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ABSTRACT 

In this paper, we undertake an extensive literature review on full control or shared control 

entry mode where foreign market entry mode choice is treated as the international strategic 

decision of interest. There are three reasons behind selecting entry mode to discuss the impact 

of interorganizational network on the decision making process by TMT. Firstly, entry mode 

decisions depend on resources provided by the firm’s network. Secondly, existing studies 

have considered only the microfoundational perspectives of the TMT in implementation of 

macro level decisions of the firm. This study aims to bridge the gap between micro and 

macro level of analysis. Finally, interorganizational network has largely been ignored in the 

entry mode study, but effective formulation and implementation of strategy by the TMT is 

contingent on the interaction between internal and external environment, through networks. 

Followed by taking stock of literature we proposed a conceptual model with probable 

moderation effects of network variables on the relationship between TMT characteristics and 

entry mode choice. Network variables include size of the network of each firm, density of ties 

in the network, and centrality of each firm in the firm. 

Keywords: Network Theory, Top Management Teams, Entry Modes 

INTRODUCTION 

Study of upper echelons is important because of its significance for the international presence 

and strategy of the multinationals (Sambharya, 1996). Top management teams (TMT) are the 

valuable, rare, inimitable, and non-substitutable resource of the firm and it is all the more 

important for them to know about the international context in which the firm operates 

(Athanassiou, 1995). Existing research has connected TMT’s knowledge of the foreign 

market to international strategies of the firm, by incorporating TMT demographic details. 

However, the causal linkage between TMT and internationalization remained inconclusive. 
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Researchers found positive relationship between TMT demographic characteristics and 

internationalization (Tihanyi,Ellstrands, Daily, & Dalton, 2000; Carpenter & Fredrickson, 

2001). Negative relationship has been confirmed by Wally and Becerra (2001), and yet the 

causal linkage concerning TMT heterogeneity has been found to be irrelevant by Tihanyi et al 

(2000). Reconciliation of the results has been attempted by introducing contextual factors and 

reconfiguring the linearity of causal relationship to non-linear (Carpenter & Fredrickson, 

2001; Lee & Park, 2006; Jaw & Lin, 2009).  

The implicit assumption in the existing studies is the firms share a similar structural position 

in the interorganizational network. There is a need to consider network in international 

business research since competition at global level is steered by the networks, blurring the 

boundaries of the firm (Parkhe, 2011). We argue that the interorganizational network 

moderates the impact of TMT on the international strategic decisions and performance of the 

firm.  

In this paper, we undertake an extensive literature review on full control or shared control 

entry mode where foreign market entry mode choice is treated as the international strategic 

decision of interest. There are three reasons behind selecting entry mode to discuss the impact 

of interorganizational network on the decision making process by TMT. Firstly, entry mode 

decisions depend on resources provided by the firm’s network (Dikova & Brouthers, 2015). 

Secondly, existing studies have considered only the microfoundational perspectives of the 

TMT in implementation of macro level decisions of the firm. This study is aimed to bridge 

the gap between micro and macro level of analysis. Finally, interorganizational network has 

largely been ignored in the entry mode study, but effective formulation and implementation 

of strategy by the TMT is contingent on the interaction between internal and external 

environment, through networks (Shipilov & Danis, 2006). Followed by taking stock of 

literature we proposed a conceptual model with probable moderation effects of network 

variables on the relationship between TMT characteristics and entry mode choice. Network 

variables include size of the network of each firm, density of ties in the network, and 

centrality of each firm in the firm. 

PRIOR STUDIES ON ENTRY MODE 

Firms enter foreign markets using various strategies. Typically, foreign market entry modes 

include licensing, exporting, and direct investment (Root, 1994). Collectively, foreign market 

entry modes can be defined as “an institutional arrangement that makes possible the entry of 

a company's products, technology, human skills, management, or other resources into a 

foreign country” (Root, 1994). Entry mode choices are popularly regarded as strategic choice 

of the firm. From the extant research, it is apparent that the entry mode research has evolved 

over time. The wave of entry mode research initiated during 1980s, gaining peak popularity 

during late 1990s and early 2000s. The existing research can be explained as comprising of 

antecedents or determinants of entry mode choices, classification of entry mode choices, firm 

performance following an entry mode choice, moderators influencing the relationship 

between determinants and entry mode choice, and the context of the study (Figure 1). 
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Figure 1: Framework of entry mode studies 

For the context of the study different home and host countries are primarily considered. The 

early studies concentrated on developed economies where both the home and host countries 

have been predominantly United States. Some of the studies have also used West Europe and 

Central and Eastern Europe as the context of the studies. Therefore, the early studies 

developed and extended research on entry mode typically from the developed economy 

perspective. Towards the end of 1990s, when the Asian economies started to open up, China 

became an important context of study both in terms of businesses entering China, and 

Chinese companies entering the foreign markets. With the advent of the dragon 

multinationals China became a fertile ground to study a different breed of multinationals 

which expanded rapidly. Towards, the end of 2000s, studies shifted their focus to developing 

economies. In line with the real world, this was the time when Asian businesses started to 

feature in and top the Fortune 500 lists. Studies were also carried out on African companies 

from Egypt and South Africa as an inclusion in the emerging economy context. Emerging or 

transition posited to be a significantly different context for study because, multinationals 

entering these markets have to adapt strategies to the local market to mitigate the risks due to 

market imperfections (Meyer, 2001). In addition to home and host countries, industry types 

have also proved to be a significant contributor to the various contexts. There are abundant 

studies which reflected the difference between manufacturing and service industries. Even in 

service industries, hard and soft services have been used as entry mode study context. This 

has led to call for the generalizability and applicability of entry mode choices in 

manufacturing set ups to service set ups. Studies have also combined the industry variations 

along with country variations. Due to the variations in the context of studies, there has been 

conflicting results on the determinants of entry mode choices and their performances. To 

address these confusions, authors have come up with different moderating effects to 

understand the influence of the determinants on the entry mode choices of the multinationals.  
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Antecedents or determinants of the entry mode can be categorized into individual factors, 

firm level factors, industry levels factors, and country level factors (Luo, 2001). Individual 

level factors include managerial skill and characteristics which reflects on how they influence 

the decision maker to decide on a particular entry mode. These factors include demographic 

characteristics of the manager and perception of various risks and rewards. Firm level factors 

include various characteristics of the MNEs like product diversification, international 

experience, time of entry, asset specificity, kind of international strategies pursued by the 

firm e.g. multi-domestic or global, perceived risks and benefits, organization skill, size and 

age of the firm, and other firm specific resources and capabilities. Industry level factors 

include type of industries, intensity of competition, industry concentration, environmental 

uncertainties, stability in demand and other factors. At the country level, factors which are 

found to influence entry mode decision comprise of country level risk and benefit, customer 

preference, market potential, growth rate, institutional development, national level 

uncertainties, transition versus developed markets, currency value, cultural distance, 

government interference, and political instability. All these factors have impacted the 

multinational’s entry mode decision at various levels and also for various types of modes.  

