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Abstract

Entry mode selection is an important and practical task for an enterprise when entering a foreign market. No method in the literature applies directly. The aim of this paper is to discuss and develop an entry mode selection model. Based on an Analytic Network Process (ANP) framework, the model is for a photoelectric lens company in Taiwan looking to invest in the Vietnamese or Thai markets. The ANP is a general theory of relative measurement used to composite-priority-ration scales from individual-ration scales that represent the differential influence of factors that interact to control determinants. Based upon the theories of Transaction Cost Economics and Institutional Approach, four determinants are significant: general transaction costs, asset specificity, internal environmental institutions, and host-country environmental institutions and the 12 indicators embedded in them. Because some portions of the data are inaccessible, hypothetical numbers supplement the actual data to illustrate the processes. The paper also illustrates how a group of judges comprised of company stakeholders can implement the ANP model for selecting entry modes. 
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Introduction
In today’s global marketplace, many firms believe it is necessary to engage in one or more entry modes, such as export, licensing, strategic alliance, joint venture, or wholly owned subsidiaries. The choice of entry mode in a foreign market can have significant and far-reaching consequences on a firm’s performance and survival (Makino & Beamish, 1998; Terpstra & Sarathy, 1994; Root, 1994; Gatignon & Anderson, 1988; Stopford & Well, 1972). The entry mode chosen affects the amount of control the firm retains over its business activities and the degree to which it succeeds in foreign markets (Erramilli & Rao, 1993). Inappropriate entry mode decisions are difficult to change when long-term contracts and large resource commitments are made. For example, an inappropriate entry mode may block opportunities and substantially limit the range of strategic options open to the firm (Alderson, 1957); it may result in substantial losses to the firm, including exit from the foreign market.

Prior explanations for choice of entry mode draw extensively from the transactions cost approach (Erramilli & Rao, 1993; Gatignon & Anderson, 1988; Anderson & Gatignon, 1986). Explanations based on transaction cost emphasize the role of control. Despite intensive research, there is still a lack of consensus on the antecedents and outcomes of entry mode choice (Datta, Herrmann & Rasheed, 1997). One conceptual limitation of the research conducted so far is that it has given little attention to sociological approaches (Lu, 2002). Adding institutional variables to transaction cost approaches and resource-based approaches enhances our understanding of international entry mode choice since they refer to conditions that undermine property rights and increase risks in exchange (Roberts & Greenwood, 1997; North, 1990). 

Entry mode choice is a complex system of interacting elements. In such an intricate network of factors, cause, effect, and the timing at which they occur cannot be identified easily. It is difficult to see these relationships and to resolve important issues like transaction-cost, resource-based, and institutional approaches to entry mode. Companies are forced to contend with more problems than they have the resources to handle. To deal with the social, economic, and political issues faced upon entry in a new market, we need to order our priorities, to agree that one objective can outweigh another in the short term, and to make tradeoffs to serve the greatest common interest. 
This research proposes a framework for entry mode choice to assist the group of shareholders, subordinates, peers, and superiors of a multinational enterprise (MNE) to have a consensus choice of one or more entry modes. The group decision framework comprises 11 possible stages. Analytical Network Process (ANP) is the major technique employed in the framework. We propose to employ ANP for entry mode choice since brainstorming and sharing ideas and insights often leads to better representation and understanding of the issues than would be possible for a single decision maker.  

Companies are increasingly changing their decision processes, departing from authoritarian styles of management and developing systems to encourage individuals to participate in the decisions that affect them. Once a company had decided on foreign investment, each of the managers and shareholders should be involved in developing the criteria for determining the entry modes. This group decision empowers employees and shareholders to become active participants in shaping the environmental context of their company. This decision making process enables shareholders and employees to recognize the significance of their mutually dependent relationships and to value the perspectives of others involved in the foreign subsidiaries. Recognizing the need for shareholders, managers and employees at different levels of participation in the entry mode choice, we propose that shareholders and employees are able to influence decisions that ultimately affect them. Finally, a participative process is particularly desirable in the choice of entry modes because its success depends on acceptance by employees and shareholders.
Entry mode selection is an important and practical task for an enterprise when entering a foreign market. No method described in the literature can be applied directly. The case of a photoelectric lens company in Taiwan wanting to invest in Vietnam or Thailand has many of the characteristics of entry mode selection. ANP is a general theory of relative measurement that is used to composite-priority-ration scales from individual-ration scales to represent the differential influence of factors with respect to control determinants. Based upon the theories of Transaction Cost Economics and Institutional Approach, it is concluded that there are four major factors to compare: general transaction costs, asset specificity, internal environmental institutions, host-country environmental institutions, and the 12 indices embedded in them. Further, there are five modes of entry into Vietnam and Thailand: wholly owned subsidiary, joint venture, contract arrangement, direct exporting, and indirect exporting. The ANP model deals with the 11 interactions among the factors and 33 interactions among the indices. Because some portions of the data are inaccessible, the actual data was supplemented with hypothetical numbers to illustrate the processes. The objective of this research is to provide an applicable method for entry mode selection for companies entering foreign markets.

A group decision framework for the stakeholders of the company implementing an ANP model for selecting the entry modes is also illustrated. 

 Literature review
The applications of Analytical Hierarchy Process (AHP) to entry mode choice are reviewed here. The literature relevant to the two major entry mode choice approaches - transaction cost and institutional - is reviewed in Section 3 to support the ANP model developed here. A range of entry mode choice approaches exist. The approaches should not be limited. The choice of approaches should depend on the objectives of the individual company.
The AHP framework, developed by Saaty [1980, 1986] has been identified as an important approach to multi-criteria decision-making. The AHP framework is well suited to individual and group decision making due to its role as a synthesizing mechanism. In a situation where all participants share the same objectives, there are four ways to set priorities: consensus, vote or compromise, geometric mean of individuals’ judgments, and separate models or players (Dyer & Forman, 1992). Consensus refers to the agreement amongst group participants in constructing a hierarchy and making judgments. If a consensus cannot be reached, the group may then choose to vote or compromise on a judgment. If a consensus cannot be achieved and the group is unwilling to vote or to compromise, then the geometric mean (average) of the individuals’ judgments can be calculated. If the members of the group have significantly different objectives and cannot meet to discuss the decision, then each group member can make a judgment separately, based on separate models or players. Accordingly, each group member would enter his or her judgment into a separate model, which would then be the average. However, if it is based on separate players, then a combined model is set up with each ‘player’ evaluating those factors in their part of the combined model. (Lai, Wong & Cheung, 2002)

Dyer and Forman (1992) argue that the AHP, when used in a group setting, can: 
(1) Accommodate both tangible and intangible characteristics, individual values and shared values in the group decision process;

(2) Help structure a group decision so that the discussion centers on objectives rather than on alternatives; and

(3) Allow discussion to continue until all the necessary information has been considered and a consensus of the path to achieve the organization’s stated objectives is achieved. 
Bard and Sousk (1990) stated that in terms of consensus building, the AHP provides data in an accessible format and provides a logical means of synthesizing judgment. The consequences of individual responses are easily traced and can be quickly revised when the situation warrants it (Lai, Wong & Cheung, 2002).

Korpela and Tuominen (1996) argue that the AHP is an effective and flexible tool for group decision making because it can form a systematic framework for conducting structured group sessions. AHP facilitates a tradeoff analysis and is conducive to consensus building. AHP can be applied to a variety of group decision contexts. 
Levary and Wan (1999) and Shih (2006) propose an AHP model for selecting entry modes when a company seeks to invest in a foreign country. The model is used to facilitate the selection of entry modes. Wu & Shih (2007) goes on to report the framework of group choice for the AHP model. The geometric mean of judges’ pair comparisons is used as the pair’s group judgment. The group judgments on all pairs are then used to set the priorities.

