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A: Introduction  
• Internationalization process 

• Uppsala Model  

• Experiential knowledge  

• Explicit knowledge – transfer 

• Incremental Commitment 

• Psychic distance  

• Bounded rationality 

• Network theory  

• Not an investment but a process; 

Commit – exp. Knowledge, further 

commit, more knowledge 

• Low PD → Higher PD  

• Bounded rationality – can’t acquire & 

process all info needed  

• Relevant to work in interconnected 

network economy 

• Experiential knowledge 

• Risk averseness of 

managers  

• Learning perspective  

 

 Levitt 1983 

• Globalization of 

markets 

 

 • Standardization  

• Economies of scale 

competition 

• Ignore differences 

• Homogeneous preferences 

• Scarcity  

• Homogeneous global village 

• Develop standardized, high-quality 

global products and market these by 

standardized advertising, pricing and 

distribution 

• Treat world as flat – benefit from 

standardization 

 

• Homogeneity in preference 

• Preferences for standardized 

products if price is lower + 

quality is higher than 

current preferred local 

products 

• Scarcity; more for less 

money 

• World is flat  

 Why the world isn’t flat 

• Ghemawat video  

 • Semi-globalization 

• Integration – not fully  

 

 

• Over-estimating globalization 

• Technology facilitating globalization but 

in a small degree; not connected across 

globe  

• Bridges/barriers cannot be ignored  

• 10 % presumption; levels of 

internationalization across 

industries  

 

 Hollensen 2012 – CH 1: 

• Global marketing  

 • EPRG framework  

o Ethnocentric 

o Poly centric  

o Region centric 
o Geocentric  

• Glocalization 

• De-globalization  

 

• Ethnocentric; domestic focus 

• Poly; adaptation for each market 

• Regio; adapt across continents, 

standardize within  

• Geocentric; global product with local 

adaptation  

• Glocalization: think global act local 

• De-globalization; Each market is special 

with own culture/religion 

 



 Johanson & Vahlne 1977 

• Knowledge 

development 

• Increasing 

commitment 

 

 • Establishment chain 

• Objective knowledge 

• Experiential knowledge Market 

knowledge 

• General knowledge 

• Market commitment 

• Risk-taking 

• Objective = taught 

• Experiential = not transmitted 

• Direct relation between market 

knowledge & commitment  

• Market experience = Hire local sales 

manager  

• Experiential knowledge leads to higher 

risk taking, more commitment over time  

 

• Experiential knowledge is 

vital for internationalization 

process 

• As market knowledge 

increases based on 

experience = commitment 

increases  

• Learning through gradual 

internationalization 
 Johanson 

&Wiedersheim-Paul 1975 

• 4 Swedish cases 

• internationalization 

 

 • Establishment chain 

• Psychic distance 

• Market commitment 

• Experiential knowledge 

• Learning  

• 4 firms following the establishment 

chain to large extent 

• production started in a country after 

having sold via agent or subsidiary prior  

• When firms had gained experience of 

setting up and managing subsidiaries, 

they developed policies of market 

through subsidiaries in some of the firms  

• Sandvik & Atlas  

o Agent - PD → Passer på learning  

o Subsidiary – mk. Size 

• Volvo & Facit 

o Agent – MS 

o Subsidiary – PD  

• firm develops in domestic 

market + 

internationalization is a 

consequence of incremental 

decisions 

• obstacles; lack of 

knowledge + resource 

o reduced through 

incremental decision-

making + learning 

about markets 

• Lack of knowledge + risk 

averseness (PD) → export 

to neighbor countries 

• Establishment chain 

 Weerawardena, Mort, 

Liesch & Knight 2007 

• Born global firms 

 

 • Accelerated 

internationalization 

• Dynamic capabilities 

 

• Learning perspective doesn’t explain 

born global  

• Market knowledge insufficient to 

explain BG 

• Knowledge explains market entry but 

there is no representation of a pre-

internationalization phase 

• Rapid globalization without any 

preceding long term domestic or 

internationalization period  

• CEO + knowledge is important 

• Less risk averse  

• Managers less risk 

averseness   

• Global mindset of CEO 

• Dynamic capabilities  

• Market knowledge can’t 

explain BG because of rapid 

globalization  

• Learning doesn’t fit  

 



 Anderson 1986 

• Modes of entry 

Transaction cost 

 

 

 

 

• TCA 

• Bounded rationality  

• Opportunism  

• Free-riding potential  

• Trans. Specific asset 

• External uncertainty  

• Internal uncertainty  

• Internalize – Equity  

• We look at costs related to control, 

flexibility and risk within entry modes 

• When TCA – need for higher control – 

internalize through equity entry modes – 

this secures long-term efficiency & 

minimization of TCA 

• Internalization is needed when; 

o Transaction specific asset 

o Ext. uncertainty – combined with 

3 other factors  

o Internal uncertainty (cannot assess 

performance of internal agent) 

o Free-riding potential  

• Bounded rationality and 

opportunism (asymmetric 

info) – why TCA exists  

   

C: 

Internationalization 

 

   



• Network: 

o Does not say anything  

  

Pan & Tse 2000 

• Hierarchical modes 

 

 

 
• Decision making 

• Hierarchical process  

• Non-equity vs Equity  

• Export, contracts vs. JV, Subs 

• 1. Decision starts between equity vs. 

non-equity modes – macro-level factors  

• 2. Lower hierarchical level- micro 

factors 

o Contract terms, HR, distribution 

channels etc.  

• Non-equity; 

o Exports vs Contractual agreement 

▪  License, alliance  

• Equity mode  

o EJV vs. Wholly owned subs: 

▪ Majority, minority 

▪ Greenfield, acquisition  

o Industry factors matters; High 

advertising intensity + asset 

turnover = Equity mode 

• Managers have limited 

analytical capacity – 

bounded rationality; cannot 

assess all modes at the same 

time / level → Non-

systematic approach  

• Circumstances that are 

suitable for greenfield differ 

dramatically from those that 

call for indirect export – too 

different to be compared at 

the same level  

  

Shaver 2013  

• Need more entry mode 

studies? 

 

 • How to advance in research 

field 

• We do not need any more entry mode 

studies because they all result in the 

same 

• How to advance; 

o Describe what firms should be 

doing instead of what they do 

o If you want to e.g. study the 

benefits of acquisition mode, you 

compare it with other modes 

o Understand that modes are 

interdependent 

▪ What I did previously & in 

another market defines what I 

will do next 

o Assess the effect of restricting the 

study to only analyzing few of 

many entry modes – we don’t know 

the consequence (if any) 

• Getting the same results 

won’t advance the research 

field  