The entry mode choice is customarily a trade-off between control and cost of resource 

commitment (Anderson and Gatignon, 1986). According to Anderson and Gatignon (1986) 

control is determinant for both risk and return. Based on this, entry modes can be full control 

or shared control, and equity versus non-equity modes. Popular shared control modes are 

joint venture (JV) and contracts. Full control modes are wholly owned subsidiaries (WOS) 

which are further classified as establishment modes of Greenfield versus acquisition. Non-

equity modes include licensing and exports, and rest of the entry modes which require share 

of equity like JV and WOS falls under equity modes. Each of the entry modes is different 

with respect to the benefits and costs. The trade-off in entry mode decision is also supported 

by Hill et al (1990) and introduced dissemination risk, as the third trade-off factor in addition 

to control and resource commitment. With respect to the three legs of trade-off, three 

variables impacting the entry mode choices are strategic, environmental, and transactional 

which results in variation of control, resource commitment, and dissemination risk 

respectively. With respect to the benefits accrued, the variables influencing entry mode 

decisions are categorized as Ownership, Locational, and Internalization advantages (Agarwal 

and Ramaswami, 1992).  

Previous research has dealt with the influence of the factors at various levels in determination 

of entry mode choices.  In one of the early studies, Wilson (1980) has used MNE 

characteristics influencing the decision to form wholly owned subsidiary versus acquisition. 

According to the study, firms with high product diversification, limited foreign experience, 

have invested in developed country, and recently gone abroad prefer acquisition over 

establishing a wholly owned subsidiary. Additionally, firms which aspire to make relatively 

small investments in high growth and high uncertainty market, have high technical intensity 

prefer Greenfield (Brouthers and Brouthers, 2000). Also, firms which internationalizes at a 

fast rate also prefer acquisition. These studies also provide evidences of the influence of 

cultural factor in propensity to acquire. National culture affects the choice of entry modes by 
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shaping the perception of managers regarding costs and uncertainties of entry modes (Kogut 

and Singh, 1988). Considering the country level variables of cultural distance and uncertainty 

avoidance Kogut and Singh (1988) finds greater the cultural distance between the home and 

host countries, firms prefer JV or Greenfield over acquisition, and the result also applies for 

greater uncertainty avoidance attitude towards the nature of work. However, if the market 

potential is high even if the investment risk is high, service firms would prefer exporting or 

enter into JV. Differences between home and host countries firms also account for different 

entry mode choices. High control modes are preferred when there is synergy between the 

entrant and the existing firm (Kim and Hwang, 1992). At the industry level, when the 

industry is highly concentrated, multinationals are found to prefer wholly owned subsidiaries 

over JV and licensing. In fact, entry in a sector characterized by high concentration is 

rewarded with gain in market share and high profits (Pan et al., 1999). In a concentrated 

industry firms prefer Greenfield more than acquisition since there can be few targets, target 

firms can be large in size, or it is altogether difficult to acquire the firms due to other industry 

level obstacles (Elango and Sambharya, 2004). In the case of Japanese investors, Greenfield 

is preferred mode of entry to US market when the product has to be manufactured or if the 

size of the operation is small (Hennart and Park, 1993). But acquisitions are adopted when 

the industry growth is either very high or very low. Firms also prefer alliances with foreign 

partners when the industry investment risk is high, the market has growth potential (Cui and 

Jiang, 2009), or it facilitates operation in a particular host country (Tse et al., 1997).  

The choice of entry mode is contingent on firm-specific resources and capabilities (Ingham 

and Thompson, 1995). High control entry modes are generally preferred when there is high 

asset specificity, or the target market has high growth potential (Chen and Hu, 2002; 

Demirbag et al., 2008). For firm level factors, nature and composition of skill has a major 

influence on the direct investment establishment modes of acquisition versus Greenfield. 

Organization skill provides a unique competitive advantage to the firm in terms of absorption 

and utilization of existing knowledge through learning by experience. A firm’s reliance on 

organization skill leads to selection of acquisition or takeovers as entry modes. Technical 

skill, on the other hand, related to “innovation based on own investment in R&D”. 

Consequently, opulence in technical skill leads to choosing Greenfield investment (Anderson 

and Svensson, 1994). It was also found that firms following international JVs have a different 

company profile in terms of size and multinational involvement than firms forming WOS 

(Chan, 1995). Contrary to the previous result on organization skill and preference of 

acquisition, in Chan’s (1995) study, it was found that large firms with many foreign affiliates 

prefer JVs over full control mode. Tacit issues like motivation for capability generation, 

value based consideration, or risk diversification also leads to selecting collaboration as entry 

mode (Madhok, 1997; Luo, 2001). Entry modes are also partially influenced by the firm’s 

strategic fit and strategy intent. A firm would form wholly owned subsidiary if it follows 

global strategy, faces severe competition, or have asset seeking purposes (Cui and Jiang, 

2009).  The persistence of the establishment modes and the ownership structure of the foreign 

ventures also depend on various firm specific and with country specific factors, one them 

being cultural distance (Barkema et al., 1996). In their paper, Barkema and others (1996) 

assert that firms benefit more from previous experiences in the same country as they could 
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successfully reduce the cultural barriers through organizational learning. This notion is also 

supported by Padmanabhan and Cho (1999) that firms emphasize more on prior experiences 

of the firm in relation to full or shared control entry mode than on general international 

experience. If the general international knowledge is not related to the host country, 

Greenfield is likely to be followed; acquisition is followed when location-specific 

experiences are available (Dow and Larimo, 2009). Drawing on this, Chang and Rosenzweig 

(2001) and Swoboda et al (2015), consider that experience shape the entry modes to a large 

extent. Chang and Rosenzweig (2001) found that competitive advantage, international 

experience, and cultural distance are only important for the first entrants. The experience 

gained by the first entrants shaped the decisions of subsequent entries. The experience gained 

helps the firms to acquire local knowledge and reduce the level of perceived uncertainty, 

which in turn might also result in transformations of shared control modes to full control 

modes (Puck et al., 2009). Hence, there is the need to understand the link between 

performance and entry mode. In this spirit, Nitsch et al (1996) found, for Japanese firms 

investing in Western Europe, Greenfield performed better than JVs, and acquisition obtained 

a mixed response. Preference of Greenfield by firms which has high multinational experience 

is also supported in other studies. The choice between the Greenfield and acquisition is 

partially contingent upon the firm-market relatedness (Lee and Lieberman, 2010). Within 

business domain, firms follow acquisition to exploit the untapped potential, outside business 

domain acquisition is used to expand and explore possibilities. However product 

diversification follows an inverse U shaped relation with formation of Greenfield 

establishment (Barkema and Vermeulen, 1998). But this propensity also reduces as the firm 

gains multinational experience, which makes them more aware of the perceived risks and 

benefits. Level of perceived risk negatively correlated to control and resource commitment in 

the foreign entry modes (Ahmed et al., 2002). Performance of various entry modes is also 

determined by the order of entry in the overseas market. Pan et al (1999) claim the time gap 

between entries is also responsible to garner higher market share and profitability. 

Profitability and market share tends to accrue more to the early entrants and firms which are 

large in size and have high efficiency (Pan et al., 1999). Firms are found to perform better 

when they follow entry mode as predicted by the underlying theories (Brouthers, 2002; Chen 

and Hu, 2002). Performance of foreign affiliates is shaped by the entry modes and the 

experiential learning (Belderbos, 2003). Extending the internalization theory, Buckley and 

Casson (1998) built a model encompassing different kinds of equity and non-equity based 

entry mode choices by drawing distinction between investment in production and investment 

in distribution facilities. They posit that if the transaction cost of intermediate outputs in both 

production and distribution is high, vertical integration in the form of international JVs is 

desired. Full control modes like Greenfield is preferred in case of high asset specification and 

high cost of trust (Buckley and Casson, 1998; Sun, 1999); but contrary to Madhok (1997), 

Buckley and Casson (1998) asserts that in case of high cost of learning, firms would prefer 

acquisition instead of collaborative modes. Also, at high and low levels of competition in the 

host market Greenfield is preferred and at intermediate levels acquisition is preferred (Müller, 

2007). Using institutional theory approach, Yiu and Makino (2002) show that institutional 

forces influence entry mode choice by inducing isomorphic pressure on the decision makers. 

