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Abstract

In a globalized world economy, it is more beneficial for companies to have
international activities because a larger group of customers can be served
(Hollensen, 2017). As the business environment is continuously evolving (e.g.
through enhanced transport systems), international active companies need to
constantly investigate whether their strategy for an international activity (e.g.
working with a local distributor) is the most appropriate or not and if not, to
efficiently switch to a new market strategy (mode switching). This decision-
making process of mode switching is considered as critical for companies
since finding the most appropriate strategy for an international activity results
in maximizing the profit of companies (Sachse, 2010).

A literature review process combined with a qualitative thematic analysis of the
selected studies have shown that within multinational companies (MNC) there
can be multiple simultaneous switching processes because MNC have a
global network of several international activities (Rezende, 2006; Hollensen,
2017). These simultaneous decision-making processes can be connected
within the network of the MNC and can impact each other (interdependencies).
One example of interdependence is that the used human resources for one
process are only available for a limited extent of a simultaneous decision-
making process (Rezende, 2006; Asmussen et al., 2009). Ignoring the
interdependencies of this network within MNC can result in increasing
complexity, costs and not using synergistic effects to raise the efficiency within
MNC (Rezende, 2006; Asmussen, 2009).

Using a single case study approach from a phenomenological philosophical
position, the mode switching process of one MNC has been investigated by
conducting 15 semi-structured interviews with managers of the decision-
making process and by documentation reviewing. This detailed and in-depth
analysis has led to the outcome of a new process model which illustrates three

set-ups for the decision-making process of mode switching within MNC
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including the interdependencies existing between multiple simultaneous mode

switches.
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1. Introduction

1.1 Introductory Comments

This chapter introduces the research topic and presents the structure of the
thesis. The thesis starts with introducing the research idea and with explaining
how the research problem came up that this study intends to solve. Afterwards,
the research aim and research questions are discussed, followed by the
objectives. Finally, the thesis structure is presented, and a short summary of
this chapter is given.

1.2 Background

The business environment and industries are continuously changing during
the last decades because of the globalisation of the world economy (Levitt,
1983; Hollensen, 2017). According to Levitt (1983) and Hollensen (2017) it is
more beneficial for firms to have international activities because customer
requirements and preferences become more homogeneous worldwide which
help firms to work more efficiently and to use economies of scale effects.
Therefore, companies are increasingly expanding in foreign markets through
internationalisation besides their domestic market because they intend to
benefit from the higher efficiency by using their existing resources more
profitability. The term international activity is defined as the trading of goods,
services, technologies or investments of a firm across the national borders of
its domestic market where the headquarter is established (Harzing & Van
Ruysseveldt, 2004). The importance of internationalisation for the world
economy and for the success of a company is shown by the estimated market
share of exports of the Gross Domestic Product (GDP) which was 29% for the
world economy in 2017 because approximately one third of the GDP is related
to the international activities of firms (Bank, 2019). Exports refers to the supply
of goods from a company across the national borders of its domestic market
(Harzing & Van Ruysseveldt, 2004). The remaining part of 71% of the GDP
refers to the supply of goods from the firms into their domestic markets. Figure
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1 shows the trend of the export market share of the GDP for the world economy
over the last decades (increased from 19% in 1990 up to 30% in 2018). This
figure shows the positive and increasing trend of the export market share of
the GDP, which is mainly caused by the reduction of trade restrictions, trading
barriers, investment barriers and the intention of single countries to open their
economy and to stop the isolation of their domestic market (Harzing & Van
Ruysseveldt, 2004). Additionally, the development of the mobility and global
transport systems have supported globalisation and internationalisation
(Lynch, 2009). Due to this positive trend, some countries have developed an
export orientation and their export market shares of the GDP are approx. 50%,
e.g. in Germany 2018 (47%), or even above 50%, e.g. in Netherlands (84,3%)
(Bank, 2019).

2 ra
e

World (1974)
17.246

1960 - 2018

Figure 1: Share of Export of the Gross Domestic Product of the World Economy
(Bank, 2019)

As a consequence, there are companies which have developed an
internationalisation orientation as well and have used several mode options of
working in a foreign country (Hollensen, 2017). The mode option is the market
development strategy that a firm is using to supply and service their customers
in a market (Sachse, 2010; Georgiou, 2014). There are different mode options,
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e.g. partnerships with distributors, international license agreements,
management contracts, local sales companies or subsidiaries in the foreign
market (Sachse, 2010). Entering into a foreign market with a mode option is
the first step of internationalisation of a firm (Hollensen, 2017) and therefore
important for this study that focuses on the management decision-making in

the transition of a multinational company’s internationalisation strategy.

Internationalisation is traditionally viewed as a process of business activity
defined by the Uppsala model as an incremental and gradual process of
organisational transition in their expansion to overseas markets (Hollensen,
2017). The core statement of the Uppsala model is that firms in practice begin
to internationalise in geographically closer countries to avoid uncertainty and
minimize risks (Rezende, 2006; Hollensen, 2017). Calof and Beamish (1995)
and Sachse (2010) extend this process driven view by illustrating the
importance of management decision-making within this progression. These
extensions of the Uppsala model demonstrate that the internationalisation
process evolved originally from the theory of decision-making (Calof &
Beamish, 1995; Sachse, 2010).

It is evident that internationalisation and the decision-making process behind
is influenced by many factors from the world economy, like increasing wealth
and significance of the emerging markets, the different growth prognoses of
the historically strong markets like Germany, USA and Japan in comparison to
the growth prognoses of China, India, Brazil, etc., the increasing penetration
of the world economy through the internet, the increasing networking through
the modern communication options, demographic changes, the increasing
complexity of the raw material supply chain and the upcoming budget deficit of
some countries like Greece (Reinhart & Rogoff, 2009; Roubin & Mihm, 2010).
Each of these changes and adjustments in a respective market or country can
be a starting impulse for a company to change its market development strategy
(mode option) in a respective market or country and to switch its mode option

to align its strategy according to the new environmental requirements. The
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term “mode switching” is defined as a change of a previous mode (market
development strategy) which was established in a respective market to
another mode option (Welch, Benito, & Petersen, 2007). For example, if an
existing external distributor is exchanged and a company is launching an own
subsidiary in the country. A survey from Sachse (2010) shows that 51% of 192
internationally active firms investigated have switched their entry strategy once
at least. Swoboda et al. (2010) and Picot-Coupey (2014) support this
perspective and acknowledge that the first choice of the market entry mode is
only the start of a firm’s international development and mode switching can

improve the performance abroad.

Academic literature surrounding mode switching is typically focused on the
analysis of one international activity across several companies (Asmussen,
Benito & Petersen, 2009). This typically involved a quantitative survey where
managers of different companies are interviewed or contacted via
questionnaires only regarding one international activity and the decisions
which were made for this international activity, e.g. which mode switches
happened and why these mode switches happened (Fletcher, 2011; Nan,
2013). This means that the international activity itself is explored. However,
according to Rezende (2006) there are multinational companies that typically
have several international activities which can be conceptualized as a loosely
coupled system with several internationalisation processes linked in a global
network. A multinational company is defined as a company that has facilities
and other assets in several foreign countries and a centralized headquarter in
its domestic market that typically coordinates the global management (Harzing
& Van Ruysseveldt, 2004). The previous studies and the literature around
mode switching with their focus on exploring one international activity of firms
do not consider the network of the global internationalisation strategy of a
multinational firm (Rezende, 2006). Due to this methodological approach the
influencing factors and links in a mode network of a multinational company

between countries and international activities and their effect on the mode
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switching process are missing from the existing literature (Rezende, 2006;
Asmussen et al., 2009). These mode switching processes which are running
in parallel at the same time (simultaneous) within the global network of a
multinational company can exert interdependencies regarding the supply chain
process (e.g. supply the countries from a regional hub), the brand awareness
(competition between subsidiaries in the same markets), costs (e.g. product
registration costs for specific regions), political factors (e.g. global sanctions if
a subsidiary offend an embargo), internal competition regarding resources
(e.g. which project receives the human resources), geographical factors (e.g.
exchange risks) and cultural factors (e.g. historical conflicts of several cultures)
(Albaum & Duerr, 2005; Rezende, 2006; Guenzi, 2011). Ignoring the
interdependencies within this network can result in increasing complexity,
costs, not using synergistic effects to increase the efficiency and finally that a
mode switch needs to be reversed due to a lack of success which causes the
inefficient use of resources (Rezende, 2006; Asmussen et al.,, 2009;
Hollensen, 2017). It is therefore essential to explore the interdependencies in
a global mode network of a multinational company and how mode switching is
influenced by them (Rezende, 2006; Guenzi, 2011) which contributes practical

and theoretical knowledge.

According to Drake and Heath (2011) practitioner researcher (research
conducted within the business life of a researcher) often starts from issues in
the workplace and may provide contribution to theoretical and practical
knowledge by bridging the gaps between theory and practice. My research
problem in the area of the decision-making process of mode switching within
multinational companies emerged by my role as an Area Sales Manager in the
Export Division of a multinational manufacturer of lubricants and was
stimulated by my daily business. In my role, | am usually at the receiving end
of the decision process regarding mode switches and responsible for
implementing the decision, which is made by a strategy team. In some cases,

the final decisions appear not to be justified, inconsistent or even irrational for
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the implementation team, because these decisions seem to follow the personal
interests and behaviours of the managers in charge as indicated by Calof and
Beamish (1995) who argue that the attitudes of executives often drive
internationalisation decisions and not economic factors. Next to this, in some
cases the interdependencies between simultaneous international activities
and the effect that one decision in an international activity can have on another,
are often not considered by the decision makers. E.g. that if the multinational
company decides to switch the mode in an international activity by launching
an own sales subsidiary, that this decision preserves human resources within
the multinational company which might be necessary for another mode switch
decision that coexists and consequently influences this simultaneous decision
process. This results in challenges and problems for the firm because some
decisions need to be reversed in the long-term which causes high costs due
to the lack of successes which is suggested by the survey results from Sachse
(2010) and by Hollensen (2017). The survey of Sachse (2010) demonstrates
that 95% of the investigated firms post mode-switching reported higher growth
in turnover and performance satisfaction in the short-term. But in the long-term,
the satisfaction of the performance improvement decreased after the mode
switch (Sachse, 2010). According to the firms, this is caused by an irrational
and lack of strategical mode switching process (Sachse 2010; Swoboda et al.,
2010). Consequently, mode switching is not in itself a prerequisite for success
and therefore, the understanding of the holistic mode switching process is
essential to contribute to business success and subsequently extend existing
knowledge because a wider knowledge about the process can avoid wrong
decision-making (Subramanian & Metin, 2009). This initiated the research
problem and the idea to investigate the decision-making process of mode-
switching within multinational companies with the main focus on the
interdependencies between simultaneous international activities and the

influencing factors of the decision-making process.
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The aim of this research is to understand the multinational firm’s management
decision-making process of mode switching, the influencing factors of the
decision-making process and the reason how these mode switching activities
occur. The study will develop a new process model to illustrate and explain
this business activity and expand the international management literature

base.

By achieving the research aim, this study will contribute theoretical knowledge
with a new process model by bridging the existing gaps in the current literature
body. This model contributes practical knowledge by supporting managers to
establish their decision-making process of mode switching within their
multinational company set-up in a transparent and consistent way or to support
companies which are on their journey to become a multinational company.
Following the guidelines of the developed model can help managers within
multinational companies to avoid increasing complexity, costs, not using
synergistic effects to increase the efficiency and finally that a mode switch
needs to be reversed due to a lack of success which causes an inefficient use
of resources. Next to this the model will help managers to find the most
appropriate mode option for a respective foreign market during the mode

switching process that helps to maximize the profit of a multinational company.

1.3 Research Questions and Objectives

To develop the process model of the decision-making process the following
research questions and objectives shall be achieved:

Research Questions:

What is the process of management decision-making for mode switching in a

multinational company’s international activity?

What are the interdependencies at play when decision-making processes for

mode switching occur simultaneously?
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How are the interdependencies of simultaneous internationalisation processes

managed within the decision-making process of mode switching?
Objectives:

Objective 1: To conduct a review of literature to position the research within
the current internationalisation and management literature and identify key

gaps where a meaningful contribution could be made.

Objective 2: To explore the process of management decision-making of mode

switching within a multinational company’s internationalisation strategy.

Objective 3: To determine the interdependencies and their role between

simultaneous decision-making processes of mode switching.

Objective 4: To build a process model of management decision-making for
mode switching which considers interdependencies of simultaneous

internationalisation processes within a multinational company.

1.4 Thesis Structure

This thesis has the following structure to achieve the research questions, aim
and objectives:

Chapter 1 is the introduction of the thesis, providing the reader the overview
of my idea and background of the research topic. Additionally, the | present my
research questions, the aim of the study and the objectives that | intend to

achieve.

Chapter 2 presents the literature review process of this thesis. It identifies and
discusses the key themes of internationalisation, mode switching and decision-
making in the existing literature body. As a result, the main gaps in the

literature are outlined and a conceptual framework for this study is developed.
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Chapter 3 presents the methodological approach and methods of this
research project by using the key elements and determinants of Saunders,

Lewis and Thornhill (2012) research onion.

Chapter 4 presents myfindings that | found in the data set of my semi-
structured interviews and the provided documents from the participants.
Additionally, the model of the simultaneous decision-making processes of

multiple mode switches in a multinational company is developed.

Chapter 5 discusses the research findings and the developed model.
Additionally, this chapter illustrates the research propositions and the
comparison of the model with the existing concepts, theories and approaches

of the literature body.

Chapter 6 closes the thesis and the research project by presenting the final
conclusions, revisiting the research questions, aim and objectives of the
research and explaining the contribution to knowledge of the key findings.
Finally, the research limitations and recommendations for future research are

presented.

1.5 Chapter Summary

This chapter has outlined an introduction of the research subject and has
introduced the dimensions of the PhD thesis by describing the research
problem on which basis the research questions, aim and objectives are
defined.

A lack of understanding regarding the complexity of the internationalisation
process and more specifically of the decision-making process of mode
switching within multinational firms was identified because the traditional
rational perspective of previous studies predominated by quantitative surveys
have not focused on the simultaneous nature and interdependencies that
occur between mode switching processes which are running in parallel and at

the same time within a multinational company. The overall research aim of the
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thesis is to close this gap and to develop a new process model to illustrate and
explain the business activity of decision-making for mode switching in an
international activity within multinational companies and expand the
international management literature base. Next to this the study intends to
contribute practical knowledge by providing managers a tool in the context of
their internationalisation process to avoid increasing complexity, costs, not
using synergistic effects to increase the efficiency and finally that a mode
switch needs to be reversed due to a lack of success which causes wasting

resources.
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2. Literature Review

2.1 Introductory Comments

The purpose of this chapter is to present the literature review process of this
thesis and to provide a theoretical underpinning as well as a conceptual
framework based on the findings of the literature. By using a qualitative
thematic analysis, the following key themes are identified and discussed,
internationalisation, mode switching and decision-making in the existing
literature body. The literature body and the respective studies were selected
through a systematic literature review process. Last but not least the identified
main gaps in the current literature body are outlined and discussed and a

conceptual framework is developed.

2.2 Purpose of Literature Review

A literature review is a reproducible method to develop a holistic and
comprehensive understanding of the existing body of recorded work written by
researchers, scholars and practitioners (Fink, 2014). The main purpose is to
build an underpinning based on findings of previous studies that enables a
researcher to synthesise his own research and ideas (Fink, 2014). The
purpose of the literature review of this research is to give the reader an
understanding of the existing literature body behind the decision-making
process of mode switching within mutlinational companies and to identify the

key gaps of the current studies in this research area.

In management research, Tranfield, Denyer, and Smart (2003) argue that a
literature review process is a key method to structure the amount of previous

works and to map the progress / development of the research area.

Generally, literature reviews are categorized in first generation reviews or
second generations (Bettany-Salitkov, 2012). The first generation reviews use
traditional approaches, also called critical or narrative reviews (Pope, Mays &

Popay, 2007). These reviews are a summary of single studies and their
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purpose is to tell a story which the reviewer wants them to, to provide
justification of the researcher’s own arguments and opinions (Bettany-
Salitkov, 2012). Due to the selectively nature, the narrative reviews may not
always content the most important literature on the topic and sometimes the
selected literature are biased, because the researcher selects and search the
respective studies according to his personal subjective opinion (Pope et al.,
2007).

In contrast the second generation reviews are more sytematic and follow
transparent and holistic approaches in identifying and selecting evidence and

previous works in the respective research area (Pope et al., 2007).

According to Pope et al. (2007) the main purpose of a systematic literature
review is to synthesize high quality evidence which includes the features in
Table 1.

Features of a systematic literature review

A review protocol to guide the review process
Holistic literature search with a pre defined search strategy
Critical evaluation of the evidence
Clear inclusion and exclusion criteria
Overt data extraction
Explicit analysis
Table 1: Features of a systematic literature review (Pope et al., 2007)

Fink (2014) argues that the systematic literature reviews follow a transparent
process and are more credible because they are based on more
comprehensive and holistic understanding of the research area without bias.

Similarly, Tranfield, Denyer and Smart (2003) support that a systematic
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literature review is the most efficient and high quality way for identifying,
analysing and evaluating the existing literature and previous works of a
respective research areas (Tranfield et al., 2003; Bryman & Bell, 2011; Fink,
2014).