The basis of the ANP entry mode selection model
The determinants, indicators and entry mode alternatives that feature in the ANP model are discussed frequently in the international business literature. 
Determinant (A) General Transaction Costs (TC)

The basic premise of the TC approach is that the governance structure a firm chooses for a given venture is driven by a desire to minimize transaction costs (Williamson, 1985). Transaction costs refers to the costs of finding, negotiating a contract, monitoring performance of the venture, and monitoring the behavior of those who entered into the contract. The TC approach begins with the assumption that markets are competitive. Under these conditions, market based or low-control entry modes are favored because the market replaces opportunism and asymmetrical information efficiently. Scholars have found that when the costs associated with finding, negotiating and monitoring a partner firm are low, firms tend to rely on the market to deliver the target benefits. As these transaction costs increase, firms tend to switch their preference to modes with a greater deal of ownership, such as wholly owned subsidiaries (Brouther, 2002; Taylor, Zou & Osland, 1998; Erramilli & Rao, 1993; Hennart, 1991; Anderson & Gatignon, 1986). 

(A1) Ex ante costs

Costs may be incurred ex ante and ex post of a given transaction. Negotiating a contract is an example of an ex ante cost and monitoring the performance and enforcing the behavior of the parties to comply with the contract is an example of an ex post cost (Williamson, 1985). Ex ante costs, include the costs of drafting, negotiating, and safeguarding a contract. 

(A2) Ex post costs

Ex post, costs can take several forms. These include: (1) maladaption costs, (2) haggling costs, (3) setup and running costs; and (4) bonding costs (Williamson, 1985). Such costs are likely to arise due to the bounded rationality of decision makers, uncertainty, and complexity of the environment, and asymmetric distribution of information between parties to an exchange. Because these costs are likely to be nontrivial when transactions occur across borders, most firms’ activities are believed to carry a transaction cost-minimizing property, and use export channels. Otherwise, high control modes should be used to enter a market. 

Determinant (B) Asset specificity

The main contribution of TC theory to the analysis of ownership control levels has been the concept of asset specificity. Asset specificity is nonredeployable physical and human investments that are specialized and unique to a task (Williamson 1985, 1986). Similarly, asset specificity refers to the ease with which an asset can be redeployed to alternative uses and by alternative users without loss of productive value. Asset specificity tends to create and increase contracting hazards because of the impact of opportunism (Williamson, 1975; 1985). Opportunism results when a partner organization takes advantage of the other firm’s dependency through shirking, free riding, or technology dissemination. To safeguard specific assets from potential opportunism problems, or more risk, firms may utilize higher control governance structures, such as wholly owned modes of entry (Brouthers, 2002; Lu, 2002; Makino & Neupert, 2000; Delios & Beamish, 1999; Hennart, 1991). Firms with less asset specific products or services may be less concerned with opportunism and safeguarding their technology and more concerned with mode efficiency. Broadly speaking, the TC approach suggests that low control modes of entry provide more efficient organizational structure when there is a reduced threat from opportunism, such as exporting, licensing or franchising, and so forth. 
(B1) Research and Development (R&D) Intensity

The level of firm-specific technology may also influence mode selection, since firms with greater technology may incur higher transaction costs in safeguarding their technology from misappropriation (Hennart, 1991; Gatignon & Anderson, 1988; Williamson, 1985). Research and development (R&D) intensity is a measure of a firm’s possession of proprietary technological knowledge (Hennart & Park, 1993; Gatignon & Anderson, 1988). It is calculated as the ratio of R&D expenditure to total sales (Lu, 20002; Delios & Beamish, 1999; Cleeve, 1997). There is a positive relationship between R&D intensity and high control entry modes. In most cases, the greater the R&D intensity in the foreign investing firm’s assets, the greater the preference for high control modes of entry.  

(B2) Marketing Intensity

Marketing intensity is a measure of a firm’s possession of proprietary marketing assets (Hennart & Park, 1993; Gatignon & Anderson, 1988). It is calculated as the ratio of marketing expenditure to total sales (Lu, 2002; Delios & Beamish, 1999; Kogut & Singh, 1988). The greater the marketing intensity in the foreign investing firm’s assets, the greater the preference for high control modes of entry.

(B3) Specialist proportion

According to Mutinelli and Piscitello (1998) and Tsai and Cheng (2002), the specialist proportion is obtained by asking the respondent questions regarding the percentage of specialists out of the total number of employees, which can then be calculated as a percentage of R&D expenditure of total sales. The greater the specialist proportion in the foreign investing firm’s assets, the greater the preference for high control modes of entry. 

Determinant (C) Internal environmental institutions

Unlike the conventional TC approach that focuses on economic rationales for entry mode selection decisions, the central premise of the institutional approach is that firms adopt structures and practices that are “isomorphic pressures” to those of the other firms as a result of their quest to attain legitimacy (Zucker, 1983). A great pressure from the parent to conform indicates that preference will be given to a particular entry mode that is consistent with the parent organizational practice. Researchers have identified isomorphic pressures arising from both a firm’s external environment and its internal organizational practices and routines (Davis, Desai & Francis, 2000). Subsidiaries or affiliates operations within their parent organization’s network are subject to institutional pressures from within the parent to conform, or become isomorphic, to the parent organization’s norms (Kostova & Zaheer, 1999). For example, using a sample of Japanese and American firms, Robinson (1995) examined the relationship between structural integration in MNEs and conformity of parent subsidiary personnel practices. Robinson (1995) found that an increase in the level of interdependence between the parent and the subsidiary was associated with increased similarity of practices across all functions. Organizational inertia literature (Romanelli & Tushman, 1986) posits that high performing firms institutionalize established activity patterns so that the likelihood of any deviation becomes remote. Firms may conform to a previously established mode and the sequence of decision-making will become institutionalized (Romanelli & Tushman, 1986: Tallman & Shenkar, 1994). As Yiu and Makino (2002) argue, an MNE will follow the mode of entry that has been used most frequently in the same host country in the past; that is, internal mimicry-historical norm.

 (C1) The degree of interdependency or resource sharing between the MNE and subsidiaries

Relationships between a multinational’s corporate headquarters and its subsidiaries are researched largely based on their interdependence, whether in capital flow, product and knowledge exchange (Gupta & Govindrajan, 1991), cognitive frameworks (Ghoshal & Bartlett, 1990) or human resources sharing (Boyacigiller, 1990). Research indicates that intertwining functional activities between parent and subsidiaries are related to conformity of practices across borders (Robinson, 1995). The degree of interdependency or resource sharing that occurs within the network of subsidiaries may also cause firms to seek parent isomorphism. Relatively high degrees of resource sharing among the subsidiaries (or business units) within an MNE would tend to result in subsidiaries achieving foreign market penetration using high control modes of entry. When an MNE and its subsidiaries share capital flow, products and knowledge, research and development, advertising and marketing, raw materials and customer bases, sharing units would be more likely to coordinate their modes of entry. High control modes of entry (such as wholly owned subsidiaries) increase the sharing unit’s ability to coordinate activities and strategies with sister units and, thereby, reinforce internal isomorphism (Davis et al., 2000). For an MNE, the locus of efforts to gain legitimacy could be internally centered or externally focused, depending on the nature of a firm’s resources flows (Legatsky, 1996).

(C2) The degree of autonomy of subsidiaries
The autonomy granted to subsidiaries is also a reflection of the reinforcement practices adopted by the parent organization (DiMaggio & Powell, 1983). Subsidiaries with a low level of strategic autonomy are less likely to possess the authority to adopt resource deployment patterns that deviate from the norms of other intra-organizational units. It can be argued that a lack of autonomy would constrain subsidiaries in their selection of entry mode, and thereby in their ability to respond to variations in the host environment (Davis et al., 2000). When the parent company centralizes control, wholly owned subsidiaries are likely to be preferred over other modes of entry such as exporting, licensing agreements, or joint ventures because they allow the parent company to maintain a higher level of convergence in institutionalized practices.