These isomorphic pressures vary across countries with respect to the regulative and 
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normative domain, and across firms through variation in cognitive limit of the decision 

makers. Therefore, the isomorphic pressures operate at external level (host country) and 

internal (within the parent firm) levels (Davis et al., 2002). The strategic business units or the 

wholly owned subsidiaries tend to have strong influence of internal isomorphism, while 

export, JV, and licensing are more susceptible to external pressures.  

Various country level factors contribute to the choice of entry modes. These determinants 

differ between developed and developing countries and also among developing countries 

(Bhaumik and Gelb, 2005; Johnson and Tellis, 2008). At the country level, cultural distance 

has been an explanatory variable for choice over shared control or full control entry modes. It 

is widely accepted that high cultural distance leads to selection of shared control entry modes 

like JVs (Agarwal, 1994; Brouthers et al., 1998; Sun, 1999). However the relationship is also 

weakened with the degree of multinationality of the investing firm (Agarwal, 1994). On the 

contrary, when multinationals enter developing countries, increase in cultural distance 

decreases the propensity for acquisition or JV (Bhaumik and Gelb, 2005). In fact, JV is 

preferred when the entrant firm seeks intangible resources, and acquisition is preferred when 

tangible resource is sought. Small firms perform better in emerging markets, as they are 

flexible to adapt quickly to the rapid environment changes; however more openness in the 

market leads to more competition as the market is accessible by many firms (Johnson and 

Tellis, 2008). As Meyer et al (2009) puts it, in developing countries, the level of institutional 

development and need for local resources directly affects the entry strategies. Firms face 

difficulty in achieving legitimacy while entering countries with relatively weaker institutions, 

since the rules are not clearly laid; thus resulting in low resource commitment entry modes 

(Hernandez and Nieto, 2015). Levels of government intervention through policies and 

economic environment in the host country also influence the entry mode strategies and 

whether they will enter with a partner (Tse et al., 1997; Sun, 1999; Luo,2001). A high level of 

host government intervention and high levels of uncertainty prompts the firms to take up JV 

(Luo, 2001). Firms from countries with national culture representing high levels of 

uncertainty avoidance, perceiving high levels of contractual risks in host country prefer full 

control modes; however high levels of investment risks and low levels of uncertainty 

avoidance translates to choosing shared control modes (Brouthers et al., 1998; Brouthers, 

2002). However, the success of shared control modes partially owes to absence of language 

barriers (Lopez-Duarte and Vidal-Suarez, 2010). Also, large host countries receive more 

acquisition than the smaller ones which hardly receives any foreign direct investments 

(Eicher and Kang, 2005). Perceptions about the local institutions and governance play a 

major role in the country level determinants of entry modes and overcoming the liability of 

foreignness (Bhaumik and Gelb, 2005; Uhlenbruck et al., 2006; Dikova and Witteloostuijn, 

2007).  

Despite so many studies on entry modes, there have been problems of generalizability of 

entry mode choices between manufacturing and service firms (Ekeledo and Sivakumar, 2004; 

Blomstermo et al., 2006). Entry mode choices in service firms are based on behavioral 

uncertainties, trust, and asset specificity (Brouthers and Brouthers, 2003). Full control is 

preferred when the asset specificity is high and so is the uncertainty related to environment 
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and behavior, whereas under the same situation manufacturing firms would select JV. Based 

on a primary study of service firms in US, Erramilli (1991) claimed the relationship length 

and scope of international experience and desire for control of entry modes is claimed to 

follow a U shaped relation. At low level of international experience, firms tend to choose 

culturally similar markets but at high levels of experience, they tend to prefer distant markets. 

It was also evidenced that the length of the firm’s international experience is a determinant of 

entry modes. On the contrary, scope of the international experience was found to influence 

the choice of foreign markets.  Therefore, firm’s ability to venture in foreign markets is 

constrained by their international experience. Larger service firms with high levels of 

international experience prefer full control modes (Brouthers et al., 1998).Additionally, size 

of the firm, ability for product diversification, and country specific variables also impacts the 

choice between exporting, JV, sole venture, licensing, or no involvement (Agarwal and 

Ramaswami, 1992). Comparing the country specific investment and contractual risk, firms 

with ability for product diversification prefers sole venture than contractual mode as is the 

case for firms without the ability for product diversification. This result also supports 

Wilson’s (1980) study. However for firms entering foreign market for after sales service, tend 

to adopt cooperative or shared mode when the country risk is high with fluctuations in 

demand (Morschett et al., 2008). Given the peculiar characteristics of service firms with low 

capital intensity and inseparability of production and consumption, Erramilli and Rao (1993) 

attempted to upgrade the transaction cost framework of entry mode choice. They explored 

how service firms chose between full control and shared control entry modes.  

Various factors lead to selection of shared control entry modes in service firms, which are at 

times different from the manufacturing firms. According to Erramilli and Rao (1993) Shared 

control entry modes are preferred when the country risk is high. Also when the nature of 

service is inseparable and characterized by low asset specificity shared control modes of JVs 

are preferred. In order to reconcile the conflicting results on foreign market entry mode 

choice of the service firms, Ekeledo and Sivakumar (1998), classified services as hard and 

soft. They had taken a contingency perspective to understand the moderating effect of home 

and host country parameters on the differences in choice of entry modes by soft and hard 

service firms. The entry mode choices reflect lesser involvement as the distance between 

home and country increases, political instability persisting in the host country, the host 

market is highly competitive, or the economic infrastructure is less developed. In case of 

choosing non-equity entry modes between contracting and franchising, greater competitive 

advantage of the entrant firm, availability of investment partners, and availability of 

managerial staff in the host country leads to contracting (Erramilli et al., 2002).  

Entry mode studies are also gaining strength in understanding the entry modes used by the 

resource constraint small and medium (SME) firms. International market orientation leads to 

choosing high resource commitment entry modes by the early internationalizing new ventures 

(Ripolles et al., 2012). The decision for early internationalization, therefore, depends on the 

attitude of the SME decision makers to commit to advanced modes (Game and Apfelthaler, 

2016). Using eclectic theory Brouthers et al (1996) found the applicability of ownership and 

locational advantages in the selection of entry modes similar to that of large multinationals. 
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For these young firms, organizational capability offers better explanation of the mode choices 

than transaction cost or stage theories (Burgel and Murray, 2000). The decision of exporting 

is typically a trade-off between the available resources in terms of information requirement, 

distribution channel and the kind of support required by the customer. Non-equity modes are 

typically considered when there is low asset specificity, lack of internal control mechanism, 

high environmental uncertainties; whereas equity modes are proposed when the asset 

specificity is high, firms possess internal control mechanisms, and environmental uncertainty 

is low (Brouthers and Nakos, 2004).  