The main purpose of this chapter is to carry out a systematic literature review
process for selecting the most valuable studies for this thesis. The analysis
and synthesis of the selected studies which is the last step of the review
process is done with a qualitative and inductive thematic analysis to find the
main themes about the decision-making process of mode switching which are
the theoretical and conceptual background of this research project. | will follow
the systematic literature review process suggested by Saunders et al. (2015)
to find and select the relevant literature for his research to ensure the credinility
and quality of the selected study. The analysis and synthesis of the content
and the data of the selected literature will follow a qualitative and inductive
thematic analysis approach which fits to my phenomenological position which
is outlined in chapter 3 of this thesis. Using this approach of conducting a
systematic literature review process for selecting the studies and analysing the
studies using a thematic analysis is suggested by the PHD thesis of Schroter
(2014). As recommended by Tranfield et al. (2003) the final outcome of this
chapter will be an initial conceptual framework of the existing intellectual area
of the decision-making process for mode switching in the context of

internationalisation.

2.3 Systematic Literature Review Process

| conduct a systematic literature review process for selecting the most valuable
existing studies in the literature body which help to answer his research
questions by opening his research to studies which might be beyond his
research area and networks (Saunders et al., 2015). According to Mallett et al.
(2012), systematic reviews have a high trustworthiness and credibility as a

greater breath of studies is included and because the researcher typically
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conducts the literature review more critically and considers the quality of the
selected research outcome. As objective one of this study is to conduct a
review of literature and to identify the key gaps of the current literature body in
a broad and wide research area of internationalisation and management
decision-making, there are many studies which could be of interest for this
project. The systematic literature review helps to manage the high amount of
possible studies in the research area and to select the most credible studies
for answering the research questions through purposeful selected inclusion

and exclusion criteria (Saunders et al., 2015).

Many authors (Tranfield et al., 2003; Pope et al., 2007; Saunders et al., 2015)
have defined a process to conduct a systematic literature review. The
systematic literature review process and its iterative manner can be illustrated
in a prism diagram as shown in Figure 2. Chapter 2.3 is structured according

to this described literature review process.

Review Questions and .
Objectives

Generating and Refining Key i
Word's

Analysis and Synthesis .

Figure 2: Prism diagram of the literature review process (Saunders et al., 2015)

The research questions and objectives are formulated based on the research
interests and research area, before the systematic literature review process
starts (Tranfield et al., 2003).
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During the process, the researcher identifies new ideas and topics which are
interesting for his / her research and therefore the previous defined review
questions, objectives must be redefined once the initial literature review is
finalized (Pope et al., 2007). Therefore, the systematic literature review
process is described as an upward spiral process with several iterative steps,

as visualized in Figure 3 (Saunders et al., 2015).

Written critical review
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%
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parameters
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Figure 3: The iterative literature review process (Saunders et al., 2015)

The review process as described by Saunders et al. (2015) should be repeated
throughout the whole research journey to ensure an up to date record of all

relevant studies (Bryman & Bell, 2011).

2.3.1 Review Questions and Objectives

Certainly, review questions and objectives should be clear and answerable.
According to Denyer and Tranfield (2009) the review questions and objectives

should additionally cover four elements as mentioned in Table 2.

33



PhD Thesis Mario Gehrlein

Elements Description

Context what is being studied (individuals,
relationships, institutional settings,

and systems)

Intervention what effects, actions, or activities are

being studied

Mechanisms the mechanisms that explain the
relationship between the

interventions and the outcomes

Outcome the effects of the intervention
Table 2: Elements for the review questions and objectives (Denyer & Tranfield, 2009)

The research questions set at the beginning of the thesis are repeated below

and are the foundation for the literature review process:

What is the process of management decision-making for mode

switching in a multinational company’s international activity?

What are the interdependencies at play when decision-making

processes for mode switching occur simultaneously?

How are the interdependencies of simultaneous internationalisation
processes managed within the decision-making process of mode

switching?
As discussed in previous chapter the research objectives are:

Objective 1: To conduct a review of literature to position the research
within the current internationalisation and management literature and

identify key gaps where a meaningful contribution could be made.
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Objective 2: To explore the process of management decision-making of
mode switching within a multinational company’s internationalisation

strategy.

Objective 3: To determine the interdependencies and their role between

simultaneous decision-making processes of mode switching.

Objective 4: To build a process model of management decision-making
for mode switching which considers interdependencies of simultaneous

internationalisation processes within a multinational company.

Evidently, objective 1 is the research objective which | intend to achieve with

his literature review process outlined in this chapter.

2.3.2 Define Parameters

Due to the large number of studies, especially within the business and
management research areas, a literature search without any restriction could
be very time consuming (Saunders et al., 2015). According to Fink (2014) there

are filters to screen studies.

Fink (2014) stresses several parameters in Table 4 which should be

considered as filters of a literature review (Table 4).

| selected the following parameters in Table 4 to conduct the systematic
literature review around the transition of multinational company’s

internationalisation strategy and the mode switching process:
Parameters Choice
Language of Publication English, German

Subject area and business sector Decision-making within the process

of mode switching and the search

35



PhD Thesis Mario Gehrlein

was carried out in the business,

marketing and management sectors
Geographical area Unrestricted
Time Frame Twenty years, 2000 — 2020

Date and duration of data Unrestricted

collection

Literature type Primary and secondary sources of
literature, specifically academic

journals, books and company reports
Table 3: Selected Parameters for the first filter of the systematic literature review

Selecting the English language is primarily based on practical issues and
because English is mainly used in academic journals in Europe and United
States of America. As German is my first language, | also include academic

journals written in German.

Choosing the “Decision-making within the process of mode switching” as a
subject area and business, marketing and management as business sector is
a logical selection based on the research questions and objective 1 of this
study.

As this research is about decision-making within the process of mode
switching, internationalisation and interdependencies between simultaneous
international activities of multinational companies, the research does not

restrict the literature review to limited geographical areas.

The first loop of the literature review process was conducted in 2018 but the
iterative loops were conducted during the whole research journey. It was

monitored if relevant further developments happened by establishing
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automatic email alerts if a new study of the research focus was published (Fink,
2014, Georgiou, 2014).

2.3.3 Generating and Refining Key Words

For generating data, the available electronic databases were mostly
undertaken because it is easier to search and filter the required studies for
selecting according to the inclusion and exclusion criteria (Saunders et al.,
2015). Due to the large amount of studies in the investigated research areas,
a careful selection of key words is required to identify the most relevant studies
for this research (Fink, 2014). According to Saunders et al. (2015) the key word
selection is an iterative process in which new key words are added and existing
key words are refined if relevant articles are identified during the review

process (Georgiou, 2014; Schroter, 2014).

Due to the purpose of this research, the first loop of the iteratirve process was
initialised by using the key phrase “mode switching process”. Based on the first
loop and the identified relevant studies, the key words in Table 5 were selected
to cover the research area after several iterations, because these key words
are mainly mentioned and get most attraction in the key words and abstracts
of the identified studies in the respective loops of the iterative process of

selecting the studies (Saunders et al., 2015).
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Key words for the systematic literature review

Mode switching

Internationalisation process

Second step of internationalisation
International Growth

Foreign market expansion

Global export strategy

Decision-making in Internationalisation
Interdependence in internationalisation process

Global mode network

Table 4: Selected key words for the systematic literature review

2.3.4 Conducting the Search

| followed the research strategy suggested by Tranfield et al. (2003) and
Saunders et al. (2015) because their strategies and approaches were used by
other research studies as well (Georgiou, 2014; Schroter, 2014). According to
Tranfield et al. (2003) and Saunders et al. (2015) the large amount of studies
in the field of management and business makes it useful and sometimes
necessary to conduct a “scoping study” before doing the full systematic
literature review, to build a first and preliminary understanding of the research
area. Therefore | conducted a “scoping study” using “mode switching process”
as key phrase and the business source complete (EBSCO) as electronic
database without any other restrictions. This first search produced 274 studies.
By going through the titles, abstracts and key words of the studies, it became
apparent that the selected research area of mode switching has several

themes that were focused by several researches. Finally, the first search
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revealed and this was suggested by the iterative loops of the systematic
literautre review (Tranfield et al., 2003) that the key words selected in the

previous section are adequate and cover the research area sufficiently.

For an electronic search via databases to find published studies, unpublished
studies, conference proceedings and internet, the following three internet data
bases, illustrated in Table 6 were used, conducting the systematic literature

review process and using the off-campus facilities of the University of

Gloucestershire because these databases were also suggested in other PhD
studies, e.g. in the study of Georgiou (2014) and Schroter (2014).

Data base Description

Business Source This database contains more than

Complete (EBSCO) 4000 full text titles, of which more than 1600
are peer reviewed. Some of the subjects
included in the database are management,

business, marketing, health and education.

Emerald Full Text More than 800 full text journals. The
subscription of this database was suspended
at the end of 2012 by the university and this
disabled the automated updates from this

database since

IngentaConnect More than 300 full text journals and other titles
contain abstracts. It is the world’s largest

resource for scholarly publications
Table 5: Internet data bases for the systematic literature review (Georgiou, 2014)

| used the key words selected in the previous section as Boolean operators in
the title and abstract of the internet data bases. This means that the journal,

study or article meets the criteria and is selected if the key word is mentioned
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in the title or the abstract of an article. As previously stated and as argued by
Fink (2014), a systematic literature review is following an iterative process of
defining, clarification and refinement. Table 7 shows a summary of the final
iterative loop of the electronic search that was finalized in November 2020 and
updated with additions received via email alerts from the selected data bases.
The table provides the numbers of studies that were selected according to the
matchs of the key words in their titles and abstracts.

Key Phrases Ebesco Emerald Ingenta Total

International growth 121 44 145 310

Internationalisation process 14 489 152 655

Second step of 95 195 12 302
internationalisation

Entry mode switching 274 26 13 313
Foreign market expansion 24 321 336 657
Global export strategy 242 93 335 670
Decision-making in 89 128 80 297
Internationalisation

Interdependence in 85 53 29 167
internationalisation process

Global mode network 0 30 370 400

Total number of Papers 920 1.397 1472 3.771

Table 6: Number of hits per key phrase and per data base

Most of the results were provided by the Ingenta database because in this
database the key phrases are searched in the title, abstract and keywords. In
this database it is only possible to search in all three categories or in one of
these categories. In comparison in the Ebesco and Emerald database, | was
searching the key phrases only in the abstracts and titles of the studies

because searching the key phrases within the whole documents would have
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provided a not manageable amount of studies. Finally, the results show that
the generic and general key phrases like “international growth”,
“‘internationalisation process”, “foreign market expansion”, “global export
strategy” and “global mode network” produced the highest number of matched

studies.

At the same time, | extended my electronic search to unpublished studies,
conference proceedings and internet (Tranfiel et al., 2003; Fink, 2014;
Saunders et al., 2015) to cover the holistic spectrum of evidence. Therefore a
search was conducted using Zetoc which is a database with journals,
conference proceedings and reports and Google Scholar. Using these search
engines was also suggested in other PhD studies, e.g. in the study of Georgiou
(2014) and Schroéter (2014). Applying the same key phrases as above resulted
in the summary of Table 8.

Key Phrases Google Total
Scholar

Foreign market expansion

Global export strategy

Decision-Making in
Internationalisation

Interdependence in 1
internationalisation process

Global mode network 22
Total number of Papers 991

Table 7: Number of hits per key phrase and per search engine
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Similar to the observations from the summary of the databases also the search
engines identified most of the matches with the generic and general key

phrases.

According to Tranfield et al. (2003) and Fink (2014) and their definition of the
systematic literature review process, | have to define inclusion and exclusion
criteria to reduce the selected numbers of studies to a manageable amount.
Tranfield et al. (2003) argue that the inclusion and exclusion criteria have to
be connected with the purpose and desire of the researcher to find the most
relevant and best quality evidence for his / her research field. Therefore, the
selection of the inclusion and exclusion criteria always have a subjective
character (Tranfield et al., 2003; Fink, 2014).

In consideration of the arguments and suggestions in the literature (Pope et
al., 2007; Fink, 2014) the inclusion and exclusion criteria shown in Table 9

were selected.

Typically, product or service specific studies do not provide evidence and
results that can be generalized (Bettany-Salitkov, 2012). Therefore, only
studies which are not focused on a specific industry or products and studies
which are focused on the lubricant industry are included into the literature
review as this is relevant for the focus of this research. For example, the study
of the market entry and exit process with focus on the lubricant manufacturer
BP (Georgiou, 2014). This study is included in the systematic literature review
although it is focused on specific products because the focus is on the lubricant

industry which fits to the study aim and the selected industry for the in-depth

analysis (see chapter 3.7).

Parameter Inclusion Exclusion
Study Focus "Non product/service "Product or  service
specific studies, or specific ~ with  limited
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studies specific on

applicability for other

lubricants/oil related" products/services"

Study Focus "Non country specific" "Country specific with
limited applicability
elsewhere or with focus
on Europe"

Study Focus “Multionational firms” "Firms without
international activities or
with the main focus on
their domestic market"

Study Focus "Studies describing the "Studies describing single

whole process or single steps of the mode
steps of switching process in no
internationalisation in proper way and not
detail" detailled enough"

Study output "Prescriptive models for "Studies, which do not

decision-making or any report any mechanisms,
other output that models or process for
facilitates the decision- decision-making."
making process"

Study type "Studies with clear and "Studies with unclear

sound methodologies and

evidenced claims."

methodologies and non
evidenced claims.

Working papers."

Table 8: Inclusion and Exclusion criteria

In the same way, studies with focus on one single country are often not
applicable for the general use and therefore have been excluded. For example,
the study “patterns of Brazilian firms and the decision to establish subsidiaries

abroad (Baretto & Da Rocha, 2001) was excluded because of the limited
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applicability to other countries. Consequently, studies without a focus on a
specific country are included, while studies specifically focused on one country
outside of the scope of this study have been excluded because this study is
focused on multinational companies which are active in several countries and
| do not intend to limit the scope of the study on one respective country. This
is indicated by Welte, Feenstra, Jager and Leidl (2004) who argue that the
transferability of study results between countries needs to be checked first,
which would be time consuming and not manageable in the time scope of this
PhD thesis.

Studies with focus on firms without international activities or with the main
focus on their domestic market were also excluded because these firms are
faced with different challenges and not with the internationalisation process of

mode switches (Bettany-Salitkov, 2012).

Last but not least, studies that do not contain important aspects of the decision-
making process of mode switching, were excluded from the review, because
the objective of this study is to build a model of the process of management
decision-making during entry mode transitions. For example, the study from
Delios (2011) was excluded from the review although it contains interesting
aspects regarding the impact of the internationalisation experiences of a firm
on its performance, because it is not focused on the development of decision-
making process models and the aim of this research is developing a new
process model to illustrate and explain this business activity and expand the

international management literature base.

Finally, all studies were excluded which are not scientific justified and with
unclear research designs, e.g. if the research designs do not include all
elements of the research onion of Saunders et al. (2015). One derminant for
justification of this criteria is the reputation and quality of the journal in which a

study is published. This exclusion criteria is suggested by Fink (2014).
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Key Phrases EBSCO Emerald Ingenta ZETOC Google Total

Scholar

International growth 5 3 4 4 5 19
Internationalisation

process 0 16 13 7 6 42
Second step of

internationalisation 0 2 0 0 1 3
Entry mode

switching 1 2 1 0 2 6

Foreign market

expansion 1 5 8 4 8 26

Global export
strategy 3 3 3 3 1 13

Decision-Making in
Internationalisation 1 6 7 1 0 15

Interdependence in

internationalisation 0 4 2 0 0 6
process

Global mode network 0 5 7 0 1 13

Total number of
Papers 8 46 45 20 24 143

Table 9: Summary of the studies which passed the inclusion and exclusion criteria

The screening with the inclusion and exclusion criteria of the identified papers
after the first practical filter was conducted in a two step process (Fink, 2014).
In the initial screening the titles and abstracts of the identified papers were
reviewed according to the inclusion and exclusion criteria, the resources were
either passed on the next stage or rejected. In the second stage of the
screening process, | reviewed the full texts of the studies that passed the first
practical filter process and were selected according to the inclusion and
exclusion criteria. The result and summary of this three stage screening
process is shown in Table 10. It has to be noted that all studies which appeared
in more than one database were included only once and typically in the

database which was first used as suggested in the study of Georgiou (2014).
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2.3.5 Analysis and Synthesis of Selected Literature

Analysing and synthesising the selected and reviewed literature is often the
most difficult but in parallel the most important step of the literature review
process (Saunders et al., 2015). In this stage, | have to critically analyse and
synthesise the work that has been done previously in the area of interest (Fink,
2014).

Dixon-Woods, Agarwal, Jones, Young, and Sutton (2005) group the
methodologies of the synthesis of selected literature in integrative and
interpretive synthesis. While integrative synthesis are focusing on collecting
evidence, the key value of interpretive synthesis are the development of
concepts.. The outlined research questions and the underpinned philosophical
beliefs will guide the researcher by choosing the type of synthesis. Typically,
quantitative research methodologies are linked with a integrative synthesis,
while the qualitative research is based on a interpretive synthesis of the

existing literature (Dixon-Woods et al., 2005).