 (C3) Internal Mimicry Entry resulting from historical norm   

North (1990) argues that institutions are shaped by historical factors that limit the range of options open to its decision makers. Scholars suggest that the selection of foreign entry mode is influenced by isomorphic pressures embedded in internal operational environments, as well as by the cognitive limits of decision makers regarding this selection. In other words, organizational historical and inertia factors lead to internal institutional persistence; that is, firms repeat what they have done in the past. For example, Padmanabhan and Cho (1999) found that Japanese firms tend to select ownership structures and establishment modes based on their experiences with similar decision in the past. In short, a firm will follow the mode of entry that has used most frequently in the same host country in the past (Yiu & Makino, 2002). 

Determinant (D) Host-country environmental institutions

Institutional theorists argue that a major driving force behind organizational activities is a firm’s desire to fit with its external institutional environment by conforming to institutional pressures from the host country (Martinez and Dacin, 1991). Firms must conform to the norms of the local market to be accepted as legitimate entities because firms are embedded in the political and economic environment of the host country. Foreign market entry mode selection should focus on adaptation to host country market characteristics, such as political stability, economic fluctuation, government mandates, local market potential, sociocultural differences, and the general business conditions of the local market (Davis et al., 2000; Kogut & Singh, 1988). 

Government policies can influence foreign ownership levels, and legal and political constraints (for example, foreign import regulations, foreign tariffs on imports, profit and equity repatriation and differences in product specifications) in the host country may restrict foreign firm mode selection in favor of increasing domestic ownership. Restrictions on foreign ownership by host country governments can force firms into joint ventures and licensing agreements, and prevent integration of the firm’s foreign operations, and the local firm’s ability to exploit, transfer or enhance its capabilities (Brouthers, 2002; Delios & Beamish, 1999; Gomes-Casseres, 1990; Gatignon & Anderson, 1988).  

Pressure form host-country institutions may induce firms to trade their ownership for legitimacy in the local environment, and hence, joint venturing with local partners is likely to be the preferred mode. Therefore, institutional theory tends to suggest that a firm’s ability to exploit or enhance its capabilities may vary across institutional contexts in different national environments. In summary, a number of exogenous environmental variables affects an MNE’s selection of entry mode. Foremost among these are variables are factors relating to country risk, market condition, and sociocultural differences that exist in the host market.

(D1) Host Country Risk 

Host country political and economic risk has received the most attention in conceptual and empirical studies of entry mode selection. In international operations that are characterized by an uncertain and volatile environment, firms are better off utilizing low control ownership modes (Delios & Beamish, 1999; Erramili, Agarwal & Kim., 1997; Erramili & Rao, 1993; Erramili, 1992; Anderson & Gatignon, 1986). Some modes of entry are believed to facilitate alignment with host country conditions better than others. Higher levels of uncertainty in the host country are difficult to control using wholly owned modes of entry (Fladmore-Lindquist & Jaque, 1995). The high switching costs associated with full ownership make the wholly owned mode less flexible should change occur in host country conditions (Kobrin, 1982). In high-risk countries, an MNE must possess the necessary flexibility to shift to a different mode of operation should the original mode be rendered inefficient by unpredictable changes in the environment. That is to say, an MNE can reduce the level of host country risk and incur lower transaction costs by utilizing low control modes in a higher risk host country (Kim & Hwang, 1992; Hill, Hwang & Kim, 1990; Hennart, 1988).

(D2) Host Market Potential 

The local market’s potential in terms of its current size and potential for growth has been found to influence foreign market entry mode (Brouthers, 2002; Shama, 2000; Luo, 1999; Contractor & Kundu, 1998; Agarwal & Ramaswami, 1992; Terpstra & Yu, 1988). A large market potential may presage strong sales and profit, thus motivating entry into foreign markets (Shama, 2000). Past research suggests that in high growth markets firms tend to prefer wholly owned modes of entry so they can: (1) obtain scale economies, hence reducing per unit costs; and (2) establish a long-term market presence (Agarwal & Ramaswami, 1992). In slow growth markets, firms may find that low control modes provide better opportunities either because they: (1) do not increase the capacity in the market, hence they do not impact competitor pricing strategies as severely; (2) can provide a better return on investment by minimizing the resource commitment, based on lower expected returns; or (3) reduce the switching costs of exiting the market if product/service sales are low (Brouthers, 2002; Kim & Hwang, 1992). 

(D3) Sociocultural Distance 

Sociocultural institutions are important determinants of the host country environment, representing differences between the market entrant’s home country and the local market in terms of business practices and norms as well as social culture (Brouthers, 2002; Erramilli et al., 1997; Erramilli & Rao, 1993; Hill et al., 1990). The convergence of institutions between the host and home country reduces sociocultural distance and thus facilitates international business. Moreover, cultural differences between the home and host countries can be obstacles to decision-making in relation to the entry mode selection for international operations (Kogut & Singh, 1988). The difference between home and host cultures has intrigued researchers in the international arena. 

There are conflicting views in the entry mode literature concerning the impact of sociocultural distance. First, when sociocultural distance is great, low-control entry modes are more efficient (Anderson & Gatignon, 1986; Kogut & Singh, 1988). Low sociocultural distance reduces the need to invest in information, to train local staff and to adapt management processes to the local environment. This affects all forms of business, but to varying degrees (Oxley, 1999). The costs of sociocultural distance arise at least in part from the institutional setting. Notably, lack of familiarity with institutions increases establishment costs, and thus discourages complex operations and wholly owned subsidiaries (Meyer, 2001; Davis et al. 2000). Second, other research suggests that some firms react to sociocultural distance by demanding rather than avoiding ownership so that they may impose their operating methods. Such firms do not trust local management or non-local partners and prefer the high-control entry mode. High-control entry modes are more efficient only when there is a substantial advantage to doing business the entrant’s way (Anderson & Gatignon, 1986). A firm will select a different entry mode for foreign markets according to the perceived significance of cultural differences between the home country and the foreign country.

(D4) Mimetic Entry resulting from External Mimicry  

Building on the institutional literature, scholars also suggest that the selection of foreign entry mode is significantly influenced by isomorphic pressures embedded in foreign national environments, as well as by their cognitive limits regarding this selection. Considerable empirical evidence has found support for the fact that firms imitate the practices adopted by a large number of firms - known as frequency-based imitation - and that firms base their selection of role models upon certain traits such as firm size and status, which is termed trait-based imitation (Haunschild & Miner, 1997; Amburgey & Miner, 1992). MNEs will tend to use a follow-the-leader approach and follow the dominant entry mode chosen by their home-country incumbents in the same host country (Yiu & Makino, 2002). 

Alternatives of Entry modes

Root (1983) defines an entry mode as an institutional arrangement that makes possible the entry of a firm’s products, technology, human skills, management, or other resources into a foreign country. This definition covers the production and marketing modes of a host country as well as the export modes including, the export, contractual and foreign investment modes. Anderson and Gatignon (1986) and Gatignon and Anderson (1988) refer to an entry mode as a governance structure that allows a firm to exercise control over its foreign operations. Their work on this subject went a step further to arrange the host country production and marketing modes (wholly owned subsidiary, joint venture, and contracts) on a continuum of high to low control. Hill, Hwang, and Kim’s (1990) definition of “an entry mode as “a way of organizing a firm’s business activities in a foreign country,” also parallels the preceding ones. Sharma and Erramilli (2004) defines an entry mode as a structural arrangement that allows a firm to implement its product market strategy by export modes, contractual modes, joint ventures, and wholly owned operations in a host country.

Modal selection is a tradeoff between costs and benefits (Erramilli & Rao, 1993). Entry modes vary significantly in terms of not only costs incurred by firms but also benefits provided to firms. Most frameworks of entry mode selection tend to agree with each other on the cost side. Generally speaking, export and nonequity modes are perceived to cost less, and joint ventures and wholly owned subsidiaries are perceived to cost more. Frameworks differ from each other significantly in the way that they assess the nature of benefits provided by the modes. In the transaction cost approach the benefit sought is the reduction of transaction costs, while in the market imperfection approach the controlling of market share is the benefit sought. In the institutional approach, the benefit sought is the adaptation to environmental pressures and the quest for legitimacy because a firm is embedded in both its own internal institutional environment and the external institutional environment.