From the existing literature, disagreements on factors leading to entry modes are evident. The 

conflicting result is either because of diverseness of the factors or due to methodological 

issues. These differences are partly due to the fact that the factors have been studied in 

isolation, due to omitted variable, underspecified measurement model, or the way the 

variables are measured. Entry mode choices are a trade-off between risk and return. Certain 

factors are which predominantly equivocates the results are international experience, 

motivation for foreign entry, and perception of the risk and return at firm, industry, and 

country level. Firms perceiving higher risk prefer both full control and shared control entry 

modes. Prior experience also similarly advocates full control at the first entry and shared 

control at subsequent entries or vice versa. However, factors like synergy between home and 

host countries, high industry concentration, and high asset specificity directs towards full 

control entry modes. Entry mode decisions are hierarchical in nature. At a higher level of 

abstraction, the decision between equity and non-equity entry modes is affected by the macro 

level factors. But as the decision goes down the hierarchy to selection among various equity 

modes or non-equity modes, micro level factors become stronger predictor than macro level 

(Pan et al., 1999; Pan and Tse, 2001).  

PRIOR STUDIES IN TMT AND ENTRY MODE 

The micro level factors determining the entry modes have received less attention than the 

observable macro level or intermediate level factors. One such important influencing factor is 

the top management team (TMT) of the firm. Entry mode choices are strategic decisions of 

the firm which is taken under the supervision of the upper echelons. Also, studies have shown 

that TMT composition affects the pace of internationalization, formation of international 

alliances, and scope of geographic diversification. All these aspects, in turn affect the entry 

mode choice of the firm as well. Therefore, one should also look into how they affect the 

foreign market entry. As a firm expands internationally, the need to augment tacit knowledge 

becomes crucial for the TMT.  Knowledge creation occurs through greater involvement of the 

TMTs in the overseas market through face to face interaction (Athanassiou and Nigh, 2000). 

The level of influence TMT has on the international strategic decision is widely studied in the 

form of demographic characteristics of the TMT. TMT composition affects the global posture 

of the firm in terms of interdependencies on various foreign entities (Carpenter and 

Fredrickson, 2001). The diverse the team is more skills and information network they have 

which helps in managing complexities. International experience accumulated through various 

assignments affect the international diversification decisions of the firm (Sambharya, 1996). 

International experience translates to accumulation of relational capital with the foreign firms 
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which helps in easing subsequent negotiations (Lee and Park, 2008). International exposure 

of the TMT is positively associated with the international alliance formation; and this 

relationship is strengthened under environmental uncertainty (Lee and Park, 2008). 

International experience of the TMT is also found to mitigate the reduced firm profitability 

due to increasing cultural distance during international expansion of the firm 

(Hutzschenreuter and Horstkotte, 2013). Their experience in core functional areas results in 

less international strategy changes (Wally and -Becerra, 2001). On studying the experience of 

newly elected CEO and theory choice of foreign entry mode between JV, acquisition and 

Greenfield, Herrmann and Datta (2006), older CEO successor with greater firm experience 

favor JV over Greenfield. This kind of CEOs develops cognitive orientation that leads them 

to select less risky and less resource intensive entry modes. However, CEOs who have 

experience in throughput functions preferred acquisition. With greater international 

experience, CEOs preferred full control mode over shared control of JV. However nationality 

diversity of the TMT members was found to be linked to shared control entry mode (Nielsen 

and Nielsen, 2011). In addition to international experience, full control entry modes are found 

to be preferred when compensation of the CEO is tied to long term performance (Musteen et 

al., 2009). The perception of risk and return in selecting entry mode choices are driven by the 

TMTs. With international orientation, the perception of host country risk is due to cultural 

differences in reduced (Piaskowska and Trojanowski, 2014). As we have seen that the level 

of diversification of the domestic firms affects the entry mode choices in internationalization.  

On one hand, as TMTs international experience bolsters the relationship between 

diversification and internationalization, on the other hand, their political connections weakens 

this relationship (Lu et al., 2014). Competitive advantages obtained from political 

connections are location-specific and therefore difficult to be transferred to international 

context.  

Foreign entry modes are one of the initial steps in increase the degree of internationalization 

of the firms. Despite their strategic importance, few studies have been carried out. Moreover, 

studies which are related to TMT composition and international diversification of the firm 

also provide conflicting result. Heterogeneity of the TMT in terms of low average age, high 

tenure, and high levels of nationality diversity, education heterogeneity, and functional 

background are all positively related to international diversification. On the other hand, in 

some studies, these variables find no support to explain international diversification. 

Moreover, average age, functional heterogeneity, and organization tenure is also negatively 

associated with internationalization in some studies. Reconciliation has been attempted using 

both contextual variables and proposing curvilinearity among the dependent and explanatory 

variables. However, mixed results still persists.  We also find that in order to explore the 

knowledge creation and process of taking entry mode or international strategic decisions, 

overemphasis has been put on experiential knowledge represented with international 

experience. However, it is also required at the same time, to look into how other demographic 

variables of the TMT composition affects the entry mode decisions.  

 

11



In this section, we have discussed the theories which are commonly used in research 

concerning the impact of TMT in the internationalization strategies and outcomes of firms. 

Essentially, we have compared the advantage and disadvantages of each theory in explaining 

the phenomena of firms going overseas.  

Upper Echelon Theory: 

According to upper echelon theory, strategic decisions and organizational outcomes are 

partially influenced by the managerial background of the upper echelons, who comprise the 

dominant coalition in the firm (Hambrick & Mason, 1984). Background of the managers 

shapes their cognitive and value orientation which impact interpretation of assumptions, 

alternatives, consequences of alternatives, and future events. Upper echelon theory is based 

on measuring the cognitive and value orientation of the managers through their demographic 

factors.  

Multinational firms’ objective of becoming a truly transnational depends on “global 

competitivess, multinational flexibility, and worldwide learning” (Sambharya, 1996). Firms 

can achieve internationalization when interpretations of TMTs are internationally oriented 

and free from home country biases. Their belief and value system enables TMTs to develop 

international outlook, which gets reflected in the dominant logic of the firm. International 

strategic decisions are considered to be risky and complex (Tihanyi et al., 2000). Riskiness 

and complexities arises owing to information asymmetry and uncertainties due to differences 

in the home and host countries. Therefore, top executives are expected to have information-

processing capabilities to consider and analyze maximum possible alternatives. The 

demographic factors representing the socio-cognitive capacities of the executives indicate the 

level of information processing, adaptability to changes, open mindedness (Herrmann & 

Datta, 2005). Accordingly, entry mode studies employing upper echelons theory try to 

establish how executives create a “construed reality” based on their background and 

experiences which helps in weighing the complexities and risks associated with foreign 

market entry, consequently settling for an entry mode choice.  

Upper echelon theory has been criticised since it treats the linkage between TMT 

demographic factors and organizational outcomes as a “black box”. By using demographical 

approach it does not deal with the intervening processes of how TMT demographic factors 

impacts the firm level outcomes (Lawrence, 1997; Aharoni, Tihanyi, & Connelly, 2011).  

Upper echelon theory uses demography approach as proxy to measure complex psychological 

constructs like values, belief systems, preferences of the managers which are otherwise 

difficult to measure and validate reliably due to their ambiguous nature of interpretation. Use 

of only demographic variables in studying diverse subjective concepts and linking it to 

organizational outcomes undermines variation in value and impact of the subjective concepts 

(Lawrence, 1997). Studies employing upper echelons theory also do not consider the 

organizational or environmental context hence ignoring the contextual influences (Nielsen, 

2009). It is important to incorporate the context since firms and managers are constrained by 

their environment. Interaction between cognitive constructs of the executives and external 

environment influences strategic decision making process (Shephard & Rudd, 2014).  
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Studying the organizational or environmental context contributes to the understanding of 

managerial decision making process by analysing variations in decision making heuristics 

(Aharoni et al., 2011). The external environment of the firm is formed by the 

interrelationships with external entities, interaction with which shape the bounded rationality 

of its executives. In this manner relational ties of the firms and executives impact the choice 

of strategic alternatives. However, upper echelon theory misses incorporating the process of 

inducing variability in managerial perception due to differences characterised by the 

interdependencies.  