There are many methods for synthesising evidence in the literature (Tranfield
et al., 2003; Dixon-Woods et al., 2005; Pope et al., 2007). The authors
Tranfield et al. (2003), Dixon-Woods et al. (2005) and Pope et al. (2007)
analyse these methods and provide detailled descriptions as well as critique.
Additionally, they emphasize the appropriateness of each type for quantitative

and qualitative studies.

| intend to employ an inductive and qualitative thematic analysis as technique
to analyse and interpret the findings and data of the selected studies within the
literature review process. Using this method for a qualitative synthesis of the
existing literature fits to the philosophical beliefs and position which is outlined
in chapter 3 of this thesis. The thematic analysis bridges the gap between
narrative and content analysis and is a frequently used techniques for
synthesising research evidence (Pope et al., 2007). In the first step, | identify
the main and most important themes in the selected literature. Afterwards the
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findings are summarized under the categorized themes (Pope et al., 2007).
According to Dixon-Woods et al. (2005), the techniques tries to summarise the
ideas, conclusions and outcomes of previous studies. One advantage of the
thematic synthesis is that it can integrate results of previous studies which
were achieved through qualitative and quantitative methods, the so called
“qualitising” (Pope et al., 2007). Therefore the main strength of this techniques
is that it can organize, summarize and analyse findings and evidence from a
large and wide group of previous studies and present them in a qualitative way
(Dixon-Woods et al., 2005; Pope, et al., 2007).

The main reason for chosing this method is that it fits to my philosophical
beliefs and that it gives the systematic approach of selecting the respective
literature (outlined in the previous chapter) the qualitative design and
underpinning. Next to this | chose this method due to the flexible framework
and the possible integration of qualitative and quantitative evidence, as argued
by Dixon-Woods et al. (2005). During the literature review process and from
the scoping analysis, | recognized that the studies around the research area
of the internationalisation process and mode switching process are based on
both quantitative as well as qualitative methods. Therefore the thematic
analysis is considered as most appropriate to collect and analyse the important
data and previous works. The systematice literature review process in
combination with the thematic analysis are employed to identify, analyse and
synthesise in a qualitative way the most relevant and important themes, ideas
and theories around the internationalisation process and especially around the

decision-making process of mode switiching (Schroter, 2014).

2.4 Overview of Key Themes

The emphasizes of this section is to give a first overview of the main themes
which were identified through the inductive and qualitative thematic analysis of
the selected studies. As shown in Figure 5, “the literature house”, there are

four main themes which build the theoretcial underpinning for this study and
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the final cenceptual framework (roof of the literature house), the general
theories of internationalisation, market entry decisions research, mode
switching research and literature about decision-making. These main themes
arise from analysing the selected studies through the inductive and qualitative

thematic analysis.

Decision-Making Market Entry Switching foreign Schools of
Research Decisions Operations Internationalisati
Research Research on Research

Existing Literature and Previous Works

Figure 4: Overview of the Key Themes of Internationalisation and Mode Switching

Analysing the selected studies according to the key themes that are part of the
literature house above provides the overview in Table 11.

Key Theme Number of Studies

Entry Strategy 22
Management Decision-making 18
Mode Switching 16
School of Internationalisation 69
not defined 18

Table 10: Number of Studies per Key Theme

This investigation shows that the current literature body is mainly focused on

the general internationalisation theories and the entry strategies while the
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management decision-making process and mode switching research have

received less attention over the last years.

In chapter 2.6, | will discuss the first pillar of the literature house, the studies
which are focused on decision-making. | will discuss the classic rational
decision-making processes, the intuitive as well as integrated multi-Level
decision-making models. Last but not least Iwill explain how decision-making

is related to the internationalisation and mode switching theory.

In chapter 2.7, | will discuss the second and third pillar of my literature house
which is focused on the first step of internationalisation, the market entry and
the mode switching process. Starting with explaining the different modes of
market entry (exporting, foreign direct investment, etc.), the reasons of firms
for choosing a respective mode will be emphasized. As entering into a market
is built on a decision-making process, the influencing factors of this process
will be discussed as well. As shown in Figure 5 the third pillar of the house of
literature is based on mode switching research. In chapter 2.6 | will show the
defined mode switching process from previous works and reasons and barriers
of the mode switching decision of a firm’s management team. The outcome of
this chapter is the theoretical underpinning of the mode switching process for

this thesis.

In chapter 2.7, | am presenting the theories regarding internationalisation
which are the underpinning of the described models of the market entry
process and mode switching process outlined in chapter 2.7. The selected
theories will be grouped into traditional approaches which will be extended by

the process-based perspectives.

In chapter 2.8, | am critically evaluating the current literature body which is the
foundation of chapter 2.9, the conceptual framework of this study and the “roof”

of the literature house which is built on the afore mentioned pillars.
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In Table 12, | show an overview of the selected and investigated theories which
will be explained in the respective pillars. The purpose of Table 12 is to present
a step-by-step understanding of the most significant theories and their
contributions to the research theme of decision-making in the mode switching

process of which the research questions and objectives are built on.

It should be mentioned that due to the complexity of the internationalisation
process with the two parts of market entry and mode switching and as this
process is part of the decision-making theories, the explanatory theories are
partial theories. These theories contribute significant findings regarding the
internationalisation of firms and their decision-making, but they cannot be
claimed as holistic theoretical approaches (Rezende, 2006; Asmussen et al.,
2009; Sachse, 2010, Hollensen, 2017). Therefore, the aim of the literature
review is to develop an underpinning of theoretical understanding of the
internationalisation of firms and especially of decision-making in the mode
switching process to create a conceptual framework for the research, the

research questions and objectives.
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Theory Theory Theory Theory
Category
Pillar 1 Pillar 2 Pillar 3 Pillar 4
Term of Management Decision-making of Researches about market Research theories thus far on mode Traditional Approaches Process-based Approaches
reference switching a foreign mode entry modes switching
Theoretical - Rational decision-making - Exporting - Mode Switching Process - Transaction Cost - Behaviouristic
aspects of processes Approaches models
emphasis - Foreign Direct - Reasons for
- Intuitive decision-making Investment - Eclectic Theory - Born Global
processes - Barriers
- Joint Ventures - Competition & - International
- integrated multi-Level - Interdependencies in Mode Strategically Entrepreneurship
decision-making models - Own Sales Switching Oriented
Force Approach - Relationship
Network
- Entry Mode - Real Option
Decision Theory - GAINS Approach
Process
- Three-level Model
- Process
Influencing = Path Dependency
Factors
Aim / To present the current research To present the current To present the current research To show an overview and to explain each theory of
Objectives findings of previous works and to find  research findings of findings of previous works and to find a  internationalisation which was selected through the systematic
a gap in the literature regarding previous works gap in the literature regarding mode literature review
management decision-making in the switching

mode switching process

Table 11: Overview of the main theories existing in the literature
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2.5 Management Decision-Making

According to the literature house, this chapter is describing the first pillar, as
illustrated in Figure 6, the research about decision-making, which is one of the

identified key themes of the thematic analysis.

Decision-Making

Research

Existing Literature and Previous Works

Figure 5: The literature house_decision-making

Internationalisation is traditionally viewed as a process of business activity
defined as an incremental and gradual process of organisational transition in
their expansion to overseas markets (Hollensen, 2017). Calof and Beamish
(1995) and Sachse (2010) extend this process driven view by illustrating the
importance of management decision-making within this progression. These
extensions of the traditional view demonstrate that the internationalisation
process evolved originally from the theory of decision-making. Therefore, the
theoretical underpinning of decision-making in the internationalisation

literature is discussed in this section.

Every day, managers are challenged to make decisions which affect the
performance and the strategic path of their business enterprise and moreover

affect their own careers (Vasconcelos, 2009). Nowadays, with the fast-
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changing world due to new technologies and the wide range of things that a
manager has to handle from hiring, product portfolio, pricing policy, branding
and internal relationships to legislation, stakeholders’ claims, acquisitions,
mergers, environmental issues, competitors, alliances, technology
breakthroughs and the community which are only a few, being a manager and
doing decisions is getting harder. Due to that, decision-making has been one
of the most investigated topics in management science (Vasconcelos, 2009;
Musso, & Cioppi, 2015; Parnall & Crandall, 2017). According to (Sachse,
2010), decisions regarding international activities and especially mode
switching decisions have a big impact on the performance of a firm, because
doing a mode switch decision which does not perfectly fit to the respective
market could be a reason that a mode switch needs to be reversed which
results in an inefficient use of resources. This study intends to contribute
theoretical knowledge as well as practical guidance for managers in this
research area. By achieving the research aim, | will contribute theoretical
knowledge with his new process model and will contribute practical knowledge
by providing managers a model which can be used to establish their decision-
making process of mode switching within their global company set-up or to
support companies which are on their journey to become a multinational

company.

The development of the decision-making theories combined the theoretical
foundations of psychology, sociology, social anthropology and economics
(Miller, Galanter & Pribram, 1960; Arntd, 1986; Francioni, Musso, & Cioppi,
2015; Parnall & Crandall, 2017). Therefore, human decision-making is
investigated from multiple perspectives and the inter-disciplinary nature of this
research field is explained. The relevant decision-making concepts for this
project are the management decision-making concepts because the objectives
of this research are focused on management decision-making. These
concepts evolved from psychological and economic theory (Arntd, 1986;

Francioni et al., 2015; Parnall & Crandall, 2017). The purpose of this research
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is to understand the management decision-making process of mode switching
in a multinational company and therefore explores the management decision-
making theories that is interpreted through rational (orthodox perspective) and
intuitive (heterodox view) dimensions within the relevant context (psychology
and economic theories) (Vasconcelos, 2009; Perks & Hughes, 2008; Francioni
et al., 2015; Parnall & Crandall, 2017).

Most studies in the field of management decision-making are highlighting
either a rational decision-making approach or an intuitive one (Isenberg, 1989;
Perks & Hughes, 2008; Vasconcelos, 2009; Francioni et al., 2015; Luoma &
Martela, 2020). There are arguments trying to convince the reader for both

extreme perspectives.

The rational or orthodox approach has been categorized differently by studies
as logical (Bernard, 1938, Sachse, 2010), analytical thinking (Shoemaker &
Russo, 1993, Sachse, 2010; Orlandi & Pierce, 2020) or bounded rationality
(Simon, 1979; Shakun, 2001). The mental process of such an approach is
underpinned by conscious reasoning, analytical tools and other symbols
(Vasconcelos, 2009). This means that there are rational decision-making
process models which can be used by managers and the value analysis are
key elements of these processes to evaluate the respective decision
alternatives and to do the final decision (Vasconcelos, 2009; Luoma & Martela,
2020). Consequently, this thesis needs to consider the rational decision-
making theories and models when investigating the decision-making process
of mode switches in multinational companies as the rational aspects have an
impact on the final decision of managers (Albaum & Duerr, 2008; Sachse,
2010). There are many models and approaches in the literature about the
evaluation process, the types of rational analysis and types of technical
repertoire for the rational decision-making process. In general, the rational

decision-making process is following the steps in Figure 7.
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Figure 6: Rational Decision-Making Process (Albaum & Duerr, 2008)

The rational decision-making process starts with a managerial problem. After
the phase of gathering information of the situation and based on them
generating alternative decision options the managers start an evaluation
phase of the selected alternatives. Finally, the management do the decision
and implement the selected alternative (Albaum & Duerr, 2008; Francioni et
al., 2015; Luoma & Martela, 2020).

One example for a model based on the rational decision-making theory is the
analytical hierarchy process from Saaty (2008). The analytical hierarchy
process is structured in the following steps (Saaty, 2008, p. 85):

2. Structure the decision hierarchy from the top with the goal of the
decision, then the objectives from a broad perspective, through the
intermediate levels (criteria on which subsequent elements depend) to

the lowest level (which usually is a set of the alternatives).

3. Construct a set of pairwise comparison matrices. Each element in an
upper level is used to compare the elements in the level immediately
below with respect to it.

4. Use the priorities obtained from the comparisons to weigh the priorities
in the level immediately below. Do this for every element. Then for each

element in the level below add its weighed values and obtain its overall
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or global priority. Continue this process of weighing and adding until the

final priorities of the alternatives in the bottom most level is obtained. ’

To do the comparisons of available alternatives, the importance and
dominance of an element over another element is indicated with a scale of
numbers (Saaty, 2008). Additionally, the analytical hierarchy process is
illustrated in a flow chart in Figure 8.

It is evident, that the rational decision-making process is not the panacea for
all managerial challenges, because there are many variables and influencing
factors of the management decision-making process which cannot be
quantified or rationally evaluated, e.g. the impact of the managers” personal
interests on the decision outcome (Albaum & Duerr, 2008; Vasconcelos, 2009;
Orlandi & Pierce, 2020). As the objective of this research is to investigate the
whole management decision-making process of mode switching inclusive of
all influencing factors (which can be qualitative and quantitative) the rational
decision-making concepts are important for this research but do not consider
the qualitative elements of the management decision-making process
(Sachse, 2010; Luoma & Martela, 2020) and therefore additional concepts and

theories need to be discussed.
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Figure 7: Decision-Making with Analytical Hierachy Process Modelling (Matzler,
Bailom, & Mooradian, 2007)
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The other extreme of this continuum is the heterodox view or the so-called
intuitive decisions which is based on the intuitive skills of decision makers as
a legitimate decision-making determinant (Vasconcelos, 2009; Orlandi &
Pierce, 2020). Consequently, this thesis needs to consider the intuitive
decision-making theories and models when investigating the decision-making
process of mode switching in multinational companies as the intuitive
decisions and the managerial behaviour aspects have an impact on the final
decision of managers. Intuitive decision processes have also referred as by-
product of non-logical (Bernard, 1938), non-rational (Simon, 1987), non-
conscious processes (Epstein, 1994) or non -linear intelligence (Carlson &
Kaiser, 1999) in other studies. The rational decision-making process is often
preferred and in focus of studies. But on the contrary, the importance of
intuitive decision in corporate life is increasing because in the fast-changing
environment of today’s globalized and complex world, managers often have
not enough time to follow a rational and incremental decision-making process
but rather decide intuitively (Francioni et al., 2015; Luoma & Martela, 2020).
This means that for firms and their management the contribution to knowledge
regarding intuitive decision-making and managerial behaviour is very
important and this thesis needs to include these aspects in the conceptual
framework and the further research. Therefore, | intend to use a multilevel
approach which considers the intuitive aspects and managerial behaviour of

the process as well as the rational aspects.
According to Matzler et al. (2007, p. 15):

“Analytical can never trump the intuition of a thoughtful executive,
wrought by years of experience and accumulated knowledge, tempered

by emotional intelligence”

As suggested by the authors, intuitive decisions are based on the experiences,
accumulated knowledge and emotional intelligence of executives and

therefore do not follow a strict gradual process because sometimes the
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managers do not have a coherent picture or all necessary information of the
influencing variables to use a strict rational and gradual process (Matzler et al.,
2007; Perks & Hughes, 2008; Francioni et al., 2015; Luoma & Martela, 2020;
Orlandi & Pierce, 2020). According to Sadler-Smith and Shefy (2004), intuitive
decisions are especially relevant for example, if the outcomes are difficult to
forecast through rational parameters, the managers need to handle
uncertainties, the managers need to respond to complexities in pragmatic,
intelligent and fast ways in face of unknown and if managers recognize the
potential that their intuitive decision can offer. Also, Dane and Pratt (2007)
remark that intuitive decisions have been part of the management decision-
making processes in practice and is helping managers for critical management
decisions. Consequently, this thesis needs to consider the impact of
managerial behaviour and intuitive decisions on the decision-making process
of mode switching in multinational companies as suggested by Albaum and
Duerr (2008).