A firm’s selection of entry mode is essentially determined by the pursuit of a situation in which costs are minimized and benefits are maximized in terms of competition, infrastructure, the availability of raw material and labor, and the legal and economic environments. This paper defines an entry mode as a way of organizing a firm’s activities in a foreign country that allows an MNE to tradeoff between costs and benefits and to implement its “appropriate” entry strategy through indirect exporting, direct exporting, contractual arrangement, joint ventures, and wholly owned subsidiaries in a host country. The “appropriate” entry mode then can be defined as the strategy that best minimizes transaction costs and can best adapt to pressures from both internal and external institutions.”
It is important at the outset to define the terminology that will be used to describe entry mode alternatives. Different entry modes imply different levels of control and integration with the foreign operation (Anderson & Gatignon, 1986; Root, 1994). Control refers to authority over operational and strategic decision-making. Generally, these represent a continuum from low to high in terms of control and integration. On the other hand, different entry modes also imply different levels of adaptation and risk for the foreign operation. Again, these represent a continuum from low to high in terms of adaptation and risk. In choosing a particular entry mode, a company constructs a fit between its needs for internal corporate strategy and the externally perceived risk and adaptation level of the target entry market. Two companies may perceive different risks and degrees of adaptation as they evaluate the same market. Therefore, they may easily choose different entry modes. General speaking, there are five basic strategies for entering a new market: indirect exporting, direct exporting, contractual arrangement, joint venturing, and wholly owned subsidiaries. These five alternative entry modes are summarized here:

(1) Indirect Exporting

The easiest and most common entry mode, indirect exporting also translates to be the lowest financial risk. Indirect exporting occurs when a company sells its products to intermediaries who then resell to buyers in a target market. There are three general types of intermediaries: agents, export management companies and export trading companies. This mode is very compatible with the domestic-market-extension outlook in international marketing.  

(2) Direct Exporting

Direct exporting occurs when a company sells its products directly to buyers in a target market. Typically, they rely on either local sales representatives or distributors. This mode has the advantage of keeping control in the hands of company managers, although they can only exploit this advantage if they understand foreign market and have experience negotiating with foreign customers. 

(3) Contractual Arrangement
The following are the most common elements in a contractual arrangement. 

Licensing is a contractual entry mode in which a company owning intangible property (the licensor) grants another firm (the licensee) the right to use that property for a specified period of time in exchange for a royalty. Such property rights may include patents, trademarks, technology, managerial skills, and so on. Advantages include low capital requirements and circumvention of import restrictions or foreign ownership limitations. The advantage of lower risk, however, is countered by lower returns. Loss of quality control can be major disadvantage of this entry mode. Moreover, a licensee overseas can also become a competitor to the licensor. Manufacturing firms often use licensing.
Franchising is a contractual entry mode in which a company (the franchisor) grants specified intangible property rights to another firm (the franchisee), which must abide by strict and detailed rules as to how it does business. Compared to licensing, franchising involves longer commitments, offers greater control over overseas operations, and includes a broader package of rights and resources, which is why service MNEs often elect franchising. The merits and limitations of franchising are similar to those of licensing. The main advantages include little political risk, low costs, and fast and easy avenues of leveraging assets such as a trademark or brand name. Nevertheless, the franchisee may damage the franchisor’s image by not upholding its standards. 

Contract manufacturing is an entry mode in which a company contracts with a local manufacturer in the foreign market to manufacture the firm’s products or to perform partial manufacturing operations, such as final assembly of imported parts. Contract manufacturing allows the company to separate the physical production of goods from the research and development and marketing stages, especially if the latter are the core competencies of the firm.
Management contract is a contractual entry mode in which a company supplies another with managerial expertise for a specific period. The expertise supplier is normally compensated with either a lump-sum payment of a continuing fee based on sales volume. Two types of knowledge can be transferred through management contracts, the specialized knowledge of technical managers and the business management skills of general managers.
(4) Joint Ventures

A joint venture involves two companies that form a partnership under a new corporate name. Joint venturing is a low-risk market-entry mode that is popular among successful, large, internationally oriented businesses seeking to expand from their own maturing home markets, or seeking new sources of raw materials. Notable are the strategic advantages in reducing both political and economic risks by combining the host-market firm’s localized knowledge, skill, and systems with the foreign company’s capital and technology. It also allows a foreign firm to operate in a market that may otherwise be inaccessible due to trade barriers or hostility towards outsiders. 

(5) Wholly-Owned Subsidiaries

A wholly owned subsidiary is a facility entirely owned and controlled by a single parent company. Companies can establish a wholly owned subsidiary either by forming a new company from the ground up and constructing entirely new facilities, or by purchasing an existing company and internalizing its existing facilities. The highest risk strategy with the highest potential return is investing capital to set up operations in a foreign country. This mode offers foreign investors increased flexibility and control. Advantages are the ability to capitalize on low-cost labor, avoiding import taxes and transportation costs, access to raw materials, and entry to other cooperative markets. The company is much more vulnerable to political instability and the resulting economic sanctions by host governments. 

Group decision framework for entry mode choice

The proposed group decision framework for an MNE to have consent over entry mode choice is illustrated in Figure 1, which comprises 11 possible stages. Initiating the international investment may come from the management level or the main shareholders. 
Form a task force team

Stage 1 is to form a task force (TF) unit to execute the administration work of the chosen entry mode. One or several individuals who are experts in international business, specifically of the chosen entry mode choice, should participate in the TF. The experts may be employees of the MNE or hired consultants specific to the foreign investment project. The experts should fully understand the MNE in terms of goal, strategy, structure, and operation since choosing the entry mode choice is strongly connected to strategy. 
Form a decision making group

In Stage 2, the MNE forms a decision-making group (DMG) that includes shareholders, CEO, president, finance manager, marketing manager, R&D manager, legal advisor, production manager, employee representatives, stakeholders, and individuals related to the foreign subsidiaries. Most companies, however, still neglect to include employees and stakeholders in decisions that influence the ability to perform their professional practices and investment desires, respectively. The need for employee and stakeholder participation in these decisions is important since they are able to influence decisions that ultimately affect the opportunity for them to work abroad. Finally, a participatory process is particularly desirable when deciding on entry mode because foreign investment success depends on its acceptance by shareholders, managers, and employees. The participants are called ‘judges’ in this paper. 

Training Judges about the entry mode selection and ANP

The CEO, President, and managers of the company are involved in Stage 3, which involves the construction of a prototype Analytical Network Process (ANP) model. Group members could refer to the hierarchy of detailed EMS levels. Suggestions are offered here for conducting EMS with a group. First, make sure the participants are comfortable and well provided with materials and resources about EMS. In the first group session, explain how the ANP works with simple applications. Allow for a question-and-answer period. Then, a group session that has two discussion leaders with one or two assistants begins by reviewing the proposed model, as depicted in Figure 2 and the definitions of the elements as presented in Section 3 of this paper. The participants should be well informed, highly motivated, and in agreement on the basic question being addressed. 
In the beginning, the experts have meetings with the CEO, President, and executers of the MNE to understand the company’s mission at the strategic level. The experts also have meetings with the managers to discuss tactics in relation to finance, marketing, R&D, legal issues, and production. Depending on the subject, one or more than one manager may be invited to attend each meeting. While many companies are convinced of the need for such participatory decision processes for entry mode choice, they realize it is difficult to implement the process because stakeholders, shareholders, and employees often lack the necessary training and experience in foreign investment. Even experienced managers need assistance in considering the multiplicity of criteria relevant to entry mode choice. A participatory process complicates the matter further because one must also decide how to weigh and aggregate the opinions and judgments of so many participants. For evaluating the usefulness of a participant to engage in the decision process, first, managers are given a background questionnaire on their experience with multi-criteria decision problems, and their knowledge of multi-criteria methods. Second, the judges are given a lecture on AHP/ANP methodologies. The experts provide the relevant choice information and reports to the managers. They then analyze these reports prior to the meeting where their perspectives on entry mode considerations are discussed. 