Agency Theory: 

Agency problem arises when there is separation of ownership and control (Fama & Jensen, 

1983). In an agency relationship there is contract between one or more persons, called 

principals, who delegates work to another person, the agent, working on principal’s behalf 

and hence decision-making authority is provided to the agent to an extent (Jensen & 

Meckling, 1976). The classical agency problem arises when there is conflict in objectives of 

principal and agent, and when it is costly for the principals to monitor the agents (Eisenhardt, 

1989).  

In case of entry mode studies, there are chances of agency problem since in foreign entry 

mode decisions are characterized by uncertainty stemming from information asymmetry. 

Board of directors acts as both control mechanism for the executives so that they do not take 

decisions which would reduce their own personal risks at the cost of shareholders, or board 

can facilitate risk-taking abilities by their knowledge of foreign country operations (Lai, 

Chen, & Chang, 2012). By implementing monitoring mechanism, board can prompt 

executives to adopt riskier strategies and develop tolerance to ambiguities in international 

commitments which will lead to more resource commitment and hence preference for full 

control entry mode (Lai et al., 2012). Additionally, board can also implement its advisory role 

by helping the executives with its own experiences in gauging the risks and uncertainties of 

foreign market investments. Compensation in the form of stock options is another way to 

induce risk-taking abilities of the managers which leads to higher equity ownership in 

international joint ventures (Hou, Li, & Priem, 2013). 

The unit of analysis, in agency theory, is the ex-ante contract governing the agency 

relationship (Eisenhardt, 1989). However it is difficult for the principal to make complete 

contracts beforehand due to information asymmetry regarding future events. In a way, agency 

theory does not consider alternative ways of reducing agency costs like incorporating human 

behaviour, development of trust, (Cuevas‐ Rodríguez, Gomez‐ Mejia, & Wiseman, 2012). 

Existing studies using agency theories show incentives as a way to reduce agency problems, 

both in case of board of directors and managers. However, even if incentives are high, risks 

of information asymmetry might still persist. Agents or managers can take steps to increase 

their own compensation which might actually be harmful for the shareholders. Agency 

problems can also transcend firm’s boundaries, and spread among other stakeholders (Jensen 

& Meckling, 1976). Despite the basic tenet that agency problem is likely to surface where 

there is separation of ownership and control; agency theorists are only concerned with 
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shareholders. It obscures involvement of agents in managing non-economic relations with 

other interest groups like customers, vendors, institutions, and partners which in addition to 

economic benefits, contributes to social benefits (Cuevas‐ Rodríguez et al., 2012). Thus, it 

completely ignores the interdependencies of the firm with other entities which might serve as 

an implied monitoring mechanism apart from the shareholders. Agency theory even does not 

acknowledge the relational aspect of principal-agent relationship (Wiseman, Cuevas‐

Rodríguez, & Gomez‐ Mejia, 2012). Instead, it portrays an “undersocialized view of human 

behaviour” that both principals and agents are driven by self-interest and works 

independently without being affected by the relations in the social context (Lubatkin, Lane, 

Collin, & Very, 2007). However, the context manifests in the form of norms and sanctions 

(Granovetter, 1985) resulting in an evolutionary system of governance mechanism (Zahra, 

2007). The underlying psychological and social impact of the social ties between executives 

and firm constituents are, therefore, largely been ignored by agency theory (Westphal & 

Zajac, 2013).  

NEED FOR SOCIAL NETWORK PERSPECTIVES 

Networks recognize the social relations for organizational and interorganizational affairs. 

Firms cluster due to several reasons which influence adoption of various strategies and 

actions (Salancik, 1995). Organizations enter into ties to “manage uncertainties and satisfy 

their resource needs” (Gulati & Gargiulo, 1999). Networks, due to existence of 

interdependencies, confer power by facilitating or restricting resource mobilization and 

preservation. Social network perspective helps to analyze the characteristics of the system of 

actors, entire stakeholder structure, and their impact on the firm (Rowley, 1997). It gives a 

more holistic view of the impact of interactions among the firm. 

Social network perspective primarily acknowledges the interdependence of actors and the 

influence of their network positions on opportunity recognition and subsequent actions 

(Wasserman & Galaskiewicz, 1994). It moves beyond firm level or individual level attributes 

to considering relational data and pattern of relationships in the network. Till date, extant 

literature has used agency theory and upper echelons theory to explore the role of TMT in 

entry mode choice of the firm. But the contribution of the social context in which the firm is 

embedded in has been insignificant. The variability in the psychological process resulting in 

variation of perception of the decision makers influenced by the interaction with external 

interest groups is missing in the literature. Literature based on agency scholarship portrays an 

undersocialized and self-interest motivated view of the decision makers, which might not 

represent the real world scenario. Integrating social network perspective with the extant 

literature will give richer insight since it draws from a system of actors and not attributes of a 

particular level of actors as is the case in agency theory or upper echelons theory.  

The multinational firm interacts with partners, customers, distributors, suppliers, competitors 

etc., and this interaction process is based on the nature and context of interaction and 

characteristics of the parties involved (Whitelock, 2002). The structure, composition, and 

content of ties in the external network of the firm facilitate internationalization by allowing 

entry into the foreign markets through relations with various actors (Ojala, 2009). For 
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entering into a foreign market, networks helps in choosing the entry modes. By its power of 

internalizing (Gulati & Gargiulo, 1999), networks provide information repository to the firm 

which the executives use to decide whether collaborative modes would bear better partners 

than wholly owned subsidiary. Thus networks also help the firms in reducing their liability of 

foreignness (Hilmersson and Jansson, 2012).  

While agency theory looks into a single kind of relationship between managers and 

shareholders, with single aim of maximizing shareholders’ wealth; social network 

perspectives looks into the whole system of relationship concerning external ties of the 

executives and firms (Refer Figure 1). These interrelationships influence organizational 

behaviour and outcomes through the composition, structure, and content of ties. Relational 

ties in the network present an alternative approach to monitoring instead of contracts in 

agency literature. Networks act as monitoring mechanism depending on the level of 

interaction and interdependencies among the actors. With high level of interactions, intimate 

and reciprocal relations emerge which leads to increase in trust and commitment. Evolution 

of shared norms, authority and provision of sanctions also takes shape which mitigates the 

risk of opportunistic behaviour. Investment in these social relations by both firms and 

executives results in formation of social capital which has further positive implications for 

the firm (Lin, 1999). In this way, social network perspective addresses the agency problem, 

not only between the managers and shareholders, but also encompassing a whole system of 

stakeholders. Social network perspective also provides the platform where the dynamics of 

principal-agent relationship change. By recognizing multiple stakeholders, an agent in one 

relationship can be the principal in a different relationship. Thus, it addresses the dual role of 

principal-agent as well.  

Synthesizing upper echelons theory with social network theory has the potential to advance 

our understanding of the “black box” of TMT and entry mode linkage (Refer Figure 1). 