As discussed in the previous paragraphs, both extreme continuums are not
the panacea for all managerial decisions and both approaches have
advantages and disadvantages. Therefore, researchers have developed
integrated decision-making approaches that combine the strengths of both
approaches (Bernard, 1938; Simon, 1987; Vasconcelos, 2009; Luoma &
Martela, 2020; Orlandi & Pierce, 2020). According to Simon (1987), intuition
is a good addition under the rational process and both extreme approaches
can act in a synergistic way as an effective decision-making system.
Additionally, he claimed that (Simon, 1987, p. 61):

“It is doubtful that we will find two types of managers (at least, good
managers), one of whom relies almost exclusively on intuition, the other
on analytic techniques. More likely, we will find a continuum of decision-
making styles involving an intimate combination of the two kinds of skKill.
We will likely also find that the nature of the problem to be solved will

be a principal determinant of the mix”
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One multi-level integrated decision-making model that combines rational
decision-making with intuitive skills was developed by Albaum and Duerr
(2008) and adopted by Ahlstrom and Bruton (2010). This model is shown in
Figure 9. This model represents an ideal-typical construct and as a theoretical
discussion basis for each individual step of the decision-making process. In
practice, decision-making processes are difficult to simplify and to illustrate
them as a theoretical model because they overlap each other or may happen

in opposite sequences.
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Figure 8:Integrated Multi-Level Decision-Making Model (Albaum & Duerr, 2008)

The inner loop of the multi-level model conceptualize the rational decision-
making process as shown in Figure 7. The integration of actors present the
intuitive perspective that considers the attitudes of managers (Vasconcelos,
2009). The purely process related framework of Figure 7 is hereby expended
by the behaviour of the key decision makers to achieve a more comprehensive
understanding of the decision-making process because the behaviour of these
key actors influence the decision-making process within the firm (inner loop)
(Albaum & Duerr, 2008). In the outer loop of the model, the environment of a
company (e.g. market-relevant factors of sales organisation, cultural distance,
customer behaviour, etc.) forms and influences the personal behaviour of the

key actors who can be external as well as internal and represent the next level
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of the model (Ahlstrom & Bruton, 2010; Luoma & Martela, 2020; Orlandi &
Pierce, 2020). As the environment could also include simultaneous decision-
making processes within a firm, the integrated mulit-level approach considers
interdependencies between simultaneous and parallel decision-making
processes and consequently the model fits for achieving the outlined research
objectives of analysing these interdependencies (Sachse, 2010; Swoboda et
al., 2010; Picot-Coupey & Cliquet, 2014; Orlandi & Pierce, 2020). All three
levels together form a complex system which reflects the management
decision-making process and its muliple levels. Within mutinational companies
there are several management decision-making processes which are running
in parallel at the same time (simultaneous management decision-making
processes). These simultaneous decision-making processes within a
multinational company are connected and interact (interdependencies) with
each other. As the objective of this research is to investigate the
interdependencies between simultaneous decision-making processes of mode
switching within multinational companies (Ahistrom & Bruton, 2010), the model
in Figure 9 contributes to this thesis the theoretical underpinning of the
theoretical and conceptual framework of the decision-making process of mode
switching within multinational companies. Using the multi-level model of
decision-making from Albaum and Duerr (2008) for investigating the decision-
making process of mode switching is supported by the study of Sachse (2010)
which is related to this research topic because Sachse (2010) used the same
model as theoretcial underpinning in his study. In the next sections, | develop
my theoretcial and coneptual framework based on the model outlined in Figure
10.

2.6 Mode Switching

According to the literature house, this section is describing the second and
third pillar, as illustrated in Figure 10, the research about market entry
decisions and the research about mode switching.
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Figure 9: The literature house_Research about market entry decisions and Mode
Switching

In the literature, mode switching has different definitions which are presented
in this section. Swoboda (2002), Benito et al. (2005), Fryges (2005) and Welch
et al. (2007) define mode switching as replacing a previous mode (e.g. sales
company replaces importers). Petersen and Welch (2002) and Welch et al.
(2007) explains it as supplementing a previous mode (e.g. sales representative
and sales company). Another definition of mode switching is expanding or
reducing an existing mode (e.g. a representative is supplemented by one or
two further representatives or the number of agents employed is reduced from
ten to eight), (Swoboda, 2002; Petersen & Welch, 2002; Fryges, 2005; Welch
et al.,, 2007; Mujtaba & Van Wyk, 2018; Yan, 2020). Last but not least,
significant changes of an existing mode are also considered to be mode
switches (e.g. a change of manager or the exchange or replacement of a sales
representative) (Benito et al., 2005; Welch et al., 2007; Mujtaba & Van Wyk,
2018; Yan, 2020). In summary the literature and previous studies refer to a
mode switch if after a change, a new type and manner of market operation is

implemented.
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Sachse (2010) developed a model of the mode switching process which
illustrates the respective steps of a decision-making process of mode switching
within a firm. As shown in Figure 11 the process contains 5 steps and the
initial step of mode switching is that a company enters into a foreign market
(Sachse, 2010, Georgiou, 2014; Mujtaba & Van Wyk, 2018; Yan, 2020).
Because the market entry is the basis for a later mode switch, it is evident that
| need to consider and investigate the theoretical background in the literature
regarding market entry to understand the contribution that the market entry
theories have on the decision-making process of mode switching. The second
step of the model developed by Sachse (2010) is the impetus to switch which
summarizes the reasons and switching motivators for a firm to start thinking of
switching a mode in a respective foreign market. One reason could be that the
firm is not satisfied with the performance of the mode which was established
with the market entry (Sachse, 2010; Hollensen, 2017; Yan, 2020). Step 3 is
the final decision to which mode option the firm will switch which is followed by
the implementation phase of the final decision, step 4 of the process. As soon
as the mode decision is implemented, the last step of the process is finished
as the new mode option is established. This model of Sachse (2010)
contributes theoretical knowledge to this thesis because the theoretical
framework (Figure 14, page 81) is based on this model and structured
according to the 5-step approach of Sachse (2010). The limitation of this model
is that it is based on a quantitative survey which investigated many companies.
Due to this set-up, only one decision-making process of mode switching per
participated company is investigated, because investigating simultaneous
decision-making processes of mode switching within many companies in one
survey would develop a not manageable amount of data (Rezende, 2006;
Asmussen, 2009). Consequently, this model of Sachse (2010) does not
consider that there are simultaneous decision-making processes of mode
switching within a multinational company and does not investigate the
interdependencies between these simultaneous processes that are running at
the same time (Rezende, 2006; Asmussen, 2009; Hollensen, 2017). In the
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next section (chapter 2.6.1), | explainthe first step of the model with the market
entry, followed by the sections in which | develop my theoretical framework of
this thesis (chapter 2.6.3).
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2.6.1 Market Entry Decision

As explained in the previous section, entering into a foreign market is the
foundation and necessary process step that the decision-making process of

mode switching can occur.

By looking at the area of internationalisation and foreign market investment,
international market entry is the third most researched theme (Werner, 2002).
As foreign market entry decisions typically involve long term resource
commitment and the decisions are dificult to reverse, the entry strategies are
considered as critical and have a critical impact on the performance of the
international activities of a firm (Brouthers, 2002; Brouthers & Hennart, 2007;
Larsen & Piscitello, 2019; Yan, 2020). The foreign market decision is seen as
a process by which firms are entering into a foreign market with the purpose
of launching value-creating activities (Jones & Young, 2009; Mujtaba & Van
Wyk, 2018; Yan, 2020). According to Sharma and Erramilli (2004, p. 2), an

entry mode is defined as:

“a structural agreement that allows a firm to implement its product market
strategy in a host country, either by carrying out only the marketing
operations (i.e. via export modes), or both the production and marketing
operations there by itself or in a partnership with others (contractual modes,

joint ventures, wholly owned operations).”
A further definition is given by Root (1987, p. 5):

“an institutional arrangement that makes possible the entry of a company’s
products, technology, human skills, management or other resources into a

foreign country.”

As described in the literature house (Figure 10) and in Table 12 the entry
decision contributes a lot of knowledge to this study as entry decisions build
the foundation of each mode switching decision. Without an entry action of a
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firm in a foreign country, a mode switch is not possible and consequently the
entry mode decision is the basis of this study and needs to be discussed in

this thesis.

2.6.1.1 Entry Options

According to Datta, Herrmann and Rasheed (2002), there are several options

for an organization to enter into a foreign market which are shown in Table 13.

Mode Options

Foreign direct investments (greenfield or acquisition)
Collaborative strategies (joint ventures)
Contractual entities (licensing, franchising, agencies, distributorship)
Exporting
Table 12: Mode Options

Typically, the entry options are divided into equity (foreign direct investments
and joint ventures) and non-equity (exporting, licensing, distributorship and
agencies) (Pan and Tse, 2000; Mujtaba & Van Wyk, 2018; Larsen & Piscitello,
2019; Glowik, 2020; Yan, 2020). These two main categories are very different
regarding the resource commitment and the level of investment. While the
equity options like foreign direct investments and joint ventures need a high
resource commitment and investments to establish them in a foreign market,
typically the management require a high control over these modes. In
comparison the control requirements of non-equity modes are by far less, as

illustrated in Figure 12.
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Figure 11: Modes of foreign market entry (Georgiou, 2014)

Understanding the different kind of entry options is important to discuss and
investigate the decision-making process of mode switching, because the entry
option which is used in a foreign market builds the foundation of a possible
mode switching process as no mode switch is possible if there was no market
entry through an entry option before. Next to this, also the result of the mode
switching process is either to stay with the previous chosen mode option or to
switch to a new mode option. Therefore, | present in detail the respective mode

options in the following sections which are part of the current literature body.

Exporting is generally considered as the entry option which needs the lowest
capital investment and therefore typically the required level of management
control is relatively the lowest (Georgiou, 2014; Mujtaba & Van Wyk, 2018;
Larsen & Piscitello, 2019; Glowik, 2020; Yan, 2020). Young, Hamill, Wheeler,
and Davies (1989) divided exporting into direct and indirect export options. In
an indirect export mode, companies export their products to an exporting
agency or trading company that can be based in the home country of the

exporting firm or the firm is working together with a foreign importing company
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that is buying the products in the home country of the manufacturing firm
(Tihanyi, Griffith & Russell, 2005). The main determinant for the indirect
exporting mode is that all operations associated with the export process are in
the responsibility of the external firm without involving the home country firm.
Next to this, the domestic country firm do not have any influence and often little
knowledge about the marketing and sales actions in the foreign market
(Georgiou, 2014). On the other side, in the direct exporting mode, the home
country firm undertakes all activities associated with the export process and
therefore the level of involvement and the level of control is relatively higher
than with the indirect export modes (Georgiou, 2014). The level of control is
higher because the transfer of ownership of the products is in the foreign
country. The level of control is increasing in the direct export modes but the
home firm still does not have or limited influence on the marketing and sales
actions of the foreign firm (Young et al., 1989; Larsen & Piscitello, 2019; Yan,
2020).

Another option for foreign market entry is licensing in which the home firm
authorises the firm abroad with a local license or the access to a specific
technology, knowledge, product and gives a firm abroad the right to use a
specific name to sell the products. These licenses are typically timely limited
and require specific conditions and obligations for both parties (Young et al.,
1989). In comparison to exporting the involvement of the home firm is higher
and the home country has influences and knowledge about the sales and
marketing action because the host firm (licensee) has contractual obligations

to provide such information (Young et al., 1989; Glowik, 2020).

The next entry option with a higher level of control is the contractual
agreement. Contractual agreements are similar to licensing but they often
cover a bigger scope of activities in the host countries. Typically franchising,
distributorship agreements and sales & marketing alliances are considered as
contractual agreement (Hollensen, 2017; Glowik, 2020). Similar to licensing,

the contractual parties write the obligations of each party in the contract but in
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comparison to licensing the home firm often increases involvement in the sales
and marketing actions of the host firm. In this case the home firm provides
trainings and support actions as guidance and sometime the home firm even
paying some of marketing expenses of the host firm (Georgiou, 2014). Based
on the contractual agreements, both parties share skills, knowledge and
resources and therefore the duration of such agreements are typically medium

orlong (5 — 10 years) and are renewed if both parties agree (Hollensen, 2017).

The last two mode options, according to Figure 12, are the equity modes, joint
venture and wholly owned subsidiary. In a joint venture, the host and home
country firm share risk, profits and the capital investment and therefore
typically both parties are active in the management of the joint venture
(Georgiou, 2014). Depending on the contribution of resources, like technology,
capital investment, knowledge, market access and management to the joint
venture, the share holding is divided (Agarwal, 1994). As both parties are
involved in all operations and exert joint control of the joint venture, the
agreement has often a long duration (10 years or more) and can be renewed
if both parties accept. The entry option with the highest level of control is the
wholly owned subsidiary (Figure 12) in which the home firm acquires a firm
located in the host country or launching a new firm in the host market
(greenfield) (Georgiou, 2014). In this case, the home firm has the entire control
of the management but also the full risk and capital investment (Young et al.,
1989). According to Pehrsson (2015) the selection of the respective entry
mode option is an important decision and significantly affects the success of a
firm in the international market and in general. Furthermore, Pehrsson (2015)
suggests that there is not the correct or wrong mode option in general but
rather that depending on the structure of the domestic company and the
circumstances of a decision-making process there are mode options which are
more successful for a company. And on the other side there are mode options
which can cause a failure of the domestic company in an international market

which would launch a mode switching process (Pehrsson, 2015).
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The above discussed entry modes can be seen as the basic modes of foreign
market entry which are found in the current literature body. Next to this, these
entry mode options can also be considered as the mode options which a firm
can choose during the mode switching process (Sachse, 2010). There are also
papers in which nine variations of entry options (Erramilli & Rao, 1990) or even
more are defined (Brouthers & Hennart, 2007). If the variations get larger and
wider, the boundaries of the entry modes are not always clear and are
overlapping. Therefore | decided to define the basic modes with clear
boundaries as suggested and used by other studies (Sachse, 2010, Georgiou,
2014).

Understanding and critically reviewing the research about the market entry
mode options is important for this research because the previous chosen entry
mode options are the starting point of each decision-making process of mode
switching, as illustrated in Figure 11 (Sachse, 2010; Glowik, 2020). Next to this
the available and known mode options are also the decision alternatives at the
end of a management decision-making process mode switching if a company
decides to switch its mode (Sachse, 2010; Glowik, 2020).

2.6.1.2 Market Entry Process and Factors of Influence

The market entry strategy and process are the first steps of each
internationalisation process and mandatory before mode switching is
discussed or takes place because for a mode switch another mode needs to
be established before (Sachse, 2010; Georgiou, 2014; Baker, Grinstein &
Perin, 2020). Due to that the entry process into an international activity has
been investigated deeply in the today’s literature body. The focus of these
studies is often the factors that influence the market entry decision and on
developing a process model that can be used in the practical work of a firm
(Georgiou, 2014; Baker et al., 2020). In the literature, the factors of influence
are often divided into the four groups, efficiency, organizational, host country

and marketing factors (Georgiou, 2014). The efficiency factors include the
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transaction costs elements (see chapter 2.7.1.1), institutional costs as well as
value creation factors. Organisation resources contain experiences, strategic
considerations, organizational politics and cultures of the home and host
country. The host country factors relate to all aspects of the host country such
as location, economic, political, risk, uncertainty, cultural, legal and all other
environmental aspects of the host country. The marketing elements include all
marketing aspects like market size, growth potential competitive arena pricing

barriers to entry or exit (Georgiou, 2014; Baker et al. 2020; ).

Analysing and describing the entry process is necessary for this study to
understand the process step before mode switching and to transfer knowledge

to the mode switching process for better understanding.

Based on above mentioned construct of influencing factors, Georgiou (2014)
conducted a case study within BP one of the biggest lubricant manufacturers
and investigated the market entry process of the firm. In this regards, he
conducted two case studies within the BP company to develop a descriptive
model of the BP’s entry process, as illustrated in Figure 13. With this model,
Georgiou (2014) developed a consistent concept which can be used by
managers to conduct the entry decision process and which can be used as
foundation of the decision-making process of mode switching which is

investigated in this study.

According to the model of Georgiou (2014) in Figure 13, the decision-making
process is split in three lenses. The strategical lens in which the management
of the firm narrows down the options of foreign market entry based on the
organizational experiences, culture, capabilities and industry practices. The
operational lens one in which the operational team of the decision-making
process is analysing the financial aspects of the mode alternatives (costs,
taxes, volumes, margin, turn-over, etc.). The operational lens two in which the
host country aspects (political, economic, legal, market size and competition)

are investigated before the final decision is implemented. While the three
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lenses contain the objective and economic factors that influencing the decision
of market entry, Georgiou (2014) also included an additional factor of influence
in which he indicates the importance of growth objectives and the behavioural
and irrational decisions of managers. With these aspects, Georgiou (2014)
indicated that the decision-making process for market entry is influenced by
the personal experiences and behaviours of the managers which is also
suggested from Oh, Arnett and An (2016). Therefore, the developed model of
Georgiou (2014) is interesting and contributes knowledge to this thesis
because Georgiou (2014) already explained the importance and influencing
aspects of the managers” behaviour and other influencing factors within his
decision-making process model and gives a theoretical underpinning of this

research study.

Next to the research of Georgiou (2014), several other researchers
investigated the decision-making process for market entry process (Yakhlef &
Maubourguet, 2004; Sleuwaegen, 2013; Ji, Dimitratos & Huang, 2016; Oh,
Arnett & An, 2016; Liu, 2017; Baker et al. 2020). These studies mainly focused
on single steps of the market entry process which is not the core focus of this
research project, e.g. Oh, Arnett & An (2016) focused on the know-how
transfer between the domestic company and the external third party partner in
a foreign market and is limited to this aspect. However, the model of Georgiou
(2014) is one of the newest models and fits to this research as the same
industry is investigated. With this model Georgiou (2014) built a model and
contributed practical knowledge as managers and firms can use his model for
assisting in entry mode decision. Furthermore, this model can be used as
underpinning of this research and the conceptual framework because it
illustrates the first process step of internationalisation before mode switching
and indicates influencing factors that are connected with decision-making

processes within multinational companies.

72



PhD Thesis Mario Gehrlein

Foreign Market Entry —_—
Mode Options -

Strategic Lens

Organizational Experiance,
culture, capabilities and industry
practices

Operational Lens 1
Finandal Considerations
(set up costs, taw , marging,
Volumes, Boenses)

Malnay

Operational Lens 2
Host Country Characte ristics
[Political, ecomamic, legal market
size, competition)

sasuanjyu| uawaFeuepy pue sanRafqo Yimosg

(suoisirap Juawaleuew [BUOIYEL 'SISRIG AAINIUI ‘SO pue Jamod |BUIa)Ul "S3AI3(G0 YiMoln)

uopeuawa)du)
juawasiopul

Jo) Anua

Figure 12: Descriptive model for decision-making process for market entry (Georgiou,
2014)

2.6.2 Research about Mode-Switches

In the following section, | present the timeline of the studies regarding mode
switching which are summarised in Table 14 and how the current model of
mode switching which exists in the literature body, has developed over the last

decades. This is important for this research project because the current model
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of the literature body builds the theoretical underpinning of this thesis and is

illustrated as the theoretical framework in the next section.