Develop a prototype ANP model
Because the development of an ANP model is very important to the successful application of the ANP itself, managers are advised to thoroughly evaluate all determinants and indicators prior to their application. 
The objective of Stage 4 is to demonstrate that an ANP model incorporating the majority of determinants from prior studies can be used to select entry modes for a company that plans to invest in a foreign country. Explicitly, the model must account for the two major theories in entry mode selection: Transaction Cost Economics and Institutional Approach. Moreover, it would be useful to include a conceptual range of “all possible” determinants and indicators of entry mode selection into this model, even if some rarely occur and might not show up as statistically significant. One of the advantages of the ANP framework is that it is not constrained by some statistical problems such as multicollinearity, which might be encountered in econometric modeling of the same process. In this way, the ANP model shares a common conceptual foundation with traditional composite criteria methods, which also attempt to select indicators across a wide spectrum of decision processes. Diversification of the criteria used to trigger a selection decision is important, but one should not give too much weight to trivial indicators, even if the variable is included for completeness (Niemira & Saaty, 2004; Saaty, 1995, 2001, 2005).

The model proposed here incorporates four determinants in entry mode selection. The ANP entry mode selection model is specified by clusters of determinants, their elements and the connection between them, and judgments are made by the stakeholders of the company. The control cluster is illustrated in Figure 2. The arrows indicate the direction of causal impact with the looped arrow indicating feedback effects. For example, in the Internal Environmental cluster, it is assumed that an impact from “(C1) - the degree of interdependency or resource sharing among the MNE and subsidiaries” will impact “(C2) - internal mimicry entry resulting from the historical norm”. The (A) general transaction costs cluster includes evaluations of (A1) Ex ante costs and (A2) Ex post costs. The (B) asset specificity indicators incorporate typical theoretical concepts and empirical evidence, but can be customized for a specific company to select entry modes to invest in a specific country. As the process has been modeled, the (B) asset specificity cluster includes evaluations of (B1) R&D intensity, (B2) marketing intensity, and (B3) specialist proportion. The (C) internal environmental institutions cluster includes three elements: (C1) - the degree of interdependency or resource sharing among the MNE and subsidiaries, (C2) - the degree of autonomy of subsidiaries, and (C3) - internal mimicry entry resulting from the historical norm. Finally, (D) host-country environmental institutions block includes evaluations of (D1) host country risk, (D2) host market potential, (D3) sociocultural distance, and (D4) mimetic entry resulting from external mimicry.
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Figure 1: Group decision framework for an MNE to have a consensus entry mode choice.
Although these indicators are generic enough to cover most companies’ entry modes selection, there would be a need to customize the sub-indicators for a specific company to enter a foreign market. Once the characteristics of the model have been specified, then the TFs must provide judgments on the relative importance of those various indicators in the model as they relate to the system’s alternatives. In this case, five entry modes are considered for Vietnam and Thailand: (E1) - Wholly-Owned Subsidiaries in Vietnam, (E2) - Joint Ventures in Vietnam, (E3) - Contractual Arrangements in Vietnam, (E4) - Direct Exporting to Vietnam,  (E5) - Indirect Exporting to Vietnam, (E6) - Wholly-Owned Subsidiaries in Thailand, (E7) - Joint Ventures in Thailand, (E8) - Contractual Arrangement in Thailand, (E9) - Direct Exporting to Thailand and (E10) - Indirect Exporting to Thailand. 
The evaluation criteria in the decision hierarchy are comprehensive and relevant for entry mode evaluation. The objective, determinants, indicators and alternatives are expressed in fairly general terms and can be understood by all managers. 

The judges can then provide opinions on each element of the model as depicted in Figure 2, debate the judgments and make a case for their values until consensus or compromise is reached. The entry mode found to be the best for one company is not necessarily the best for a different company operating in the same country. Accordingly, the methodology employed for choosing an entry mode must consider the unique characteristics of a particular company. Risks unique to the entry mode under consideration along with input from the company’s management must be considered if the decision is to be realistic. The process of group interaction cannot be reduced to a set of rules. Broadening people’s views and stimulating their thinking and retaining flexibility are all-essential to entry mode choice. 
The participants determine the focus of the entry mode choice first. They provide judgments on each element of the ANP model and they debate the judgments. They may delete or add elements to the model. The discussion should be relaxed and unhurried; structured group discussion can yield a more satisfactory outcome than one achieved quickly and with little debate. The leader reminds the participants that the purpose of the meeting is to reach a consensus to the modified hierarchy for the company. The complexity of the EMS of a given company may differ from others. Participants use discussion, debate, and pragmatic imagination to make comparisons. Each participant can present his or her own concerns and definitions. Often the participants are unequal in their expertise, influence and perspective, and cooperation may take some coaxing by the leader. Patience on the part of the leader and the participants is highly desirable. A leader should also be sensitive to the unaddressed words of participants. Some need coaxing and encouragement to participate or to express their feelings. Readers can refer to further information about group decision making in Saaty [1995]. 

A “top-down” way of thinking can be used to guide the modification of the ANP model. From this perspective, participants gain a broader understanding of the decision problem and design a better and more integrated decision hierarchy to contribute to better decisions. At the end of the fourth stage, the prototype ANP model is modified.

Calculate the weights of indicators
In Stage 6, judges perform the steps illustrated in Section 5 to weigh the importance of different indicators. TFs help judges to perform pair wise comparisons and collect the data to derive the priorities of items by the DMG. If the participants obtained a consensus in Stage 5, it is then possible to proceed to Stage 6. Otherwise, it is necessary to return to Stage 5. The TF may employ the Delphi method to modify the ANP model in this situation.
As the weights of indicators are obtained, the judges are asked if they have any concerns. The judges should articulate their criteria and ensure that each of their weights and preferences are internally consistent. They might identify why their individual ratings of determinants and indicators are so different from the ratings of the DMG. This feedback then makes the TF aware of the limitations of ANP in-group decision making. While ANP ensures that each individual judge is internally consistent in making judgments, it does nothing to ensure the sharing of certain judgments, or to ensure a degree of consistency within a group of judges. Furthermore, ANP does not guarantee that group consensus will prevail in the ranking of the determinants and indicators.
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 Figure 2: Overview: the ANP-network entry mode selection model’s control hierarchy.

Is there consensus on weights of indicators?

In Stage 6, DMG needs to identify the weights of the determinants and indicators. First, individual judgments should be revised in view of anonymous group feedback derived from the Delphi technique (Dalkey & Helmer, 1963). While there have been many variations in practice (Hall, Hershey, Kessler & Scotts, 1992; Hudak, Brooke, Finstuen & Riley, 1993; Malhotra, Steele & Grover, 1994), the Delphi method consists of three essential processes to achieve information exchange among a group of judges without introducing the potential biases of interpersonal interaction. The first process is to collect judgment, along with the underlying rationales, from individuals who are knowledgeable about an issue, by questioning them individually. The second process is to collate and statistically summarize the individual judgments and rationales without revealing the identity of the individuals. The third process is to feed the collated information back to individual judges and revise their judgments, as necessary. This sequence of collating, feedback, and revision is repeated over several rounds until further repetitions produce negligible changes in individual judgments.

Establish indicators’ categories
In Stage 7, each judge casts a ballot for his entry mode of preference with respect to each indicator. TFs collect judges’ ballots, then calculate the scores by the weights of indicators, and take the sum of all indicators. The result is the overall score of the ANP model.

At this point, TF presents the results to the judges and then ask them if they have any concerns. To use the AHP method, the decision group first determines an appropriate number of categories for each indicator. Each judge performs a pair wise comparison of categories for each indicator. For example, the standards for the indicator B2 are Extreme, Great, Significant, Moderate and Tad. Judgments are entered for questions such as “How much more preferable is extreme than great for this indicator?” or “How much more preferable is significant than moderate for this indicator?” 