Upper echelons literature assumes that knowledge gained through involvement with other 

firm is irrelevant for strategic decision making. In contrast, social network perspective 

indicates how relational ties of firms and executives influences the socio-cognitive 

orientation of the executives which further shapes the “construed reality” and hence adoption 

of strategic alternatives. Upper echelons theory acknowledges that with variation in 

executives, their strategic alternatives also vary (Hambrick, 2007). Interorganizational 

network presents such strategic context which might induce variability in the executives and 

the available strategic alternatives. In their interaction with network partners, executives gain 

knowledge of the environment earlier and take actions accordingly. In this way, social 

network perspective adds to the understanding of upper echelons theory by providing a 

context in which the observable characteristics of the TMT members interact with the 

external environment and link it to organizational outcomes.  
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Figure 2: Limitations of existing theories in TMT-Entry Mode literature and contribution by SNP 

Social network perspective can complement the contribution of upper echelon theory and 

agency theory in the role of TMT in entry mode choice in four ways (Refer Figure 1). First, it 

leverages on the interfirm relationships which provides a distinctive organizational capability 

by enabling the executives to integrate internal and external resources (Lorenzoni & 

Lipparini, 1999).  The ability to integrate resources and knowledge helps TMT in assessing 

whether to go for a full control or shared control entry mode. Second, structure of the 

network of interfirm ties addresses the mobility of information and resources which impacts 

who gets them early and the extent of novelty and redundancies attached to them (Burt, 

2000). Network structure also facilitates “constrained agency” which leads to subsequent 

change in network dynamics in the favour of the focal firm (Gulati & Srivastava, 2014). With 

respect to international business, the TMT can appraise their position in the network in order 

to achieve competitive advantage from foreign market entry. Opportunities provided by the 

position of the firm in the network and through density of ties explain the propensity to 

collaborate (Ahuja, 2000). Therefore, the interfirm ties act as strategic source for value 

creation (Zhou, Zhang, Sheng, Xie, & Bao, 2014). Third, composition of the network 

assesses the differences in attributes of all those partner firms which make up the 

environmental context in the relational ties of the firm. Ties with network partners promote 

internationalization and selection of potential entry modes by providing the initial contact and 

resources (Coviello & Munro, 1995). Therefore attributes of the partner firms is necessary to 

learn of the level of commitment, potential opportunities, and impact on organizational 

actions. Finally, content of ties acknowledges the intention to create interrelationships 

depending on economic or social benefit seeking motivations thus throwing light on 

16



multiplexity of ties (Lizardo & Pirkey, 2014). Overall, social network perspective administers 

a lens to address the dynamism of contextual influences on firm and its executives. 

CONCEPTUAL MODEL 

The conceptual model is developed to study the moderating effect of network variables on the 

relationship between TMT-Entry mode choices. TMT demographic variables included in the 

theory development are international experience, tenure of TMT members in top management 

positions of the focal firm, and national origin of the TMT members. Entry mode choices 

considered are shared control (Joint venture-JV) vs full control (Wholly owned subsidiary-

WOS). Network variables studied for moderating effect are size of the network, density, and 

centrality.  

International Experience: 

Experiential knowledge has been regarded as important for expansion of firm in 

geographically distant markets (Johanson and Vahlne, 1977). Due to complexities and 

uncertainties surrounding international market entry, various international strategic decisions 

are considered to be risky. Extent of riskiness is eased in the presence of prior knowledge and 

experience (Nielsen and Nielsen, 2011). Experience gained in a different country among 

different tradition and culture impacts the cognitive orientation of the managers, and changes 

the perception of risk regarding foreign operations (Herrmann and Datta, 2005). Such 

managers are also better equipped to assimilate various cultures to their own culture. The 

abundance of international exposure facilitates first hand exposure to threats and 

opportunities in the international market, thus reducing the risks of uncertainty and bridging 

the psychic distance between countries (Sambharya, 1996). Also, due to the overseas 

assignments, the managers might make contacts and establish networks which help in future 

international investments (Tihanyi et al., 2000). Such managers get better access to 

information and through their interaction with foreign entities can garner important insights 

of the international market (Herrmann and Datta, 2005). Managers with inadequate 

international experience are likely to overstate risks of venturing overseas and feel less 

confident in the abilities and decision (Herrmann and Datta, 2005). Such managers tend to be 

reluctant towards greater international involvement. More the members of the TMT 

comprising of international experience, more is the ability to process information and 

evaluate various alternatives of foreign market entry. Thus, international experience of the 

TMT might be involved with preference of higher international involvement and hence select 

FC entry mode over SC.  

Proposition 1: International experience is positively related to preference of WOS. 

A multinational firm is embedded within network of ties with other firms. The impact of 

international experience of TMT is likely to be affected by focal firm’s interaction with other 

actors in the network. Interorganizational network of the multinational firms constrains and 

facilitates various operations in tandem with the firm specific resources. Lee and Park (2008) 

argue international experience of the TMT is positively related to international alliance 

formation, which is more pronounced under high environmental uncertainty. Firms have been 
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found to seek information from their network partners to reduce uncertainty and influence 

adoption of various practices and decisions (Beckman and Haunschild, 2002). Therefore, 

international experience of the TMT alone is not sufficient enough to explain the entry mode 

choices of the firm. Network partners are claimed to be more influential information sources 

than other sources (Haunschild and Beckman, 1998). As Beckman and Haunschild (2002) 

argue, network partners affect firm’s decision through their experiences, for example in a 

board interlock network, experiences of directors in other companies will affect their current 

decisions (Davis, 1996). Even if the firm has TMT heavy in international experience, the 

attributes of the firms it is connected to and the overall structure of the network are likely to 

induce or impede the entry mode choices. Heterogeneity in network partners result in high 

quality decisions as firms learn from the experiences of their partners as well (Beckman and 

Haunschild, 2002). When the multinational is connected to a large number of firms, it is 

likely to have access to a larger set of information sources which eases the process of rational 

decision making. Under such circumstances, the relation between international experience of 

the TMT and choice of FC entry mode is likely to be more evident.  

Proposition1a: Proposition1 will be weaker as the size of interfirm network increases. 

The success of internationalization depends on the extent to which the firm is able to exploit 

its external resources which the network presents (Chen, 2003).  Once the firm is able to 

leverage its external resources and improve its position, it positively impacts on its 

internationalization (Chen, 2003). Since internationalization decisions are risky, Chen (2003) 

suggests it is important that the network partners feel value in committing to the relationship. 

This commitment can be based on trust and reciprocity. Firms which enjoy a central position 

in the network get better access to information and also receive quality information at the 

appropriate time (Sharma and Blomstermo, 2003). Additionally, firms which are able to 

maintain large number of weak ties also receive unique and non-redundant information and 

are better placed than their competitors. Weak ties, in addition to providing novel information 

are also less costly to maintain as compared to strong ties (Sharma and Blomstermo, 2003). 

Due to availability of unique and novel information, comparatively faster than rivals, firms 

would have better knowledge of the collaboration partners. The quality of information and 

advantage a firm receives due to its connections with other firms can be better judged by the 

network position of the adjacent firms.In this case, eigenvector centrality, which measures the 

“celebrity status” of the focal firm, will better evaluate the importance of the firm based on 

the centrality of adjacent firms (Bonacich, 2007). Therefore, as the eigenvector centrality 

increases, a multinational is more likely to prefer SC entry mode.  

Proposition1b: Proposition 1 will be weaker as the firm’s centrality increases in the 

interfirm network of domestic firms. 