As shown in Table 14 the first studies about mode switches came in the period
of the globalisation and when the reduction of international trading barriers
started in the 1990s. Since the last decades there are several studies focusing
on mode switches as more and more companies started to expand
internationally and started to switch existing market entry modes (Table 14)
which shows that decision-making of mode switching has been getting
increasing attention over the last years and is a necessary success factor for
firms regarding their internationalisation (Benito et al., 2005; Sachse, 2010).
Calof (1991, 1993) was the first researcher who investigated the mode
switching process in his dissertation and set the underpinning for many later
studies, like those by Swoboda (2002), Pedersen et al. (2002), Petersen et al.
(2000, 2006) and Benito et al. (2005, 2011). His main contribution was the
learning process which is done before the pre-mode decision-making process
and that mode switching has a positive influence on the firm performance. In
the next period of studies, the determining factors were getting more in focus
and especially the so-called switching costs were analysed in recent studies.
The findings regarding the determining factors build the underpinning of the
evaluation step of the mode switching process in which different decision
options are compared according to the defined determining factors (Chetty &
Blankenburg Holm, 2000; Rundh, 2003). Benito and Welch (1993) as well as
Clark, Pugh and Malloroy (1997) developed the model of mode combinations
and based their findings on an exclusively incremental internationalisation
process as suggested by Calof (1991, 1993). As main determinants for mode
switches, they identified market-specific and generalised knowledge from
previous internationalisation experiences and additionally the network and
management capabilities of the management that is responsible for the

respective decision-making process (Benito & Welch, 1993; Clark et al., 1997).
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Rundh

(2003)

Rezende

(2006)
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Switching motivators?
Decision-Making Process?
Attitudes of Managers?

Impact of mode switching on firm
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Knowledge sources?

Switching motivators
Switching costs?
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Switching motivators
Switching deterrents?

Internationalisation path?
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Interdependencies in mode
switching

Mode options?
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Structural and cultural changes
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Quantitative survey

Quantitative survey

Quantitative survey

Quantitative survey

Quantitative
survey

In-depth case
studies

Quantitative
survey
Literature review

Case studies

Quantitative survey

Mode changes and decisions are complex

Belief in better performance is main motivator

70% of mode decisions were based on the attitudes and beliefs of managers,
not on systematic review process

Mode switch has a big impact on a firm’s performance

market-specific knowledge is not the only source of information

additional knowledge of the process of internationalisation

Switching costs are key decision factors

Monitoring is the major driver of performance

Severance payments and contractual restrictions have no significant impact on
performance

Safeguards helps to solve the dilemma of the intermediary

Mode switch decision seems to be a cost-benefit analysis

Accumulation of market knowledge is associated positively to the switch to another
sales intermediary

Export market growth does not have a significant effect on the switches

Anticipated loss of local sales revenue has an effect on in-house switches

A conceptual model is developed

Influencing factors of decision-making
Local requirements regarding local services
Factors that influence the competitive advantages

Multinational companies = intricate combination of independent, yet
interdependent, internationalisation processes

Approach to analyse decision-making behaviours

Identification of four main evolution pathways over a certain period of time
Characterising and describing reasons of each pathway behaviour

Mode switches also causes organizational, structural and systematic changes
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13
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17
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Asmussen et al.
(2009)

Osarenkhoe
(2009)

Wang & Suh
(2009)

Belova, Jamil &
Troncatti
(2010)

Sachse
(2010)

Swoboda, Olejnik &
Morschett
(2011)

GUmau, Apak
(2011)

Benito et al.
(2011)

Osmundsen

(2012)

Freeman, Deligonul &
Cavusgil

(2013)

Nan

(2013)

Interdependencies in mode
switching

Influence of technological changes
on mode switching

Knowledge flow within
multinational companies?

Most important influencing factors
of mode switches within
multinational companies?

Change reasons?

Influencing factors

Change reasons?

Decision-making process

Role of the timing?

Influence on the success
Switching reasons?

Suggestions for achieving business
success, growth and keeping
competitive advantage?

Mode options?

Reasons?

Influencing factors?
Internationalisation process of
multinational companies?

Market exit process?

Patterns of internationalisation?

Internationalisation determinants
Merger targets?
Hybrid entry modes?

Literature review

Quantitative survey
Literature Review

Qualitative

Quantitative survey

Quantitative survey

Literature Review

exploration study

Qualitative
interviews
Qualitative in-
depth interviews

Quantitative survey

PhD Thesis Mario Gehrlein

Possible configurations of foreign modes
Variation of mode portfolio

No general theory or model is existing which is appropriate for all firms”
the usefulness of a network approach

Internationalisation = heterogenous process

The important role of subsidiaries within a multinational company
country-specific conditions affect the mode switching

The timing of the mode switch is a crucial factor
Non-switching companies can be successful

Different stimuli for mode increases and reductions

Performance and external environment trigger mode reductions
Internal environment and managerial attitudes induce mode increases
Stimuli for incremental and radical mode changes differ

Mergers has become attractive for companies

companies use mode combinations
producing unique foreign operation mode “packages”

Learning process is in focus of multinational companies
organizational change as a learning process

de-internationalize and reinternationalize is used as proactive strategic re-

structuring by born-global managers

Internationalisation determinants (productivity, export experiences, industry conditions,

technological capabilities)
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Table 13: Overview of the main mode switch research from 1997 to 2016

Egger, Fahn & Wamser
(2014)

Fonfara, Ratajczak-
Mrozek & Leszczynski

(2016)

Yayla, Yeniyurt, Uslay &
Cavusgil, 2018

Yan 2020

Key drivers for multinational
companies and their networks?

Changes and transformations of
networks?

What is the impact of market
orientation, relational capital, and
internationalization speed on
market exit and re-entry decisions
under turbulence in a host market.
What are the internationalisation
theories in the current literature
body?

How does uncertainty influence the
decision-making process of mode
switching?

Literature Review

Conference
summary

Survey

PhD: 2 essays

PhD Thesis Mario Gehrlein

Systematic analysis of multinational affiliate networks

Knowledge transfer between affiliates

Simultaneous versus sequential market entry.

Multinational companies = network of interdependent entities

Change is a fundamental assumption embedded in the network approach
Changes occurring are caused by interdependency, interactions and mutual
adaptation

Found out that the market-oriented firms are more flexible

relational capital specific to the host country has a negative impact on market
exit decisions under conditions of political conflict.

examine the role of uncertainty in entrepreneurial internationalization
process and decision-making
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In 2000, a research group around Bent Petersen analysed exporters in recent
studies and dealt especially with the reason for but also against mode switches
(Pedersen et al. 2000). Next to this, these researchers focused on reasons
and motivations for mode switches between respective mode structures. In
summary, these researchers have made contribution to practical as well as
theoretical knowledge regarding mode switches. As the switching motivators
which were found by Pedersen et al. (2000) are the starting impulse and the
reasons for mode switches within firms, they build an important underpinning

for the theoretical framework (outlined in the next section) of this thesis.

By analysing mode switches in a period of ten years, Swoboda (2002, 2008
and 2011) established several concepts for analysing management
behaviours within the decision-making process and reasons for mode
switches. One of his most known theory is the Three-Level Model that is
explained in chapter 2.7.2.6 of this research and in Figure 23. The unique
characteristics of Swoboda’s concepts and findings is that he included the
variable of time in his research and therefore also analysed the right time to
change, the intensity and the duration of the transition process, and the

sequence in which events occur (Swoboda, 2002).

In 2006, Kaufmann and Jentzsch contributed knowledge with their study of
automotive suppliers to China. This was one of the first studies that was
focused on one specific country and market. From that point, the researchers
identified four paths of development as well as reasons for mode switches.
With their research, Kaufmann and Jentsch (2006) contributed knowledge
regarding switching motivators and consequently extended the knowlegde
about the starting impulses for the mode switching process,which is included
in the theoretical framework (outlined in the next chapter) of this thesis.
However, the research of Kaufmann and Jentzsch (2006) was limited to the

starting impulses and starting reasons of a company to do a mode switch, but
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not on the entire decision-making process and the influencing parameters

which affects the final decision of a mode switch.

Rezende (2006) Asmussen et al. (2009) were the first researchers who
considered the internationalisation process of a multinational firm as loosely
coupled system of several international activities. Asmussen et al. (2009)
claimed that these international activities are influencing each other and
consequently interdependencies between different international activities are
exisitng. Asmussen et al. (2009), were the first researchers who considered
that many firms are acting as multinational companys today. Therefore, the
incremental learning process model of Calof (1991, 1993) which is mainly
focused on one international activity of a firm does not perfectly describe the
loosely coupled system of a multinational company with several international
activities acting at the same time (Rezende, 2006; Asmussen, 2009). This is
why, this thesis is focusing on contributing knowledge regarding the mode
switching process of mulitnational firms and to determine the role of
interdependencies between simultaneous (happening at the same time) mode
switching processes as suggested by Asmussen et al. (2009). Consequently,
the findings of Asmussen et al. (2009) show the current gaps of the theoretcial
framework (outlined in chapter 2.8) regarding interdependencies between
simultaneous mode switching processes and are important for this thesis
because the interdependencies are the core factor in the conceptual

framework (explained in chapter 2.9) to be explored in this thesis.

In the newer studies (after 2009), the main focus of the researchers was on
mode combinations such as Benito et al. (2011), on country specific reasons
and switching motivators such as Belova et al. (2010),on affiliate network
perspectives such as Egger et al. (2014) and Fonfara et al. (2016) and on
influencing factors such as market orientation, internationalisation speed and
management of uncertainty (Yayla, Yeniyurt, Uslay & Cavusgil, 2018; Yan,
2020). The results of these studies contributed theoretical knowledge to the

theoretical framework (outlined in the next chapter) and extended the
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knowledge about single steps of the mode switching process and are therefore
essential and contribute knowledge for building the theoretical underpinning

and conceptual framework of this thesis.

2.6.3 The Mode Switching Process

As shown in Table 14 there are many studies which investigate the holistic
mode switching process as Petersen et al. (2002), Petersen et al. (2005) and
Sachse (2010) or with a focus on special parts of the mode switching process
as Rundh (2003), Swoboda et al. (2011) and Nan (2013). Based on the
conducted literature review process about mode switching of this thesis and
the selected studies of Table 14 a mode switching process model, which is
predominantly used in the current literature body, can be illustrated as the
theoretical framework of this thesis in Figure 14. The single steps of the
theoretical framework and the influencing factors are following the 5-step
approach of Sachse (2010) which is illustrated in Figure 11 and the integrated
multi-level decision-making model illustrated in Figure 9 by Albaum and Duerr
(2008).

The underpinning and first stage of each mode switching process is the current
operation mode in place of the respective country or market. The different
mode options are described in the chapter 2.6.1 in which | explained the
different entry mode options, e.g. direct exporting, working together with an
intermediary, having an own sales force in the foreign market, etc. (Nan, 2013;
Yan, 2020). The established mode option is the first step of the decision-
making process of mode switching which is suggested by the 5-step approach
of Sachse (2010) in which the established mode after the market entry is the

first step of the model.
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Figure 13: The Mode switching Process of the current Literature Body - the

theoretical framework

Without any reason or motivator, the management of a company would not
start the mode switching process and therefore the reasons and motivators
compose the second stage of the general mode switching process (Swoboda
et al., 2011). This step is included into the theoretical framework according to
the 5-step approach of Sachse (2010), outlined in Figure 11, in which the
second step of the decision-making process of mode switching is the impetus
to switch, so the reasons and motivators for a firm to switch a mode option. As
illustrated in Figure 14 the switching motivators are clustered in four groups,
“Attitude Based”, “Internal Environment’, “External Environment” and
“‘Performance” (Swoboda et al., 2011; Ciravegna, Kundu, Kuivalainen &
Lopez, 2019). Attitude based motivators are mainly caused by the behaviours
of the management (Freeman et al., 2013). For instance, if the relationship

between the responsible sales manager and the respective intermediary in a
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country is particularly good, the sales manager suppose to protect his
intermediary internally and try to avoid a mode switch. Another example for an
attitude-based reason of a mode switch could be the changed requirement of
management control within a firm regarding a respective country (Freeman et
al., 2013). If the management decides that the management control should be
increased, the management supposed to switch from exporting via
intermediary to own sales forces if possible. The internationalisation process
in general is very much dependent on the knowledge and experience which
firms gained in other internationalisation activities before (Georgiou, 2014,
Ciravegna et al., 2019). As this knowledge and experience is mainly gained by
the managers or employees who are responsible for the internationalisation
process, a change in the internal environment, e.g. if some managers are
leaving a firm or if the firm hire well experienced managers for the
internationalisation process, have a huge impact on the mode switching
process and can be a motivator to start the mode switching process (Georgiou,
2014). Next to the managers and employees, also the company structure, the
values of a company and the mission of a company belong to the internal
environment. As the national and international external environment of a
company is a social, complex and dynamic system, the influencing factors on
the internationalisation process are changing constantly (Osmundsen, 2012).
External environment is defined as all actors, institutions, markets, politics etc.
which are existing outside of the respective company. For example, some
political or geographical changes can cause a mode switch and can be
switching motivators (Swoboda et al., 2011; Ciravegna et al. 2019). For
instance, the reactivation of the Iran sanctions from President Trump (of the
United States of America), forces European firms to stop their business with
Iran, because otherwise a European firm risk to be evaluated as “Black Firm”
by US institutions and consequently would not be allowed to do business with
American companies as well (Schieritz & Thumann, 2019). Last motivator
which could cause a mode switch is the performance of the mode option in use

(Swoboda et al., 2011). For instance, if the respective dealer in a foreign
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country does not perform according to the business plan, budget and forecast
of the exporting firm in the host country (Sachse, 2010). This less performance
can can be a reason for the management of the exporting firm to start the mode
switching process (Swoboda et al., 2011). Understanding the existing
switching motivators in the current literature body is important for this thesis
because | intend to explore the influencing factors of the decision-making

process by achieving objective 2 of this research project (Sachse, 2010).

The second stage of the mode switching process is an evaluation process
which starts as soon as the management has started the mode switching
process due to the before described switching motivators (Osmundsen, 2012).
According to Sachse (2010), this process step is described as the opinion
building phase (see Figure 11) and the evaluation stage is an own process
within the mode switching process as shown in Figure 15. In the first step of
the process the status quo is evaluated, and the main question is if the
objectives have been met that an exporting firm has set in the past (Sachse,
2010; Mostafiz, Sambasivan & Goh, 2020). Afterwards the firm is
benchmarking the potential performance of a respective market according to
the country potential. In the next stage the firm is checking alternative mode
option and if a new mode option would achieve more or ideally the full potential
of a market (Sachse, 2010). After identifying a mode option with a higher
potential for the respective market the economic advantage of a mode switch
is investigated (Sachse, 2010). In this stage a firm is calculating the higher
potential of an alternative mode against the mode switching costs, for instance
the investment costs for launching an own sales force versus the higher
potential turnover and margin that can be achieved with own sales
representatives (Sachse, 2010; Mostafiz, Kuivalinen & Sundqvist, 2020;
Mostafiz et al., 2020). According to Sachse (2010) a mode switch delivers
positive value if a firm is following the before mentioned stage model and

consequently the performance improves in the last step (Figure 15).
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Evaluation of current mode performance
Have objectives been met?

Benchmark mode performance with country potential
Check assumptions and priority

Check alternative modes and mode combinations
New mode to achieve full potential?

Check economical advantage of mode switch

1

Mode switch delivers positive value

Performance improve

Figure 14: Evaluation Stage of the Mode Switching Process (Sachse, 2010)

The evaluation stage of the mode switching process of Sachse (2010) is built
on the integrated multi-level approach by Albaum and Duerr (2009) which is
illustrated in Figure 9 (page 59) of this thesis. The comparison of both models
is shown in Table 15. This comparison supports firstly that the mode switching
process evolved originally from the theory of decision-making and secondly
that the integrated mulit-level model approach of decision-making contributes
a significant theoretical underpinning to this thesis and the theoretical

framework of the mode switching process outlined in Figure 14.

Process Step of the evaluation Integrated multi-level approach by

stage of mode switching process Albaum and Duerr (2009

(Sachse (2019)

1. Evaluation of the current mode 1. Problem identification

option performance

2. Benchmark the country potential 2. Gathering information

3. Check alternative mode options 3. Generating alternatives

84



PhD Thesis Mario Gehrlein

4. Check economic advantages 4. Evaluation of alternatives
5. Mode switch 5. Decision

Table 14: Comparison of Evaluation step from Sachse (2010) and the integrated multi-

level approach (Albaum & Duerr, 2009)

Within the evaluation stage process a firm is also confronted with switching
deterrents which can be the reason for a firm to decide to stay with the mode
option in place (Swoboda et al., 2011). There are two rational switching
deterrents with the transaction costs that includes the switching costs and the
economic potential of an alternative mode. Additionally, there are two
subjective and intuitive switching deterrents that are very much dependent
onthe individual manager in charge (Osmundsen, 2012; Mostafiz et al., 2020).
First, the ability of the management to handle the mode switch, the risk
management that allows to switch to an alternative mode and the ability of the
management to manage the potential new mode option (Swoboda et al., 2011;
Mostafiz et al., 2020). For instance, if a firm intends to switch from exporting
via an intermediary to an own sales force the management of the exporting
firm needs the abilities to handle and manage the own sales force abroad.
Second, the attitudes of the management can be a switching deterrent as each
change in a firm causes less power and control for some managers
(Osmundsen, 2012). For example, if a export sales manager worked together
with an intermediate for a respective country, he will lose his customer if a firm
decides to launch an own sales force in the foreign country because the supply
chain step of the intermediary is integrated into the firm in form of the own

sales force.