Table 1 illustrates a judge’s pair wise comparisons of the intensities under one indicator - B2. One collects all 20 judges’ pair wise comparisons as illustrated in Table 1. In the upper triangle of Table 1, all the elements are in the range of 1 to 9. In addition, in each row of the upper triangle, the elements increase from the left hand side to the right hand side. The matrix is a square positive reciprocal with elements rij=1/rji. Since the matrix possesses these special structures, we take the geometric mean of the 20 judges’ comparisons of each pair as the group’s comparison for the pair. The geometric means are depicted in Table 2. The principal eigenvector of the matrix is then obtained. If the scale of the top category “Extreme” is one, then the other scales could be obtained. 

	Table 1: A judge’s pair comparisons for categories of indicator B2

	
	Extreme
	Great Avg.
	Significant
	Moderate
	Tad

	Extreme
	1
	2
	4
	6
	8

	Great Average
	1/2
	1
	2
	3
	4

	Significant
	1/4
	1/2
	1
	2
	3

	Moderate
	1/6
	1/3
	1/2
	1
	2

	Tad
	1/8
	1/4
	1/3
	0.5
	1


The prioritized categories are essentially absolute scales, abstract yardsticks, which have been derived and are unique to each indicator. The process must be repeated to compare the intensities for each of the other indicators. The absolute scales are depicted in Table 3.
	Table 2: Group judgments of categories in indicator B2 and the derived priorities 

	
	Extreme
	Great
	Significant
	Moderate
	Tad
	Weights
	Scales

	Extreme
	1.000
	1.817
	2.621
	3.634
	4.217
	0.409
	1.000

	Great Average
	0.550
	1.000
	2.289
	2.884
	3.634
	0.260
	0.637

	Significant
	0.382
	0.437
	1.000
	2.080
	2.884
	0.153
	0.374

	Moderate
	0.275
	0.347
	0.481
	1.000
	2.289
	0.103
	0.252

	Tad
	0.237
	0.275
	0.347
	0.437
	1.000
	0.076
	0.186


Table 3: Weights and absolute scales of categories under indicators
	
	A1
	A2
	B1
	B2
	B3
	C1
	C2
	C3
	D1
	D2
	D3
	D4

	Weights
	0.128 
	0.181 
	0.124 
	0.063 
	0.079 
	0.033 
	0.032 
	0.040 
	0.092 
	0.088 
	0.087 
	0.055 

	Absolute

scales

of 

categories
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 
	1.000 

	
	0.660 
	0.435 
	0.855 
	0.637 
	0.734 
	0.526 
	0.612 
	0.275 
	0.790 
	0.762 
	0.579 
	0.255 


	
	0.407 
	0.222 
	0.619 
	0.374 
	0.323 
	0.247 
	0.282 
	　
	0.425 
	0.411 
	0.316 
	　

	
	　
	　
	0.498 
	0.252 
	0.240 
	0.139 
	0.162 
	　
	0.252 
	0.233 
	0.218 
	　

	
	　
	　
	0.289 
	0.186 
	0.180 
	　
	　
	　
	0.162 
	0.155 
	0.179 
	　


Rating entry modes under indicators

Absolute scales for each indicator have been established. In this step, entry modes are rated one at a time by selecting the appropriate category under each indicator rather than compared against other entry modes. In absolute measurement, the entry modes are scored independently of each other. In relative measurement, there is dependence, as an entry mode’s performance depends on what other entry modes there are in the comparison pool. Caution is advised in that such intensities and their priorities are only appropriate for this particular problem and should not be used with the same priorities for all indicators, nor carelessly in relation to other problems.

The average ratings of the 20 judges for each entry mode under each indicator are summarized in Table 4.
Table 4: Average scores of entry modes under indicators
	
	A1
	A2
	B1
	B2
	B3
	C1
	C2
	C3
	D1
	D2
	D3
	D4
	Scr.
	Nrml.
	Rnk.

	E1
	0.60 
	0.70 
	0.78 
	0.31 
	0.56 
	0.73 
	0.76 
	0.46 
	0.54 
	0.28 
	0.24 
	0.37 
	0.54 
	0.867 
	9 

	E2
	0.64 
	0.76 
	0.59 
	0.41 
	0.41 
	0.52 
	0.61 
	0.86 
	0.75 
	0.44 
	0.35 
	0.81 
	0.60 
	0.964 
	2 

	E3
	0.82 
	0.58 
	0.47 
	0.70 
	0.41 
	0.31 
	0.33 
	0.71 
	0.57 
	0.62 
	0.72 
	0.44 
	0.59 
	0.936 
	4 

	E4
	0.72 
	0.65 
	0.85 
	0.48 
	0.59 
	0.43 
	0.53 
	0.42 
	0.38 
	0.51 
	0.36 
	0.33 
	0.57 
	0.905 
	7 

	E5
	0.78 
	0.39 
	0.63 
	0.71 
	0.50 
	0.24 
	0.26 
	0.49 
	0.74 
	0.79 
	0.50 
	0.48 
	0.58 
	0.917 
	6 

	E6
	0.65 
	0.64 
	0.69 
	0.37 
	0.74 
	0.65 
	0.75 
	0.35 
	0.66 
	0.55 
	0.61 
	0.74 
	0.63 
	1.000 
	1 

	E7
	0.72 
	0.67 
	0.79 
	0.43 
	0.24 
	0.42 
	0.52 
	0.75 
	0.65 
	0.43 
	0.47 
	0.59 
	0.59 
	0.938 
	3 

	E8
	0.84 
	0.51 
	0.81 
	0.69 
	0.54 
	0.26 
	0.37 
	0.67 
	0.51 
	0.58 
	0.42 
	0.33 
	0.59 
	0.933 
	5 

	E9
	0.60 
	0.56 
	0.58 
	0.34 
	0.75 
	0.45 
	0.59 
	0.42 
	0.37 
	0.32 
	0.24 
	0.66 
	0.50 
	0.797 
	10 

	E10
	0.75 
	0.36 
	0.69 
	0.75 
	0.43 
	0.23 
	0.27 
	0.38 
	0.76 
	0.65 
	0.32 
	0.63 
	0.55 
	0.875 
	8 


Are the ranks of entry modes consented?

In Stage 9, the entry mode score is obtained by weighting the selected category by the priority of the indicator and calculating the sum of all the indicators. The right hand side of Table 4 lists total scores and ranks. Then the information is collated to individual judges and a revision of their judgments is sought, as necessary. This sequence of collating, feedback, and revision is repeated over several rounds until further repetitions produce practically no changes in individual judgments. The outcome of this process was that (E6) Wholly-Owned Subsidiaries in Thailand produced the highest rank. Judges may vote on the top three entry modes - (E6), (E7), and (E2) or others to make the final selection. 

Implement the selected entry mode

Stage 10 consists of the company implementing the selected entry mode.

