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Abstract 
 

Previous researches on entry mode strategies have identified numerous factors which 
influence firms’ strategic decision for selecting foreign market entry modes and relative 
performance. The decisions involved in the foreign expansion are complex, requiring 
consideration of many factors. Firm-specific factors such as asset specificity, firm size, and 
international experience are critical factors which can influence a MNC’s capability exploitation 
and building in a complex foreign market. Firm-specific factors are related to the concept of 
transaction costs, in which the transfer of specialized assets between firms is impeded by market 
failures. Such failures necessitate the expansion of the firm in order to internalize the transfer.  

Though firms have an optimal choice relative to either a non-equity mode suchas licensing 
or an equity mode such as wholly owned subsidiary, the results of implementation of various 
strategic entry modes may have a major impact on the success of firms’ international operations. 
This study utilizes transaction costs approach as a conceptual basis to develop the framework for 
the hypothesis testing by investigating the findings in previous studies of the effect of 
governance structures on the choice of foreign market entry modes and relative performance.   

In addition, this study uses a cross-sectional, nonexperimental, descriptive survey to test 
hypotheses and measure the variables. The survey was mailed to 770 CEOs or presidents of 
small, middle-sized, and large US-based multinational companies. The results of this study will 
offer insight into the factors driving the choice of entry modes, which is an important aspect of 
firms’ decision-making processes and may influence firms’ capabilities for exploitation and 
foreign investment. In particular, the results should fill a gap in the literature on the 
interrelationships among the determinant variables that influence a firms’ entry mode choice and 
performance and aid multinational’s managers understanding and application of this knowledge 
to their strategic decisions for entry into foreign markets.  
 

 
 