The last step and outcome of the mode switching process is the mode decision
which was contributed by the 5-step approach of Sachse (2010) in chapter
2.6.1. Finally, the firm can decide to stay with the current mode, change to an
alternative mode with higher control, higher investment and higher risk, change

to an alternative mode with less control and less investment or leave the
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market completely and combine mode options for a respective market
(Swoboda et al., 2011).

The key actors who are influencing and driving the mode switching process
include the advisory board, top management, export manager or
internationalisation team and the current team of the foreign operation mode
(e.g. export managers, local sales or cooperation partners and direct
customers) (Sachse, 2010; Georgiou, 2014; Wojcik & Ciszewska-Milnaric,
2020). These actors make individual or collective decisions within the mode
switching process and are the driving force, impulse-provider and context
designer (Kutschker & Schmid, 2006). During their decision-making, these
actors are influenced by several stakeholders. There are internal stakeholders,
like middle management and employees in different functional areas, e.g.
R&D, purchasing, logistic, etc.) and external stakeholders from the business
environment, such as customers, government, suppliers and investors (Chetty
& Blankenburg Holm, 2000; Sharma & Blomstermo, 2003; Wojcik &
Ciszewska-Milnaric, 2020). Considering this influencing aspect in the
theoretical framework of this thesis is contributed by the integrated mulit-level
model of Albaum and Duerr (2008) who explain that the the behaviour and
personal interests of key actors often drive decision-making porocesses.
Therefore, it is important for me to consider and understand the existing
knowledge of previous studies regarding the key actors of the mode switching
process and their influence on the process because | explore the influences of
the key actor’'s behaviour and the environment on the decision-making

process in research Objective 2.

The main gap in the literature body regarding the decision-making process of
mode switching is that the existing theories do not consider that multinational
companies are a complex and coupled network of several decision-making
processes of mode switching which are running at the same time and can
influence each other (Rezende, 2006; Asmussen, 2009). Next to this, due to

the research design of previous studies the main focus was on quantifiable
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influencing factors and not on qualitative influencing factors as for example the
personal behaviour of the key actors and their influence on the decision-

making process (Albaum and Duerr, 2008; Sachse, 2010).

2.7 The School of Internationalisation

According to the literature house, this chapter is describing the fourth pillar and
fourth main theme of the thematic analysis, as illustrated in Figure 16, the

school of internationalisation research.

Schools of

Internationalisati
on Research

Existing Literature and Previous Works

Figure 15: The literature house_School of Internationalisation Research

Regarding internationalisation of firms, the variety of theoretical models have
emerged over the last 40 years in the literature (Zentes, Swoboda & Morschett,
2004; Marcharzina & Wolf, 2005; Becker, 2005; Kutschker & Schmid, 2006).
Sachse (2010) has shwon in his study that these theoretical models have
influenced and contributed knowledge to the decision-making process of mode
switching which was outlined as theoretical framework in the previous chapter,
because perspectives and elements of these theories wer included in single
steps of the theoretcial framework (Figure 14, page 81). Therefore, | intend to

critically review the existing theories regarding internationalisation of firms
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within the next sections to discuss the theoretical contributions and

underpinnings of each theory to this research topic.

As shown in Table 12 (page 51), the theories could be grouped into traditional
perspective based on economical factors of influence and into
behavioural/process-based perspectives that emphasises internationalisation
as a dynamic process (Benito & Welch, 1993). While the traditional
approaches are typically used to answer the “why?” (the reasons for a firm to
internationalise) and “how?” (process and configuration of internationalisation)
concerning internationalisation, the process-based approaches see
internationalisation as a dynamic process and therefore also intend to answer
the “when?” (timeline and dynamic of internationalisation) questions
(Johanson & Vahlne, 1990; Sachse, 2010).

2.7.1 Traditional Approaches of Internationalisation

The following sections present the traditional approaches of the
internationalisation literature, the transaction cost approach, the agency
theory, the Eclectic Theory by Dunning, the competition-oriented and strategic

approach and the real option theory.

2.7.1.1 Transaction Cost Approach

The theory of transaction cost was developed by Coase in 1937 and further
investigated and adjusted by Williamson (1975, 1985) and by Axinm and
Matthyssens (2002). The underpinning of this theory is that the decision of a
firm is based on comparing the costs of the decision options. The only decision
determinant is the amount of costs of each option / strategy and consequently
which strategy is more cost-effective (Williamson, 1975). The discussion about
the total amount of costs before and after a change of a current set-up, the so
called transaction costs, are getting increasingly important in reagrds to mode
switching (Axinm & Matthyssens, 2002; Sachse, 2010; Rindfleisch 2019).
According to this theory the costs for switching a previous selected mode is

increasing, the higher the uncertainty, the more specific the activity is and the
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rarer the transaction is (Axinm & Matthyssens, 2002; Calveras &
Orfila-Sintes, 2019). Considering these factors Buckley and Casson
(1981) have developed a model for choosing between the entry
mode options, exporting, contracting/licensing, direct investment
and performing a transaction within a company. The main focus of
their research was on the perfect timing for a direct investment and
at what stage of the internationalisation process the cost conditions allow
a switch from licensing to direct investment (e.g. launching an own
subsidiary abroad). According to Swoboda (2002) and Welch et al.
(2007), companies will choose the organisation form and location of a
foreign activity where the transaction costs can be minimized (Welch et
al., 2007; Sachse, 2010; Calveras & Orfila-Sintes, 2019).

In the literature the transaction cost theory is often criticised for focusing
only on one aspect and for ignoring aspects like resources of a
company (Coase, 1937; Axinm & Matthyssens, 2002; Rindfelisch, 2019).
According to Swoboda (2002), large firms with a hierarchically structured
organisation are more likely to choose a transaction with higher
risk and that requires significant management time because of
the availability of resources in comparison to small firms. Similiarly,
the approaches which focus on achieving competitive advantages due to
a transaction are also critisizing the transaction cost approach for
focusing only on the costs as decision determinant (Hymer, 1976). In
addition, the approach is critizised because some costs like
coordination costs (cost for planning, organisation,
management, communication) are only considered in a limited
degree (Rugman, 1997). Last but not least it is an approach that
investigate decisions with exclusion of the efficency perspective has
weaknesses and is limited to one aspect (Kutschker & Schmid, 2006;
Calveras & Orfila-Sintes, 2019).

According to Sachse (2010), the transaction cost theory is often criticized as
it is one of the most investigated theories of the literature and many firms
are using this approach—to—evaluate—their—internationalisation theories
(Kutschker & Schmid, 2006; Sachs%,92010). Consequently, this theory is

defined as part of
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the evaluation process of the decision-making process of mode switching as
illustrated in Figure 17 and is explored within this research project (Rezende,
2006; Sachse, 2010).

l ! !

E'Jlluatlon Process [ Switching detterents

Attitudes (self-
interest,
relationships,
control)

The ability of
Economical
Transaction Cost Management /
Potential
risk management

l l l

Figure 16: Extract of the theoretical framework_Transaction costs

2.71.2 Agency Theory

The agency theory claims that external third party partners (agents) in a foreign
market (e.g. the intermediate dealer) have competitive advantage due to their
higher knowledge and information about their market in comparison to the
exporting company and they are using their advantages to achieve their own
objectives (Welch et al., 2007; Metsola, Lappaaho, Paavilainen-Mantymaki,
Plakoyiannaki, 2020). As the decisions of a firm are influenced by the external
partners, internationalising firms are increasingly focused on controlling,
gradual development of knowledge and promoting trust between the partners
in an international network (Welch et al., 2007). As working with external
partners in a foreign country is one option for working in an international market
for a multinational company, the agency theory can contribute knowledge to
the theoretical underpinning of this thesis as part of the theoretical framework
as illustrated in Figure 18, because the external partners are categorized as
external environment within the switching motivators (Welch et al., 2007;
Metsola et al. 2020).
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Figure 17: Extract of the theoretical framework_agency theory

2.71.3 Eclectic Theory by Dunning

Dunning (2000) developed the eclectic paradigm as a theoretical framework in
order to integrate and join different aspects of the traditional
internationalisation approaches which are described in chapter 2.7.1 (Dunning,
2000). According to Dunning (2000) the performance of the international
business of a firm depends on the factors, ownership advantages (e.g. firm
specific assets) (O), location specific advantages (e.g. attractiveness of a
foreign country) (L) and internationalisation advantages (e.g. the ability of a
firm to internationalise within his organizational structure) (). Therefore the
paradigm is often named the OLI framework in the literature. Following the OLI
Framework a firm would choose the internationalisation strategy which
combines the most advantages regarding the ownership, country specific and
internationalisation advantages (Dunning, 2000; Sachse, 2010; Yaw & Keon,
2020). The core statement of the framework is that a firm which is not owning
a valuable asset which develops a competitive advantage in the domsestic
market would not internationalise. But if a company has exclusiv ownership
advantages and no location or internationalisation advantage, it will
concentrate on contractually based modes options of internationalisation (e.g.
through licensing). If a company has additionally internationalisation
advantages, it would start with exporting and if the company has finally also

location advantages, direct foreign investments seems most attractive
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(Kutschker & Schmid, 2006; Yaw & Keon, 2020). The eclectic theory of
Dunning (2000) bascially builds the underpinning of the switching motivators
which are illustrated in the theoretical framework as shown in Figure 19. The
ownership advantages (O) which mainly depends on the attitudes of the
managers are categorized in the atitude based switching motivators, the
location specific advantages (L) are considered as external environment and
the interantionalisation advantages (I) are categorized as internal environment
because the organizational internal structure of a firm very much influences

the internationalisation advantages (Dunning, 2000; Sachse, 2010).

l l |

Reasons for starting the mode change process / Switching Motivators

Attitude based
(relationship,
control)

Internal External

Performance
Environment Environment

l | |

Figure 18: Extract of the theoretical framework_Eclectic Theory of Dunning

The eclectic theory is often recommended in the literature because it includes
many and different explanatory variables and most important it also indicates
how these variables are interacting with each other (Swoboda, 2002; Yaw &
Keon, 2020). For instance, if a company is mainly focused on research and
development and is developing many new products and novel technologies
(ownership advantage), this company would only start to export their products
if it would be able to organize the distribution, sales and logistics abroad

(internationalisation advantage) (Dunning, 2000).

The eclectic theory is frequently studied in the literature and often used by
managers for evaluating internationalisation decisions (Sachse, 2010). The
eclectic theory by Dunning can contribute knowledge to the theoretical

underpinning of this thesis and | am using parts of the theory for building the
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conceptual framework for this research as shown in Figure 19, because this
theory defines influencing factors and starting impulses of the decision-making

process of mode switching framework outlined in Figure 11 (page 64).

2.7.1.4 Competition-Oriented and Strategic Approach

If a company decides to enter into a foreign market, it has initially
disadvantages in comparison with the domestic competition as typically,
knowledge, information and experiences with competitors, customers,
partners products, markets etc. are missing (Sachse, 2010; Hollensen, 2017).
The only exception could be a joint venture approach in which an
internationalising firm merges with a local firm to benefit from the knowledge
of the local firm (Hollensen, 2017; Han, 2019). According to the competition-
oriented approach, a company can only internationalise successfully, if it
overcomes the foreigness in a foreign market and becomes a well established
player in the market by developing a competitve advantage (Welch et al.,
2007). As this theory defines the external environment of an internationalising
company as an important influencing factor of the decision-making process it
can contribute knowledge to the theoretical underpinning of this thesis as part

of the theoretical framework.

The researchers Prahalad and Doz (1987) claim that an internationally active
firm has build an organizational set-up to balance the local responsiveness
which means the need to adopt to the local host-country conditions and the
global integration which means to find a globally standard approach which they
can follow within its international activities. This organizational set-up
determines the behaviour of a firm, determines the competition-advantage and
consequently influences the international success of a firm (Prahalad & Doz,
1987; Hollensen, 2017; Han, 2019). According to Harzing and Van
Ruysseveldt (2004) firms have several options to set-up their organizsational

structure as illustrated in Figure 20.
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Figure 19: Organization forms of multinational firms (Harzing & Van Ruysseveldt,
2004)

Depending on the strategic decision, the characteristics are adjusted in a
company regarding organisation, management and coordination. In order to
achieve competitve advantages, Barlett, Birkinshaw and Ghoshal (2004) count
on economies of scale. For instance, a company with a globalization strategy
whose focus is on achievieng economies of scale will build a centralized hub
organisational structure to achieve scale benefits from central activities like
purchasing. This theory is important to consider as it is focused on the
strategical set-up of a multinational company which is categorized as internal
environment within the process model of mode switching in the theoretical
framework as shown in Figure 21. Conseqgeuntly, according to the competition-
oriented model the organizational structure of a multinational company can
influence the decision-making process of mode switching (Harzing & Van
Ruysseveldt, 2004; Sachse, 2010). Therefore, | intend to explore this aspect
in his research project and the aspects and perspectives of the theories are

included in the theoretical framework of this thesis (Figure 14, page 81) .
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Figure 20: Extract of the theoretical framework_Competition-Oriented Approach

2.7.1.5 Real Option Theory

The real option approach is an additional economics-based theory which is
analysed and used by authors in the literature (Copeland & Tufano, 2004;
Wadeson, 2020). The theoretical underpinning of the approach is that
irreversible investments have a risk of loss if they are related to uncertainty.
This risk can be reduced through a flexible timeframe which would put the
company in the position to gather further information and to reduce the
uncertainty. Generally the managers have 4 options in case of uncertainty
regarding the result and outcome of their decision, to put off the action (option
to wait), discontinue the action (action of withdraw), to expand (expansion
option) or to use a completely different option than planned previously (option
to exchange) (Copeland & Tufano, 2004; Wadeson, 2020).

Regarding the internationalisation, the real option approach is interesting in
case of the decision about a foreign direct investment (Fisch, 2004) and
therefore needs to be considered in this study because this theory defines the
decision alternatives that a company has at the end of the decision-making
process of mode switching (option to wait, withdrawing from a market, expand
the financial investment in a market or to switch the mode in a market). For
instance, a firm will not make a foreign direct investment if the performance
and results of the foreign direct investment are not clear or unsure. Maybe the

company will invest at a later stage when the conditions are better and
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especially when the performance and outcome of an investment is clear and
with less uncertainty because the risk of failling is lower. According to
Macharzina and Wolf (2005), the real options approach can also be used to
define and analyse the stages of an internationalisation process, because the
stages can be seen as investments with different optional character. For
example, is exporting seen as a delayed investment because after gaining
some market knowledge and establishing the export sales channel, the
company could switch the mode option to a direct investment. In comparison,
the foreign sales subsidiary is an immediate option, because the company
needs to invest directly to implement this mode in the foreign market.
Concerning the real options theory this means that there is an investment
timeline for further internationalisation from exporting up to foreign direct
investments (Macharzina & Wolf, 2005; Wadeson, 2020). As illustrated in
Figure 22 the management of uncertainty and risks is considered as switching
detterents within the evaluation process of the mode switching process of the

theoretcial framework.

Summarized, the aspects of the real option theory can contribute knowledge
to the theoretical underpinning of this thesis as this theory defines switching
deterrents for the evaluation process step and because it defines the decision
options of the decision-making process of mode switching (option to wait,
withdrawing from a market, expand the financial investment in a market or to
switch the mode in a market) (Copeland & Tufano, 2004; Fisch, 2004,
Marcharzina & Wolf, 2005; Wadeson, 2020). The contributions to the

theoretical underpinning of this thesis are shown in Figure 22.
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Figure 21: Extract of the theoretical framework_Real Option Theory

2.7.2 Process-Based Approaches

Next to the economic-based and traditional theoretical approaches in the
literature which are mainly focused on rational decisions, the process-based
approaches will be discussed in this chapter (Table 12, page 51). The aim of
this research is to understand a global firm’s management decision-making
process of mode switching and the reason why these mode switching activities
occur. The study will develop a new process model to illustrate and explain
this business activity and expand the international management literature
base. Due to the focus on the process perspective of this research (as
illustrated in the theoretical framework in Figure 14, page 81) and the outlined
aim of this research project in the first chapter of this thesis, the process-based
approaches of the internationalisation literature body need to be considered

as theoretical underpinning of the conceptual framework.
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2.7.2.1 Process Perspective

The process theories assume that the internationalisation process is a
decision-making process which is realised in a step-by-step approach
(Johanson & Wiedersheim-Paul, 1975; Vahlne, 1990; Belderbos, Tong & Wu,
2020). Often defined as the UPPSALA model, Johanson and Wiedersheim-
Paul (1975) developed the first and most influential model of the process
theories. This model assumes that the internationalisation activities occur
incrementally and that a firm extend their internationalisation activities and
commitment with increasing market knowledge (Johanson & Wiedersheim-
Paul, 1975; Belderbos et al., 2020). The main focus of the model is managerial
learning and the model is describing internationalisation in terms of the
mechanism of market entry decisions. For instance, a firm starts its
internationalisation with exporting their goods to a similar “geographically
close” market. After gaining experiences through the exporting approach, the
firm is launching its own sales subsidiary due to the higher knowledge and
market commitment and over time, the firm decides to invest abroad and to
build their own production facility in the foreign market. This increasing market
and internationalisation knowledge is leading to further internationalisation
activities in more distant countries and markets. According to Johanson and
Vahlne (1977, 1990), the time frame of the internationalisation process is
relatively long and the internationalisation commitment is a gradual process
with incremental steps. Steinkamp (2020) suggests in her book that the
UPPSALA model is still up to date although it was firstly developed in 1975
because many firms still follow the gradually defind internationalisation
process of the UPPSALA model. Following the learning process of
internationalisation, a firm develops incrementally and increases its
international activities over time (Steinkamp, 2020). Therefore, models like the
UPPSALA theory are characterised as a systematic approach (Yip, Biscarri &
Monti, 2000). The primary goal of many business organisations is constant
growth and to extend their sales and profits. If a company has stable figures it

may be considered as a negative trend, even if the business is profitable
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(Penrose, 1959). Therefore, the intention of a firm regarding
internationalisation is to move over time from purely exporting to foreign
country production based on the managerial learning process (Johanson &
Vahine,1990; Sachse, 2010; Steinkamp, 2020).