Performance review

In Stage 11, the company periodically reviews the performance of the selected entry mode. It may return to Stage 1 to repeat the entire process if a new entry mode is needed.
The computational steps of the ANP model

Model structure

The ANP provides the mathematical framework for our model to aid in the selection of an entry mode using heuristics. Conceptually, the entry mode selection model can be described as a system of four components (which may be part of a cluster of components) that forms a network where every component (A, B, C, D) can interact or have an influence on itself or some or all of the other components of the system. Figure 1 depicts the pairwise linkage between the four components, and the linkages feed into component E, the entry modes. The ANP extends the AHP method to incorporate component dependence and feedback by using a super matrix approach (Saaty, 2001). A super matrix, Minitial-super, is a complete system matrix of components {A, B, C, D}, and their linkages or system weights, Mij, where VA = {A1, A2}, VB = {B1, B2, B3}, VC= {C1, C2, C3}, and VD={ D1, D2, D3, D4} are the subcomponent indicators of the factor components A, B, C and D, respectively. ANP allows interaction and feedback within components, A, B, C and D, which are known as inner dependence, and between factors, which are known as outer dependence. To make it more concrete, if there is no linkage between, say C feeds to D then WDC would be zero. However, if there is some relationship, then the entry would be nonzero, suggesting an outer dependence. An inner dependence would exist if there were a linkage within the subcomponent indicators of a factor component.
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The super matrix represents the impact of all entry mode indicators relative to the complete indicator set. The actual indicators that make up the columns (Mij) of the super matrix are the eigenvector solutions with the factor components (such that each column adds up to one). However, each column of the super matrix itself may include several sub-columns with its own priority indicator element, which must be normalized and synthesized to account for the overall factors’ influence by columns. This process makes the super matrix column stochastic. The final priority weights, which account for indicator interactions, are derived by multiplying the super matrix by itself until the columns stabilize, which occurs when the super matrix entries become identical across each row, and the result is known as the limiting matrix. The final priority weights are extracted from this limiting matrix. 
The following steps illustrate some details in obtaining indicators weights. 

Step 1: each judge determines the main cluster weights
The main or control cluster weights for {A, B, C, D} are determined based on: (1) whether there is feedback in the cluster (if not, the matrix entry is zero), and (2) the intensity of relationship between the cluster and other clusters using the nine point scale (see Appendix). Instead of assigning two numbers qijp and qjip and forming the ratio (qijp / qjip), judge p assign a single number drawn from the fundamental 1-9 scale of absolute numbers to represent the ratio (qijp/qjip)/1. It is a nearest integer approximation to the ratio (qijp / qjip). The derived scale will reveal what the qijp and qjip are. This a central fact about the relative measurement approach used within ANP and the need for a fundamental scale. However, it should be noted that the 1-9 evaluation scale, in principle, has an unlimited range given the homogeneity and clustering that are used to extend the fundamental scale gradually for cluster to adjacent cluster, eventually enlarging the scale from 1-9 to 1-∞ (Saaty and Vargas, 1994; Saaty, 1995, 2001, 2005). 
	Table 5
	
	Table 6

	@A
	B
	C
	D
	
	@B
	A
	C
	D

	B
	1    
	4    
	2    
	
	A
	1    
	3    
	2    

	C
	1/4
	1    
	1/4
	
	C
	1/3
	1    
	1/2

	D
	1/2
	4    
	1    
	
	D
	1/2
	2    
	1    


	Table 7
	
	Table 8

	@C
	A
	C
	
	@D
	A
	B
	C

	A
	1
	4
	
	A
	1    
	2    
	3    

	C
	1/4
	1
	
	B
	1/2
	1    
	2    

	
	
	
	
	C
	1/3
	1/2
	1    


To illustrate the development of the main cluster weights in our model, first observe that (A) and (B) clusters do not include feedback (Figure 2). Consequently, the entries for both clusters in the control matrix are zero. On the other hand, (C) and (D) clusters are modeled with feedback given that those indicators can spiral in upon themselves. This means an average effect must be assessed akin to using the ‘dynamic multiplier’ in stochastic modeling and cutting off the cumulative effect at any specific point in time. For each judge, the pairwise comparisons and normalized weights for the four main clusters are derived as paired comparisons, based on the nine-point scale. The judge should redo the comparisons if the derived priorities show an unacceptable consistency ratio. For instance, one of the judges’ developments of the main cluster of priority weights is shown in Tables 5 to 8.

Table 6, with respect to (B), for example, a pair wise comparison of (A) compared with (C) might be assigned a score in the control matrix of ‘3,’ which would mean that determinant (A) is very likely to impact (B) relative to (C). These ratings, demonstrated here as judgmental scores, incorporate “existing knowledge” about the economic landscape from various information sources. Each score encompasses two aspects of the entry mode selection process into one evaluation measure: (a) the significance of the cluster or economic process relative to the overall stated objective, and (b) the current importance of that determinant. Although the former aspect may be relatively stable over time, the latter evaluation criterion will clearly change.

Step 2: Derive the main cluster weights of judges

Every judge determines his or her tables for Tables 5 to 8. For every pair comparison, TF computes the geometric mean of judges’ judgments. Tables 9 to 12 are called the DMG’s judgments between the four clusters. The weights at the right hand side are derived using the standard application of AHP. Columns in Table 13 summarize the weights obtained in Tables 9 to 12. Table 13 is called a control matrix. Equation (2) depicts the notations of cells in Table 13. 

	Table 9
	
	Table 10

	
	B
	C
	D
	Weight
	
	
	A
	C
	D
	Weight

	B
	1.000 
	3.420 
	1.587 
	0.520 
	
	A
	1.000 
	3.107 
	1.442 
	0.496 

	C
	0.292 
	1.000 
	0.347 
	0.138 
	
	C
	0.322 
	1.000 
	0.322 
	0.141 

	D
	0.630 
	2.884 
	1.000 
	0.341 
	
	D
	0.693 
	3.107 
	1.000 
	0.363 


	Table 11
	
	Table 12

	
	A
	C
	Weight
	
	
	A
	B
	D
	Weight

	B
	1.000 
	1.817 
	0.760 
	
	A
	1.000 
	1.101 
	0.693 
	0.302 

	C
	0.255 
	1.000 
	0.240 
	
	B
	0.909 
	1.000 
	1.000 
	0.325 

	
	
	
	
	
	D
	1.442 
	1.000 
	1.000 
	0.373 


	Table 13: Control matrix

	
	A
	B
	C
	D

	A
	0 
	0.496 
	0.760 
	0.302 

	B
	0.520 
	0 
	0 
	0.325 

	C
	0.138 
	0.141 
	0.240 
	0 

	D
	0.341 
	0.363 
	0 
	0.373 
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Step 3: Determine the scores of indicators cross the clusters

The model weights within each cluster, {A1, A2}, {B1, B2, B3}, {C1, C2, C3}, and {D1, D2, D3, D4}, are derived using the standard application of pair wise comparison in AHP [Saaty, 2001]. For example, in Figure 2, an arrow projects from cluster (B) to cluster (C) highlighting that each indicator in cluster (B) has a casual relationship with the indicator in cluster (C). Tables 14 to 16 are group pair wise comparisons of C1, C2 and C3 with respect to indicator (B1), (B2) and (B3), respectively. The weights of C1, C2 and C3 are derived using the standard application of pair wise comparison in AHP. 
	Table 14: Respect to B1
	
	Table 15: Respect to B2
	
	Table 16: Respect to B3

	
	C1
	C2
	C3
	Wt.
	
	
	C1
	C2
	C3
	Wt.
	
	
	C1
	C2
	C3
	Wt.

	C1
	1
	2
	2.15
	0.509
	
	C1
	1
	1.26
	0.36
	0.218
	
	C1
	1
	0.69
	0.69
	0.261

	C2
	0.5
	1
	1.59
	0.277
	
	C2
	0.79
	1
	0.25
	0.159
	
	C2
	1.44
	1
	0.63
	0.308

	C3
	0.46
	0.63
	1
	0.213
	
	C3
	2.79
	4.03
	1
	0.622
	
	C3
	1.44
	1.59
	1
	0.431


The scores derived from Steps 2 and 3 are used to populate the columns of the initial super matrix. The initial super matrix is illustrated in Table 17. The three scores of Table 14 are under column B1 of Table 18. The scores of each column of a sub-matrix in Table 17 are the judgments of the indicators of the rows with respect to the indicator of the column. 
The process described in Step 3 obtains the scores. Each sub-matrix of Table 18 is then multiplied by the priority weights from the clusters, which were determined in Step 2. For instance, for the sub-matrix MAB, as shown in equation (3), all the elements are multiplied by the corresponding value in equation (2), wAB. The same process should be performed for all sub-matrices in the initial super matrix to yield the weighted super matrix as illustrated in Table 19. Equation (4) indicates the multiplications of matrices Minitial-super and Mcontrol - see equations (1) and (2). This is necessary because a matrix must be stochastic, that is, its columns must add up to one.  
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Step 4: Construct and solve the super matrix