In the interfirm network, as the density of ties increases, the firms are exposed to access more 

tacit knowledge. However, it has been known that density in the network prevents acquisition 

of novel information; at the same time enhances absorptive capacity (Gilsing, Nooteboom, 

Vanhaverbeke, Duysters, and van den Oord, 2008). Dense networks are characterized by 

trust, shared norms and authority (Gilsing et al., 2008), which leads to closure of the network. 
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Closure of the network facilitates sanctions due to which risks of opportunistic behavior 

reduce and level of trust increases (Coleman, 1988), thus, promoting resource preservation 

and promotion (Lin, 1999).  

From the above discussion it can be seen that,   dense network both limits access to novel 

opportunities and facilitates resource sharing and preservation. Due to this, for a firm which 

has dense domestic network, it is unlikely to have access to reliable information of foreign 

market. Moreover, there will be risk of opportunistic behavior by the foreign partner, due to 

no or low level of shared norms, authority, and sanctions. Even though a firm might have 

presence of TMT members with international experience, still the resources of the firms are 

well developed to function in the domestic network due to its density. In this case, the TMT 

might be useful in evaluating the prospects of foreign entry, but may not be supportive of an 

international joint venture since firm-specific resources are not competent enough to function 

in a joint venture with a foreign partner. In sum, this leads to our next hypothesis. 

Proposition 1c: Proposition 1 will be stronger as the firm’s density increases in the 

interfirm network of domestic firms. 

Nationality diversity and choice of entry modes: 

The differences across national cultures impacting the configurations and operations of 

organizations, has long been identified.  National culture bears itself on the basic values and 

cognition of the people and hence the executives (Hofstede, 1994; Hambrick et al., 1998). 

National origin reflects the formal and informal institutional environment of a country and 

hence shapes the deciphering and perceptions of uncertainty in the environment (Nielsen and 

Nielsen, 2013). Culture and values pertaining to a particular country gets imbibed in a person, 

where one spends one’s formative years, become inherent traits. Therefore, it is important to 

study nationality diversity, more so in case of multinationals where multinational teams exist. 

In a multinational team, each member will tend to behave in their idiosyncratic ways which 

might affect the overall functioning of the group (Hambrick et al., 1998). Nationally diverse 

teams would increase the range of possibilities by bringing in their knowledge and experience 

from various cultural and institutional set ups (Nielsen and Nielsen, 2013). Therefore, they 

are expected to be better at solving strategic issues characterized by complexity and 

uncertainty by utilizing the informational diversity (Haas and Nuesch, 2012). Additionally, 

team members from various nationalities can increase the opportunities of the firm with the 

help of their broader network of partners and overseas contacts (Pham, 2016).  Presence of 

foreign nationals in the TMT of the multinationals can be due to several reasons. Executives 

from different nationalities are employed when they match with the strategic orientation of 

the firm, requirement of human capital, or international orientation of the existing TMT and 

board (Nielsen and Nielsen, 2010).   

The national diversity of the TMT is likely to be helpful in case of international strategic 

decisions, as the members can debate over various possibilities based on their knowledge and 

experience (Nielsen and Nielsen, 2011). International joint venture as entry mode choice is 

characterized by complexities owing to different cultures (Barkema and Vermeulen, 1997), 
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difficulty in controlling (Geringer and Hebert, 1989), different management styles etc. 

Drawing from Nielsen and Nielsen (2011), multinational TMT are more adept in handling 

these difficulties since they already have experience in working in a different cultural setting, 

in addition to the wide range of information and experience they bring to the table. This helps 

in better analysis of risk and return from the joint ventures. From the above discussion, it can 

be concluded that  

Proposition 2: Nationality diversity is positively related to preference of joint venture 

over wholly owned subsidiary. 

Firms operate through the logic of exchange in an interorganizational network which shapes 

the source of opportunities and constraints (Uzzi, 1996). The structure and content of 

interfirm network has been known to influence social and economic actions of the firm. 

Interfirm ties are based on trust, transfer of unique information, and involvement in solving 

problems (Uzzi, 1996). Uzzi (1996) further mentioned that trust facilitates transfer of critical 

resources and information. Information exchange in the interfirm networks provides such 

tacit information also which is unavailable in arm’s length transaction. Through the ties, 

efficiency of problem solving increases through involvement of the partner firms. Network 

resources are an important source of competitive advantage for firms (Ahuja, 2000). More the 

numbers of connections a firm has, more is the propensity to pool knowledge and ideas and 

build competencies (Tang et al., 2008). Hence, the position of the firm in the domestic 

network is a determinant of internationalization strategies, since it influences firm’s ability to 

mobilize resources (Chen and Chen, 1998). Firms rely on resources available in national 

network for their overseas operation (Chen and Chen, 1998). Firms would try to modify 

resources in order to maintain and develop network by adapting to the interdependent 

operations to have better fit. Therefore, for a firm which has large domestic network, an 

international JV will be difficult since its resources might not bring synergy. Despite presence 

of nationally diverse TMT members, the existence of a large domestic interfirm network is 

likely to impact the decision of international JV negatively. Exchange of resources and 

information relevant for foreign market might become difficult to obtain. Hence, the 

following hypothesis can be proposed from the above discussion: 

Proposition 2a: Proposition 2 is weaker for focal firms having larger domestic network. 

In the interfirm network, as the density of ties increases, the firms are exposed to access more 

tacit knowledge. However, it has been known that density in the network prevents acquisition 

of novel information; at the same time enhances absorptive capacity (Gilsing et al., 2008). 

Dense networks are characterized by trust, shared norms and authority (Gilsing et al., 2008), 

which leads to closure of the network. Closure of the network facilitates sanctions due to 

which risks of opportunistic behavior reduce and level of trust increases (Coleman, 1988). It 

also promotes resource preservation and promotion (Lin, 1999).  

From the above discussion it can be seen that,   dense network both limits access to novel 

opportunities and facilitates resource sharing and preservation. Due to this, for a firm which 

has dense domestic network, it is unlikely to have access to reliable information of foreign 
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market. Moreover, there will be risk of opportunistic behavior by the foreign partner, due to 

no or low level of shared norms, authority, and sanctions. Even though a firm might have 

presence of nationally diverse TMT, still the resources of the firms are well developed to 

function in the domestic network due to its density. In this case, the TMT might be useful in 

evaluating the prospects of foreign entry, but may not be supportive of an international joint 

venture since firm-specific resources are not competent enough to function in a joint venture 

with a foreign partner. In sum, this leads to our next hypothesis: 

Proposition 2b: Proposition 2 is stronger as focal firm’s density increases in the 

domestic interfirm network. 

Centrality reflects the strategic position of the firm in the network. Firms which have an 

increased level of centrality have access to wider diversity of resources and information. Due 

to their central position they receive new information faster than other actors in the network 

who are less central (Gnyawali and Madhavan, 2001). They receive superior information 

regarding others motives and behaviors. They also enjoy power and respect since many firms 

desire to be connected to it (Ibarra, 1993). Therefore, the central firm enjoys a competitive 

position in the network and can take any competitive action faster than its rivals who do not 

have a central position (Gnyawali and Madhavan, 2001). Their access to a wider range of 

assets enables them to take wide range of competitive actions. Due to these reasons, a central 

is better equipped to take risks and actions that will bolster their competitive position.  