These assumptions are also supported by Cavusgil (1984) and Zentes,
Swoboda and Morschett (2004), who argue that the internationalisation of a
firm has a lifecycle and a firm passes several stages of increasing international
commitment and activity. According to Zentes, Swoboda and Morschett
(2004) the process-based approaches analyse the internationalisation process
as a form of developing a market. Additional steps such as managing
production plants or sales subsidiaries abroad are not reconsidered (Rezende,
2006; Asmussen et al., 2009). Furthermore, the processes are typically
focused on one international activity or market (Rezende, 2006; Asmussen et
al., 2009). Therefore, theses approaches do not consider interdependencies
that occur in the global mode network of multinational companies and between
simultaneous international activities that are happening at the same time which

is the main focus of this research.

The process-based models are well discussed and used in the literature of
internationalisation (Benito, Pedersen & Petersen, 2005, Belderbos et al.,
2019), but the models are often criticized because they are not using modern
option of entering a market like web-based sales and that the models are only
future-oriented and mainly focus on growth (Benito et al., 2005). Due to this
set-up the models cannot consider, for instance, the relevant aspect if a firm
decides to remain at one stage in the process or decides to exit from a foreign
market (Benito et al., 2005). Hollensen (2017) argue that the pace of
internationalisation has accelerated over the last decade and especially the
internet have made it easier and faster for a firm to gain market knowledge.
Therefore many firms start to expand internationally right from the beginning

of their foundation and are defined as born-globals. (Moen & Servais, 2002;
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Gabrielsson, Kirpalani, Dimitratosd & Solberg, 2008). The born-global

approach is described in the next chapter.

As mentioned at the beginning of this section, the UPPSALA model is the first
and one of the most influential process theories of the internationalisation
literature. As | build his theoretcial framework on a process approach and
intends to investigate the decision-making process of mode switching it is
evident that the most influential process theory of internationalisation
contributes knowlegde and needs to be considered in this thesis (Sachse,
2010).

2.7.2.2 Born-Global Approach

Companies which are starting to expand internationally right after their
foundation are called “born-global” firms (Moen & Servais, 2002; Gabrielsson
& Kirpalani, 2004; Gabrielsson et al., 2008; Wadeson, 2020). There are many
researchers who are focusing on these companies and who argue that born-
global firms can speed up their internationalisation process by using
networking and the internet (Gabrielsson & Kirpalani, 2004). These companies
do not need an incremental step-by-step process to internationalise because
they start to expand into foreign markets right after foundation of the company
(Sharma & Blomstermo, 2003). The decisive step for a born-global company
is the positioning in the available global networks because the born-global
companies are gaining the knowledge which is necessary to be competitive in
their market from their network partners (Sharma & Blomstermo, 2003).
Sharma and Blomstermo (2003) explain the international learning through
networking. There are several definitions of born-global companies. Generally
in the US a company is called “born-global” if 25% of the turn-over is gained
abroad within the first three years. In Europe this would be a small challenge
for most of the companies because of the European trading unit (Gabrielsson
etal., 2008; Wadeson, 2020). Therefore, the defintion “born-global” has a more

qualitative character in Europe. According to Gabrielsson, Kirpalani,
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Dimitratosd and Solberg (2008), the potential of domestic market, the product,
the export market and especially the initial commitment of the management to
expand international (global vision) should be considered if a company is

categorized as a born-global company.

This research is focused on multinational companies which have developed
their international set-up over years and decades. Consequently, the born-
global approach does not contribute a relevant contribution to this study and is
only mentioned and described to show the reader the complete scope of the
internationalisation theories and that additional theories are existing
(Gabrielsson et al., 2008).

2.7.2.3 International Entrepreneurship Research

The important role of entrepreneurs and their attitudes as managers is often
emphasized in the literature (Jones & Coviello, 2005; Kimmerle, 2005; Oviatt
& McDougall, 2005; Engelen, Heinmann & Brettel, 2009; Ripollés & Blesa,
2020). According to  Young, Dimitratos and Dana (2003), resources,
competences and capabiliites of the actors within a company are the most
decisive factors in the internationalisation process of a firm. As already
indicated in the studies of international entrpreneurship (Link, 1997;
Gabrielsson, Kirpalani, Dimitratosd & Solberg, 2008; Ripollés & Blesa, 2020),
in the early stage of the internationalisation, the position in the global networks
is very important and the network of the decision makers with the actors of the
partners is substantial for the international success (Link, 1997; Gabrielsson
et al., 2008).

Oviatt and McDougall (2005, p. 540) stated that international entrpreneurship
is:

"a combination of innovative, proactive and risk-seeking behaviour that
crosses national borders and is intended to create value in

organisations".
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This is supported by the model developed from Jones and Coviello (2005)
where the factors level of innovativeness, level of risk tolerance and
managerial competence are the most decisive regarding the behaviour in an
internationalisation process. All actions in the internationalisation process are
triggered by the managers and their behaviours. In sum, all actions result in
an internationalisation profile and strategy of a firm and finally the performance
of the internationalisation is the outcome of all actions (Jones & Coviello,
2005). Jones and Coviello (2005) argue that the managers are going through
several feedback loops and their decisions are influenced by previous
successes, know-how and experiences. Due to decisive characters of the
entrepreneurs in the internationalisation process, there are studies which focus
on the influence of personal attitudes and values of managers (Engelen,
Heinmann & Brettel, 2009). Although the characteristics of entrepreneurs and
their influence in the internationalisation process are increasingly in the
research focus, it is still unclear which consequences the characteristics of
entrepreneurs have for the success in foreign markets (Engelen et al., 2009;
Ripollés & Blesa, 2020).

According to the heading and aim of this study, decision-making of the
management is the main focus of this research. As intuitive decisions are part
of the decision-making theory as outlined in the integrated multi-level approach
of Albaum and Duerr (2008), the international entrepreneurship theory can
underpin the theoretcial framework of this thesis by explaining which
influences the managers” behaviour have on the decision-making process

model of mode switching, outlined in Figure 14 (page 81).

2.7.2.4 The Relationship School of Network Perspective

The network perspective approach is based on social exchange and resource
dependency theories (Sharma & Blomstermo, 2003). The main focus in this
approach is on non-hierachical systems in which firms invest to improve and

strengthen their position in global networks (Sharma & Blomstermo, 2003;
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Ripollés & Blesa, 2020). Especially the inter-organisational and inter-personal
relationships in the global network play a decisive role (Chetty & Blankenburg
Holm, 2000; Li, Li, & Dalgic, 2004). In this case the relationships can involve
customers, suppliers, competitors, private and public agencies, family, friends,
etc. According to this approach, the success of internationalisation depends
more on the ability of a firm to position itself in the global networks rather than
on firm-specific advantages. Therefore researchers often talk about

externalisation instead of internationalisation (Li et al., 2004).

While previous discussed “stage” models suggest unilateral processes with
focus on one company, the network perspective is providing a more
multilateral element for internationalisation (Johanson & Vahine,1990). As
multinational companies can be defined as multinational networks consisting
of several inernational subsidiaries and external partners (like distributors in a
respective country), the relationship school of the network perspective
underpins the conceptual framework of this thesis (chapter 2.9) by defining the
existing network of the multinational company and evaluating the connections
within the network. This theory considers the existence of interdependencies
and relationships between several international activities within multinational
companies. Therefore it is an important theory for this study because it
underpins the conceptual framework and defines the existance of
interdependencies between simultaneous (happening at the same time)
decision-making processes of mode switching. However, also the model of the
network perspective does not explain how the interdependencies influence the
decision-making process of mode switching and how they are handled within

multinational companies (Rezende, 2006; Asmussen et al., 2009).

2.7.2.5 The Configuration and “Gestalt” Approach

In 1991, Macharzina and Engelhard developed a model with an holistic
dynamic view on the internationalisation process which is called the GAINS

approach (Gestallt-Oriented Approach of International Business). In

103



PhD Thesis Mario Gehrlein

comparison to the previous explained stage models, this approach tries to
analyse internationalisation as dynamic processes and of the constellation
environment-structure-strategy-process in the context of the categories Non-
Exporter, Reactive Exporter and Active Exporter. The respective categories
are called the “Gestalt” and there are two possible configurations, the phase
of transition where the “Gestalt” gets changed and the phase of stability where
the “Gestalt” does not change. Acccording to this approach,
internationalisation has a process-oriented character and is a part of corporate
development. The advantage of this model is that incremental change
processes as well as process with revolutionary changes can be described.
Macharzina and Engelhard (1991) argue that incremental changes may have
the advantage of more cost favourability and less risk but the revolutionary
changes can also happen during the transition phase if a firm keeps between
two optimal “Gestalt” constellations which can lead to disharmony and higher
costs (Swoboda & Morschett, 2004; Sachse, 2010; Keller-Bacher & Zerfass,
2019).

Based on the GAINS model, Kutschker (1996) and Kutschker and Bauerle
(1997) developed the “Three E’s model” which was further analysed by other
authors (Swoboda, 2002; Zentes, Swoboda & Morschett, 2004). These
researchers characterised internationalisation as a trial and error process.
According to Swoboda (2002), within the internationalisation process a firm is
going through organisational changes which have evolutionary, episodic and
epochal differences. A firm is developing a foreign market in an ongoing
process (international evolution) and over time the firm is doing international
epochal changes. Between these two phases, there are bigger changes
regarding the internationalisation process (international episode). The term
‘evolution” stands for the small incremental steps of a firm in its daily
international business (Swoboda, 2002; Zentes et al., 2004; Keller-Bacher &
Zerfass, 2019). In comparison episodes are going faster and are more

revolutionary according to Kutschker (1996). Another characteristic of this
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phase are the longer periods of increased international activities and that large
parts of an organisation are faced with new and complex challenges. For
instance, if a firm launches a new subsidiary by taking over a competitor,
Kutscker talks about an episode in the internationalisation process (Kutschker
& Schmid, 2006). The longest period in an internationalisation process is an
epoch in which several episodes can occur, for instance the establishment of
a subisdiary, followed by the consolidation (evolution). The beginning of a new
epoch typically triggers a fundamental change over a long time period
(Swoboda, 2002; Keller-Bacher & Zerfass, 2019). According to this model,
internationalisation is always a process with incremental steps but there can
be revolutionary changes during the process, while far reaching changes
which would cause a new epoche are typically seldom found. Consequently,

the underpinning of this theory is the UPPSALA model with categorized epoch.

2.7.2.6 The Three-Level Model by Swoboda

According to Swoboda (2002) there are three levels which are influencing the
internationalisation process of a firm, as illustrated in Figure 23. The first level
is grouped into internal and external environmental factors which are seen as
the stimuli of international development. The main determinants of the primary
level are the country portfolio, the operation mode and the transfer of value
creation. The primary level is defined as the foundation and guiding principles
of the internationalisation process and to develop internationalisation
pathways. The secondary / basic level are the changes of structure, processes
and culture within a company that occur due to the internationalisation
pathways. Depending on the developed pathways, the company is creating its
new configuration regarding processes, culture and structure (Swoboda, 2002;
Schmid & Morschett, 2020).

In comparison to the dynamic perspective of the GAINS and Three E’s model,
Swoboda (2002) argue that firms do not change permanenty the process,

structure and change dimensions. According to his research, there were
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companies that have not switched their operation modes, while other firms
have switched or either withdrawn from a market due to the low success.
Therefore, Swoboda (2002) claims that for each international path, a
successful firm creates its different “perfect” configuration. Next to Swoboda,
also other researchers like Calof and Beamish (1995), Swoboda and Jager
(2008) and Schwarz (2009) have used this model in their studies. This means
that the international path and the established mode option of a company is
always adjusted according to the external and internal circumstances over time
and therefore, mode switching can be necessary to maintain the “perfect”
configuration if the circumstaces and environment of an international activity is
changing (Schwarz, 2009; Schmid & Morschett, 2020).
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Figure 22: The level model of internationalisation (Swoboda, 2002)
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According to Simon (2007), the main advantage of the three level model is the
connection between the traditional market oriented dimensions and the

internal company dimensions and therefore the models provides additional
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insights in comparison to previous models. On the other side, Simon (2007)
critises the model for its complex structure of the different levels which can

cause contradictions within the model and levels.

The level model of internationalisation has many advantages, is often
investigated in many studies and used by managers and companies in practice
(Calof & Beamish, 1995; Swoboda & Jager, 2008; Schwarz, 2009; Schmid &
Morschett, 2020). Therefore, it underpins the conceptual framework of this
study by defining the internal environment, external environment and
performance of the mode option in place as important switching motivators
within the mode switching process of the theoretical framework in Figure 24
(Copeland & Tufano, 2004; Fisch, 2004; Marcharzina & Wolf, 2005).

l | |

Reasons for starting the mode change process / Switching Motivators

Attitude based
Internal External
(relationship, . . Performance
Environment Environment
control)

l l l

Figure 23: Extract of the theoretical framework_The Three-Level Model by Swoboda

2.7.2.7 Path Dependency in Internationalisation

Most of the internationalisation models define the learning process as a
cumulative, path-dependent process where each stage adds knowledge to a
firm (Eriksson, Majkgard & Sharma, 2000; Araujo & Rezende, 2003;
Hutzschenreuter, Pedersen & Volberda, 2007; Sune, 2018). Consequently, the
underpinning for the further development of the internationalisation is given by
the accumulated knowledge in the past (Hutzschner et al., 2007). Therefore,
the path theory challenges the neoclassical assumptions that a so called lock-
in phenomenon — an inefficient and irreversible result has developed itself —
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has established itself. The most relevant study about path research was done
by David (1985) who investigated the path dependency of the keyboard layout
(often called QWERTY in the literature). David analysed the development of
the keyboard technology by showing how an inefficient technology standard
was developed and why it is still used. According to David (1985, p. 333), path

dependency can be defined as follows:

"A path-dependent sequence of economic changes is one in which
important influences on the eventual outcome can be exerted by
temporally remote events, including happenings dominated by chance
elements rather than systematic forces. Such stochastic processes do
not converge automatically to a fixed-point distribution of outcomes and

are referred to as nonergodic”

There are several researches in the literature, like Schreyogg and Sydow
(2003), Holtmann (2008), Koch and Roedenbeck (2008) and Sydow (2009)
which analyse paths as process with small events which in sum develop stable
behavioural and thinking patterns. As the final pattern is not predictable at the
beginning of the process, the final outcome could be an inefficient situation. In
case a lock-in situation is established or the previous events lead to such a
situation a firm can break the path or destabilising individual paths to return to

a starting point and to the freedom of decisions.

In 1989, Luostarinen developed a concept which explains why firms are often
limited in their decisions about the structure of their internationalisation
pathways (Holtmann, 2008; Sune, 2018). According to Luostarinen (1989), a
firm reacts “elastically” regarding further development of familiar alternatives
and “non-elastically” concerning new options. Therefore, a firm stays with the
exisiting pathway if the firm is more sceptical with new and unknown
alternatives. The existing knowledge is determining if a firm is flexible or elastic
regarding switching to a new mode in which a firm does not have prior

knowledge which is described as changing the pathway in the path
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dependency theory (Holtmann, 2008). This supports that the existing
knowledge of a firm can influence the decision of switching a mode or not and
therefore this influencing factor is included into the conceptual framework of

this research (Holtmann, 2008).

There are several studies in the literature regarding dynamic capabilities which
are investigating the question of how firms react on changed environmental
conditions (Teece, Pisano & Shuen, 1997; Zollo & Winter, 2002; Winter, 2003;
Barreto, 2010). According to Teece et al. (1997, p. 516) dynamic capabilities
are defined as:

"the firm's ability to integrate, build, and reconfigurate internal and
external competences to address a rapidly changing environment."”