Finally, the system solution is derived by multiplying the weighted super matrix of model variables by itself, which accounts for variable interaction, until the system’s row values converge to the same value for each column of the matrix. This “power method” process yields the limiting matrix, which provides the relative importance weights for every factor in the model. The method employ the concept of stochastic process for obtaining the steady-states. Table 19 reports the weights of indicators. The columns would be identical with their elements [Saaty, 2001]. The value of each row is the weight of the indicator in determining the entry modes.
	Table 17: Initial Super Matrix MInitial-Super

	
	A1
	A2
	B1
	B2
	B3
	C1
	C2
	C3
	D1
	D2
	D3
	D4

	A1
	0 
	0 
	0.338 
	0.576 
	0.401 
	0.419 
	0.528 
	0.338 
	0.288 
	0.558 
	0.386 
	0.419 

	A2
	0 
	0 
	0.662 
	0.424 
	0.599 
	0.581 
	0.472 
	0.662 
	0.712 
	0.442 
	0.614 
	0.581 

	B1
	0.387 
	0.552 
	0 
	0 
	0 
	0 
	0 
	0 
	0.483 
	0.389 
	0.327 
	0.632 

	B2
	0.317 
	0.204 
	0 
	0 
	0 
	0 
	0 
	0 
	0.297 
	0.181 
	0.193 
	0.159 

	B3
	0.296 
	0.244 
	0 
	0 
	0 
	0 
	0 
	0 
	0.220 
	0.430 
	0.480 
	0.209 

	C1
	0.387 
	0.261 
	0.509 
	0.218 
	0.261 
	0 
	0.338 
	0.338 
	0 
	0 
	0 
	0 

	C2
	0.317 
	0.308 
	0.277 
	0.159 
	0.308 
	0.338 
	0 
	0.662 
	0 
	0 
	0 
	0 

	C3
	0.296 
	0.431 
	0.213 
	0.622 
	0.431 
	0.662 
	0.662 
	0 
	0 
	0 
	0 
	0 

	D1
	0.287 
	0.258 
	0.260 
	0.155 
	0.287 
	0 
	0 
	0 
	0 
	0.649 
	0.390 
	0.296 

	D2
	0.215 
	0.307 
	0.216 
	0.246 
	0.215 
	0 
	0 
	0 
	0.477 
	0 
	0.438 
	0.358 

	D3
	0.381 
	0.244 
	0.306 
	0.332 
	0.381 
	0 
	0 
	0 
	0.295 
	0.184 
	0 
	0.346 

	D4
	0.118 
	0.191 
	0.218 
	0.268 
	0.118 
	0 
	0 
	0 
	0.228 
	0.167 
	0.172 
	0 

	Sum
	3
	3
	3
	3
	3
	2
	2
	2
	3
	3
	3
	3


	Table 18: Weighted super matrix MWeighted-Super

	
	A1
	A2
	B1
	B2
	B3
	C1
	C2
	C3
	D1
	D2
	D3
	D4

	A1
	0 
	0 
	0.168 
	0.286 
	0.199 
	0.319 
	0.401 
	0.257 
	0.087 
	0.168 
	0.117 
	0.126 

	A2
	0 
	0 
	0.328 
	0.211 
	0.297 
	0.442 
	0.359 
	0.503 
	0.215 
	0.133 
	0.185 
	0.175 

	B1
	0.201 
	0.287 
	0 
	0 
	0 
	0 
	0 
	0 
	0.157 
	0.127 
	0.106 
	0.206 

	B2
	0.165 
	0.106 
	0 
	0 
	0 
	0 
	0 
	0 
	0.096 
	0.059 
	0.063 
	0.052 

	B3
	0.154 
	0.127 
	0 
	0 
	0 
	0 
	0 
	0 
	0.072 
	0.140 
	0.156 
	0.068 

	C1
	0.054 
	0.036 
	0.072 
	0.031 
	0.037 
	0 
	0.081 
	0.081 
	0 
	0 
	0 
	0 

	C2
	0.044 
	0.043 
	0.039 
	0.022 
	0.043 
	0.081 
	0 
	0.159 
	0 
	0 
	0 
	0 

	C3
	0.041 
	0.060 
	0.030 
	0.088 
	0.061 
	0.159 
	0.159 
	0 
	0 
	0 
	0 
	0 

	D1
	0.098 
	0.088 
	0.094 
	0.056 
	0.104 
	0 
	0 
	0 
	0.000 
	0.242 
	0.146 
	0.111 

	D2
	0.073 
	0.105 
	0.078 
	0.089 
	0.078 
	0 
	0 
	0 
	0.178 
	0.000 
	0.163 
	0.134 

	D3
	0.130 
	0.083 
	0.111 
	0.120 
	0.138 
	0 
	0 
	0 
	0.110 
	0.069 
	0.000 
	0.129 

	D4
	0.040 
	0.065 
	0.079 
	0.097 
	0.043 
	0 
	0 
	0 
	0.085 
	0.062 
	0.064 
	0.000 

	Sum
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1


	Table 19: Limiting super matrix

	
	A1
	A2
	B1
	B2
	B3
	C1
	C2
	C3
	D1
	D2
	D3
	D4

	A1
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 
	0.128 

	A2
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 
	0.181 

	B1
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 
	0.124 

	B2
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 
	0.063 

	B3
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 
	0.079 

	C1
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 
	0.033 

	C2
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 
	0.032 

	C3
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 
	0.040 

	D1
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 
	0.092 

	D2
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 
	0.088 

	D3
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 
	0.087 

	D4
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 
	0.055 

	Sum
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1


Conclusions
As shown in Table 19, (A2) Ex post costs, (A1) Ex ante costs and (B1) Research and Development (R&D) Intensity have the three highest weights, 0.181, 0.18, and 0.124, respectively. On the other hand, (C1) The degree of interdependency or resource sharing between the MNE and subsidiaries, (C2) The degree of autonomy of subsidiaries, and (C3) Internal Mimicry Entry resulting from historical norm carry the three lowest weights, 0.033, 0.032, and 0.04, respectively. One may delete some of the indices with low weights and redo the entire process.
In Table 4 shows (E6) - Wholly-Owned Subsidiaries in Thailand and (E2) - Joint Ventures in Vietnam are two highest final scores, 0.63 and 0.60. Normalize the final scores by the highest score 0.63, one would observe the normalized scores. The largest three scores, 1.0, 0.964, and 0.938 seems very close. One may modify some of the data in Tables 3, 13, and 17 to have the sensitivity for the final ranking of the entry modes. 
This paper has presented a multiple criteria decision-making model incorporating a feedback mechanism to aid in the selection of entry modes for companies entering a foreign market using Saaty’s Analytic Network Process as a foundation. ANP offers a selection structure that allows judges to evaluate entry modes in a consistent manner. This study found that the ANP model approach was indeed a promising methodology to assist in selecting an entry mode for entry into a foreign market. 
This paper consider two countries only with five entry modes. For the cases of there are several countries under consideration, two phases approach is suggested. One may perform the ANP in the first phase to evaluate those countries only. In the second phase, the five entry modes or more could be evaluated by ANP. This two-phase approach would reduce the possible number of combinations from countries and entry modes for selection. 
We use computer software Excel-Microsoft Office to compute the data. Each pair comparison in the steps uses a spreadsheet. The control matrix and initial-super matrix are generated by copy the weights that computed in every associated spreadsheet. Excel computes the data instantly for considerable large problems. The author would like to share the software as requested through the shown e-mail address.
This model employs the transactions cost approach and the institutional approach. Resource-based explanations may also be added to the ANP entry mode selection model. The model could be applied to other problems with qualitative characteristics for group-decision making. The newwork expression, as shown in Figure 2, is subject to modified as the decision group’s consensuses. 
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