A firm having a central position in the network along with a multinational TMT is likely to 

be well aware of the foreign market scenario and actions and motivations of foreign firms as 

well. Access to wider range of resources might enable them to achieve synergy in a joint 

venture with a foreign partner. Also, the experience and knowledge of nationally diverse 

TMT members can evaluate the partner firm effectively. Therefore, such firms would 

perform well in a joint venture since that would have other strategic implications as well. 

Connection to a foreign partner would strengthen their central position in the domestic 

network. They will have access to foreign firm’s resources as well and make themselves 

more competitive.  

Proposition 2c: Proposition 2 is stronger as focal firm’s centrality increases in the 

domestic interfirm network. 

 

Tenure and choice of entry modes: 

Organizational tenure of the TMT affects the perception of risk and maintenance of status 

quo, which in turn affects the organizational outcomes (Finkelstein and Hambrick, 1990). 

Team tenure is also suggestive of manager’s interaction with colleagues (Wiersema and 

Bantel, 1992). Long tenure in the organization can lead to status quo since the manager 

becomes comfortable with the organization’s routine and culture and starts believing in 

organization’s ways as the best possible way. They refrain from seeking information since 

that might change their belief of the organization, and hence avoid strategic change 
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(Hambrick and Fukutomi, 1991). Another effect of long tenure in TMT is development of 

“standardized ways of communicating” and increases homogeneity, eventually resulting in 

decreased interaction (Wiersema and Bantel, 1992).Therefore, long tenure leads to reliance 

on past experiences, commitment to status quo, and lack of adaptability. Having spent longer 

period of time in the organization, and in its various leadership roles, TMT members develop 

deeper knowledge of the organization and develop firm specific skills (Simsek, 2007). Due to 

avoiding adoption of newer strategies, these firms conform to the industry conventions and 

become risk-averse (Finkelstein and Hambrick, 1990).  

For long-tenured TMT, it might be difficult to engage in an international joint venture since it 

involves “double layered acculturation” compared to WOS, where the firm expands its 

boundaries to foreign market and adapt its culture (Barkema et al., 1996). Moreover, sharing 

resources in a JV, which might be critical, are likely to be deemed as risky by the firm since 

that might help the partner develop future competencies (Woodcock et al., 1994). Due to this 

reason, firms with long-tenured TMTs, who are risk-averse, may not prefer engaging in JV. 

Unlike WOS, in case of an international JV, both national and corporate cultures influence 

the focal firm. For setting up wholly owned foreign subsidiary, foreign experience is 

relatively less significant than for JV (Barkema et al., 1996). A firm will use full control entry 

mode like WOS when it will have the required resources in its possession since resource 

commitment is higher than shared control (Woodcock et al., 1994). Firm-specific skill and 

resource is one such resource which can be found in long-tenured TMT.  

Therefore, for setting up WOS, the firm needs relatively less information of the foreign 

national and organizational culture than JV. The organization culture and routine does not 

change considerably for WOS since there is no involvement of foreign partner like in 

international JV. Moreover, firms with long-tenured TMT have the unique advantage of well-

developed firm specific knowledge and skill which can be leveraged in the foreign markets. 

Therefore, long-tenured TMT is likely to find setting up WOS easier than JV. Drawing from 

the above discussion, the following hypothesis is proposed: 

Proposition 3: Tenure is positively related to wholly owned subsidiary 

For firms which have large domestic network, they have easy access to resources which are 

firm-specific. Moreover, as we have in the previous discussion, in order to maintain its 

interorganizational ties, firms adapt its resources to fit the network. In the absence of strong 

foreign interorganizational network valuation and acquisition of crucial resources through 

market mechanism might be expensive. Compared to acquiring resources in foreign markets, 

presence of a domestic network facilitates access to resources relatively easily. Since the firm 

might be transacting such resources within the market for a longer period of time, they are 

likely to be well acquainted with availability of resources. The very reason for which firms 

with a large domestic network, might be constrained for an international JV, is likely to 

facilitate establishment of WOS in the foreign market. Firms with long tenured TMTs along 

with an extensive domestic network would possess resources which are dominantly fit for 

smooth functioning of the firm’s operations. With such resource endowments, the firm is 

expected to perform better in the foreign market through WOS, since it is less flexible to 
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enter into a shared ownership with a foreign partner. It would also take less effort for the 

long-tenured TMT members in terms of adapting to foreign market. Due to this, firms may 

prefer WOS as foreign entry mode, since they have required resource endowment from their 

domestic network.  

Proposition 3a: Proposition 3 will be stronger for focal firms having larger domestic 

network. 

As we have seen in the earlier cases, density in a network leads to advantages of trust and 

resource sharing and preservation. Communication is more efficient in a dense network 

which results in better understanding of the environment (Rowley, 1997). Due to 

establishment of diffusion of norms, behaviors also tend to be similar in a dense network and 

so is the expectation of similar future behavior. It is also easier to form cooperative 

arrangements within a dense network. Given the properties of a dense network, a firm’s 

actions in a dense network will be different from a sparse network. Due to shared norms and 

high cohesion in a dense network, a firm might be under behavioral pressure to conform to 

network attributes and its actions will be scrutinized (Gnyawali and Madhavan, 2001).  

Thus, when the density of the firm’s domestic network increases, it is likely to be embedded 

in the domestic environment. It will have less access to unique source of information or 

resources. Hence, it is difficult to take a competitive action in a dense network. Nevertheless, 

all these disadvantages of network closure are supportive of firms with long tenured TMT 

members. Coupled with restraint to break the behavioral norm in a dense network, long-

tenured TMT members are also unlikely to support the change in competitive actions. They 

would be comfortable in continuing with the existent organization routines otherwise it would 

threat their paradigm of belief about the firm. Hence, for a foreign market entry, WOS is 

likely to be preferred since that would preserve the existent mechanisms of the firm and also 

conform to requirements of the network. This leads to our next hypothesis: 

Proposition 3b: Proposition 3 will be stronger as focal firm’s density increases in the 

domestic interfirm network. 

Having a superior position in the network of interfirm ties provides many advantages to the 

firm. Due to these advantages the firm can increase their range of strategic actions. Foreign 

market entry mode is also one such strategic decision which is likely to be influenced by the 

firm’s position in the network. Due to central position resource mobilization becomes easy 

for the firm and also it gains access to critical information, which encourages risk-taking 

(Ibarra and Andrews, 1993).  

Firms with long tenured TMT and a central position in the network are likely to prefer a JV 

over WOS in foreign market entry. Long tenured TMT members have better understanding of 

their firm and a superior network position helps in better access to information and resource. 

Therefore, the risk of uncertainty is reduced. Long tenured TMT members are known to be 

risk averse. Therefore, when the centrality of the firm increases in the network, they are more 

assured of availability of resources. In order to retain the central position the firm should 
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enhance its competitiveness. An international JV would allow that to happen by access to 

diverse set of foreign resources.  

Proposition 3c: Proposition 3 will be weaker as focal firm’s centrality increases in the 

domestic interfirm network.  

CONCLUSION 

We set out to address the contradictory findings regarding TMT and entry mode choice using 

network perspective. Followed by an extensive review of the literature we have suggested 

propositions implementing the moderating role of network variables on TMT entry mode 

choice relationship. By far this is the first attempt of reconciling the contradictory findings 

and thus we attempt to contribute to the literature. This is a work in progress version of the 

study. Further the elements of organization context and external environment need to be 

established. Subsequently we also plan to address how social context can be better predictor 

than economic contracts and its relation to upper echelons.    
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