specific purposes 
of the models. 
(3): More attention to be devoted to the concurrence between the theoretical level, and the opera-
tional level. (in compliance with the demand for empiric testing). 
(4): The survey design must be adjusted and adapted to the theoretical model. 
  
Sarkar & Cavusgil (1996) suggest that the guidelines of future research are well-known: 
(1): A strong need to consider and work with more complex contexts with both economic and 
non-economic variables. 
(2): A need to examine the phenomenon surrounding disaggregate levels of analysis with both 
manufacturing and service enterprises. 
(3): Important to examine patterns with enterprises in the USA because of the cultural differences 
and the influence thereof surrounding the choice of entry mode. 
(4): Important to initiate research on more complex contexts between variables as compared to more 
simple bivariate contexts. 
 (5): Home market relations are also important to the international decisions of an enterprise, must 
consequently also be included into the surveys. 
 (6):  Partnerships also spell major implications to the entry mode; it is particularly important to ini-
tiate further research within this context, not least against a back drop of increasing number of inter-
national alliances. 
 
A series of part-problems will quite naturally be included into the above suggestions. ”The answer 
lies in further integrating these bodies of knowledge, a research direction which this review will 
hopefully trigger” (Sarkar & Cavusgil, 1996). 
 
Axinn & Matthussens (2002, pp. 442-445) notes: ”The basic premises and tenets of each theory have 
to be evaluated in the face of the new economic realities”, as previously mentioned. He presents a 
series of challenges, which these theories are exposed to because of altered international terms and 
conditions.  
 
As will appear, none of the conventional theories – in their present form – consider the altered inter-
national conditions. Axinn & Matthussens (2002, pp. 445 ff.) call for new/revised theories, which do 
not only meet this demand, but who are also able to explain and predict evolution, chain of values 
and network of enterprises. They suggest the following two solutions: 
(A): Model ”adaptation” (”upgrade” of the hitherto most prominent theories), 
(B): Model  ”innovation” (”require a renewal period of holistic and longitudinal research”). 
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(A) Considerations as to terms and methodology 
 
Present literature does not agree on framework of terms and constructions to be applied to explain a 
company’s choice of entry mode in an international market. 
 
Otto Andersen (1997) adds further to this by pointing out that future surveys on entry mode 
problematic must attempt to increase consistency between the theoretical and the operational levels, 
and to emphasize terms and variables and coherence between them. 
 
Furthermore a series of different terminology is used within the field ”Theory”, ”conceptual frame-
work”, ”paradigm”, which are not satisfactorily explained. Dunning (1988) considers  
his eclectic theory as a “over all” theory, whereas Cantwell (1988) considers it a paradigm; Itaki 
(1991) considers it a taxonomy of different determinants on direct foreign investments.  
 
0’Farrell, Moffat, Wood (1995, pp. 695-696) have summed up a series of methodological problems 
related to the entry mode problematic, and put these into a greater perspective. 
 
 

(B) Final comments 
 
The existence of universal regulations and thus an overall formation of theories has for many years 
been on the agenda within social sciences. This reflects upon an ideal, as it is a prerequisite that it 
will be possible to integrate part-theories and theoretical fragments into coherent field of theory, and 
this brings us back to the permanent discussion on integration efforts in the social sciences. 
 
In contrast to the above a series of ”middle-range” theories of lesser scientific ambitions in relation 
to explanatory ability and validity are developed. The development of ”middle-range” theories will 
be 
desirable within the present context, as entry mode problematic often base itself on loose empirical 
and theoretical basis; confer Kuhn’s term ”normal science”, and ’puzzle-solving’. 
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