The basis of this research theory is the resourced-based view and extended
by the dimensions of changed capabilities of resources, abilities, operating
actions, the decision-making process, opportunities and risks (Zollo & Winter,
2002; Barreto, 2010). The resource based view is focused on the internal
resources which are available for a firm. In this theory the management aims
to achieve the best possible success by using the minimum possible resource
commitment. In the model of dynamic capabilities, the historical development
of a firms plays a decisive factor which is also stated from Teece et al. (1997,
p. 522):

"Where a firm can go is a function of its current position and the paths

ahead. Its current position is often shaped by the path it has travelled.”

This is supported by Zollo and Winter (2002) who argue that best practices or
successes that are achieved in the past are very difficult to change within a
firm. Additionally, Welch, Benito and Petersen (2007) also claim that decisions
about mode switches are influenced by previous experiences. Last but not
least, Jones and Coviello (2005) argue that the historical environment and
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development path of a firm has to be investigated to understand the mode

decisions of a firm.

According to Hutzschenreuter, Pedersen and Volberda (2007), the paths of
internationalisation can be grouped in path-dependent and path-creating. The
path-dependent perspective is focused on firm-specific characteristics and has
therefore a limited capacity to change. Hutzschenreuter et al. (2007) argue that
the internationalisation process is often a simple evolutionary journey and
managerial strategic decisions are not considered by firms which means that
firms often do not follow a consistent strategic decision-making process of the
management but rather the managers follow an intuitive decision-making
process. Therefore he claims that the path-creating perspective considers the
firm’s dynamic capabilities that are necessary to renew the firm’s core
competences over time (Hutzschenreuter et al., 2007; Menzies, Orr & Paul,
2020).

Over the last years, this theoretical approach of path dependency has
achieved increasing significance in the literature (Schreyogg & Sydow, 2003;
Holtmann, 2008; Koch, 2008; Roedenbeck, 2008; Sydow, 2009). Regarding
international business, this model highlights the relevance of understanding
the temporal and spatial time frame of the internationalisation process and the
multiple and complex factors which can be the reason for events and activities
to happen. One advantage of the approach is that not only the systematic
factors are considered but rather the contingencies that are necessary to
understand, investigate and analyse the open system of internationalisation
that have a variety of conflicting influences (Araujo & Rezende, 2003). This
approach provides a model to understand the complex structural and
cognitively strategic patterns that guide the internationalisation of a firm
(Araujo & Rezende, 2003; Menzies et al., 2020).

Werle (2007) criticises the path-dependency approach because of its focus on
explaining stability and rigid behaviour of firms and therefore he claims that the
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approach only contributes small pieces to the actual change in
internationalisation. Additionally, the model does not answer the question of
how a firm can correct an once-taken path that have proved to be inefficient
(Werle, 2007). As mode switching can correct an inefficient proven
international activity of a firm, understanding the decision-making process of
mode switching can contribute knowlegde to the path-dependency model and
can extend the literature by closing this gap (Werle, 2007). However, the path
dependency underpins the conceptual framework especially regarding
objective three of this research, because it considers and mainly focuses on
the knowledge that firms achieved through previous international activities as
important aspect in the decision-making process of a firm (Holtmann, 2008). |
will explore if this gained knowledge through previous international activities
can be defined as interdependencies between decision-making process of

parallel mode switches that are happening at the same time (Hollensen, 2017).

2.8 Critical Evaluation of Literature Review

The certain theoretical theories attempt to explain internationalisation (Zentes
et al., 2004; Becker, 2005; Kutschker & Schmid, 2006; Leonidou et al., 2010)
may not provide a coherent picture as in some aspects they are contradictory,
but they provide exporting companies a theoretical underpinning to build up a
strategic management system for their internationalisation process (Rezende,
2006; Asmussen, 2009; Sachse, 2010; Belderbos et al., 2020).

In Table 16 | illustrate the numbers of selected papers per key theme (defined
through the thamatic analysis) of this research, school of internationalisation,
entry strategy, mode switching, management decision-making. Eighteen of the
one hundred twenty seven investigated papers cannot be grouped in one of
the key topics as these papers give input to more than one key topic or as
none of the key topics are mentioned in the papers.

Key Theme Numbers of Papers
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Entry Strategy 22
Management Decision-making 18
Mode Switching 16
School of Internationalisation 69
not defined 18

Table 15: Number of Papers per Key Topic

According to Table 16 the theoretical internationalisation theories (School of
Internationalisation) have received most attention in the literature in
comparison to the other key themes with more than 50% of the papers. This is
a further indication, that the underpinning of internationalisation is well
discussed and investigated in the literature and the existing theories provide a

holistic picture of the phenomenon internationalisation.

Evidently, the market entry strategy and the market entry process are very
complex and the decision of an entry mode is influenced by many different
factors that are acting simultaneously and interacting with each other
(Georgiou, 2014; Baker et al., 2020). Furthermore, Table 16 shows that in
comparison to the internationalisation theories the market entry process has
received less attention in the literature body of internationalisation. Although,
Georgiuo (2014) has investigated the decision-making process of market entry
deeply and holistic in a single case study, there are still some open questions
and there is still a lack of consensus in the reported evidence. For instance,
Georgiou (2014) is recommending that his multi-level model (Figure 13) should
be the basis for future research directions to bring improved consistency to
empirical evidence, or the question of how the choice of entry mode affect the
performance of an exporting company is also not finally answered (Oh, Arnett
& An, 2016; Liu, 2017; Baker et al., 2020). As the entry mode option is the
starting point if a mode switching process is launched (see chapter 2.6) the
market entry decision process explains how the starting point of a possible
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mode switching process developed from the beginning of the international
activity. It is therefore essential for this research to review the literature
regarding the market entry process because it is the underpinning of the
decision-making process of mode switching of a firm (Sachse, 2010).
Furthermore, the studies regarding the market entry process defind external
and internal influencing factors which affect the market entry decision process
(Georgiou, 2014; Oh, Arnett & An, 2016; Liu, 2017). As the market entry
decision process is the underpinning for a possible later decision-making
process of mode switching, it is evident that the same influencing factors as in
the market entry process can be included in the conceptual framework for the
decision-making process of mode switching and need to be investigated
(Sachse, 2010; Hollensen, 2017).

As an outcome of the literature review process, there were thirty four papers
with the key topics mode switching or management decision-making process.
Only three of them are specifically focused on multinational companies,
respectively collecting data from multinational companies while the remaining
papers are either focused on small- and medium-sized companies or the
company characteristic was not defined for the study. As illustrated in Figure
25, there is a gap in the literature regarding mode switching and management
decision-making research with focus on multinational companies. This is also
supported by Rezende (2006),Asmussen et al. (2009) and Belderbos et al.
(2020).
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PAPERS WITH FOCUS ON
MULTINATIONAL COMPANY

- [
BRemaining Papers

Figure 24: Papers with Focus on multinational companies

According to Rezende (2006), multinational companies can be conceputalised
as loosely coupled system and within this system there are several
internationalisation processes that co-evolve simultaneously (at the same
time) in different and overlapping networks. From this network perpective, the
processes are simultaneously independent and interdependent and they can
intersect and exert influences (interdependencies) on each other across
spatial and temporal contexts (Rezende, 2006; Belderbos et al., 2020). It is
evident, that this special characteristic of a multinational company requires the
following two meta-contingencies that have been overlooked in most of the
other studies (Asmussen et al., 2009):

- Interdependencies between internationalisation processes and especially
between decision-making process of multiple mode switches that are

running in parallel and at the same time (simultaneous)

- The managerial capacity of the multinational company and its management

to take these interdependencies into account
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This may prevail due to the limited exploration of this phenomena in the past
years (Rezende, 2006; Asmussen et al., 2009; Hollensen, 2017). A gap is
therefore evident in academic literature that this thesis contributes to explore.
This is essential for firms as interdependencies between simultaneous
international activities are a component of the decision-making process of
mode switching (Rezende, 2006; Asmussen et al., 2009; Hollensen, 2017) and
therefore this thesis is selecting one multinational case company to focus on
the interdependencies between simultaneous mode switching process within

a multinational company (see methodology chapter 3).

The thirty four papers regarding mode switching and management decision-
making, which were the result of the literature review, are either based on a
literature review or are collecting data from several companies and from one
international activity of each company through a quantitative survey. Analysing

the research methods that have been used in the selected papers about mode

switching and management decision-making processes provides the overview
in Table 17.

Key Topic Amount of Literature = Mixed Qualitative Quantitativ

Papers Review Methods

Management
Decision- 18 10 2 2 4
Making

Mode Switching 16 4 2 2 8

34 14 4 4 12
Table 16: Overview of the Research Methods per Key Topic

This overview shows that only four of the analysed papers are based on a
qualitative research method while twenty six of the papers are either based on
a literature review or on quantitative research methods. Due to this dominance
of the quantitative research methods, especially regarding the mode switching
papers (50% of the papers are based on quantitative research methods) the
findings and interpretations of these studies and the literature body are limited
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to statistical validation, analytical rationality, context-independent knowledge
and rules (Rezende, 2006; Asmussen et al., 2009). Additionally, the studies
about management decision-making processes are dominated from rational
decision-making processes, rules and parameters (Rezende, 2006; Asmussen
et al., 2009) and the intuitive and integrated decision-making models are
typically not considered although intuitive components exists in the
management decision-making concepts according to Albaum and Duerr
(2008). This is the last and maijor critic of this literature review as attitudes of
executives often drive internationalisation decisions and not only economic
factors (Calof & Beamish, 1995; Albaum and Duerr, 2008; Luoma & Martela,
2020). Therefore, this thesis intends to do an in-depth single case study of one
multinational company by using qualitative data collection methods to build a
model of management decision-making during a process of mode switching
which considers interdependencies of simultaneous internationalisation
processes within a multinational company and the intuitive components of the
management decision-making process of mode switching (Calof &
Beamish,1995; Rezenden, 2006; Albaum & Duerr, 2008; Asmussen et al.,
2009; Hollensen, 2017; Luoma & Martela, 2020).

Last but not least | want to point out as a summary of this section the overview
of the gaps in the literature as shown in Table 18 and that there are models in
the literature which describes the decision-making process of mode switching,
e.g. the developed model of Sachse (2010) and the underpinning theoretcial
framework in Figure 14 (page 81). But these models are typically built on data
from non-multinational companies and mainly the data is collected via
quantitative surveys (Rezende, 2006; Asmussen et al., 2009; Belderbos et al.,
2020). Therefore the existing models of the mode switching process are
describing and explaining the decision-making process of mode switching
process predominantly within non-multinational companies and for one
international activity of the respective firms because the data in the surveys

are collected in regards to one international activity of the firms (Rezende,
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2006; Asmussen et al., 2009; Sachse, 2010). According to Rezende (2006) a
multinational firm can be conceptualized as a loosely coupled system with
several internationalisation processes linked in a global network. These
processes can exert influences (interdependencies) regarding the supply
chain process (e.g. supply the countries from a regional hub), the brand
awareness (competition between subsidiaries in the same markets), costs
(e.g. product registration costs for specific regions), political factors (e.g. global
sanctions if a subsidiary offend an embargo), internal competition regarding
resources (e.g. which project receives the human resources), geographical
factors (e.g. exchange risks) and cultural factors (e.g. historical conflicts of
several cultures) (Albaum, 2005; Rezende, 2006; Guenzi, 2011; Belderbos et
al., 2020). This loosely coupled system of a multinational company with its
interdependencies within simultaneous (happening at the same time) decision-
making processes of mode switching, cannot be described with the existing
models of the literature (Rezende, 2006; Asmussen et al., 2009). Ignoring the
interdependencies of this network can implicate increasing complexity, costs,
not using synergistic effects to increase the efficiency and finally that a mode
switch needs to be reversed due to a lack of success which causes the
inefficient use of resources (Rezende, 2006; Asmussen et al., 2009). It is
therefore essential to explore the phenomenon of mode switching in the
context of an in-depth analysis of a multinational company to develop a model
of management decision-making during a process of mode switching which
considers interdependencies of simultaneous internationalisation processes
within a multinational company (Rezende, 2006; Guenzi, 2011; Belderbos et
al., 2020).
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Literature Gap Objectives Summary of the Gap Support References
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Most of the studies are based on quantitative philiosophical
positions or literature reviews which restrict the findings and
interpretations to statistical validation, analytical rationality,

context-independent knowledge and rules

The literature about decision-making processes has payed more
attention to intuitive decisions and integrated models but most of
the decision-making studies related to mode switching or
internationalisation are domiated by rational decision-making

processes, rules and parameters
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2.9 Conceptual Framework

The main constructs, parameters, variables, factors and assumptions are
graphically provided in a conceptual framework. According to Miles and
Huberman (1994) the conceptual framework can be elaborative or elementary
and helps to study the constructs, parameters, etc. and their relationship.
Maxwell (2012) defined the conceptual framework as the key model of a study
that illustrates the parameters and processes that influence the study.
Typically, the literature review underpins the conceptual framework which is
used as a guidance from the researcher to design the study. Developing a
conceptual framework is a process as the conceptual framework is changing
several times during a study as more information and insights become known
(Maxwell, 2012). Based on the literature review and the theoretical framwork
in Figure 14 (page 81) the first level of the conceptual framework was

developed and is shown in Figure 26.

Environment
- External
- Internal

International Activity

- Generation and
Key Actors - Switching Gathering Evaluation of [——» Decision
Muotivators Information

Alternatives

—_—

Implementation

Figure 25: Conceptual Framework Level 1
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)
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Table 19 (page 129) gives an overview which components of the literature
discussion have been integrated in the conceptual framework and which
theoretical background underpins the single components of the conceptual
framework. The process structure, flow and the single process steps are
underpinned by the multi-level decision-making model from Albaum and Duerr
(2008) (chapter 2.5), the decision-making process model of mode switching
from Sachse (2010) and the theoretical framework of the decision-making
process of mode switching process in Figure 14 (chapter 2.6). The boundary
of each decision-making process of mode switching is the international activity
in which the possible mode switch is done. These boundaries are supported
by Sachse (2010) and the theories about decision-making processes of mode
switching. As argued by Albaum and Duer (2008), Sachse (2010), Hollensen
(2017) and Luoma and Martela (2020), the key actors (managers) are the
driving force of each decision-making process and they are the starting point
of the decision-making process of mode switching (see chapter 2.5 and 2.6).
Furthermore, the international entrepreneurship theory (chapter 2.7.2.3)
supports that the key actors of the decision-making process of mode switching
are an important element of the process. Therefore, the conceptual framework
(Figure 26) includes the key actors as important component of the decision-
making process of mode switching. The key actors are internal employees of
a multinational company who are involved in the decision-making process of
mode switching such as Area Sales Managers, Export Director, Sales
Administrator, Chairman of the Management board, Management board,
Regional Sales Manager (Georgiou, 2014; Hollensen, 2017). According to the
Eclectic Theory (chapter 2.7.1.3), the competition-oriented approach (chapter
2.7.1.4), the process based approach (chapter 2.7.2.1), the configuration
model (chapter 2.7.2.5), the three-level model of Swoboda (chapter 2.7.2.6)
and the path dependency approach (chapter 2.7.2.7) there are influencing
factors from the external and internal environment of the decision-making
process of mode switching which impact the process and the decision

outcome. Therefore, the internal and external environment is included into the
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conceptual framework to investigate the influencing factors in this context. The
external environment can include external actors, like competitors, suppliers
or customers, external factors, such as political changes (Dunning, 2000;
Steinkamp, 2020). The internal environment can include internal actors and
factors, like company structure around the project or employees from other

departments or other projects (Dunning, 2000; Steinkamp, 2020).

As supported by Sachse (2010) and Albaum and Duerr (2008) decision-
making process of mode switching that is influenced by the key actors as well
as the environment of the international activity, is the centre of the conceptual
framework (highlighted with the red box in Figure 26). As argued in the agency
theory (in chapter 2.7.1.2) and in the model of Sachse (2010), the first step of
the decision-making process of mode switching are the switching motivators
of a firm. According to the theoretical framework (see Figure 14 in chapter 2.6),
the switching motivators can be caused by the environment of an international
activity, the attitudes of managers or by the performance of a current mode
(Swoboda et al., 2011). Therefore, the conceptual framework in Figure 26
defines the first process step of the decision-making process as switching

motivators.

As supported by Sachse (2010) and Albaum and Duerr (2008) the second
process step of the decision-making process of mode switching is gathering
information according to their model (see chapter 2.5 and 2.6). Within this
process step, the key actors are gathering information about the current mode
from the external and internal environment and from their own experiences
and knowledge (Albaum and Duerr, 2008; Sachse, 2010).

Based on the investigated data, the key actors generate and evaluate mode
alternatives and therefore the next process step in the conceptual framework
is defined as evaluation process (Ahlstrom & Bruton, 2010; Luoma & Martela,
2020). This evaluation process step is supported by the transaction cost theory
(2.7.1.1), by Sachse (2010) (chapter 2.6) and by Albaum and Duerr (2008)
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(chapter 2.5). Within the evaluation process, the key actors consider switching
deterrents, such as transaction costs, economic potential, the ability of the
management to handle a respective mode, the risk management and the
behaviour of the management (Albaum & Duerr, 2008; Sachse, 2010;
Hollensen, 2017).

As defined in the model of Sachse (2010) (see chapter 2.6) and the model of
Albaum and Duerr (2008) (see chapter 2.5) the last process step in the
conceptual framework is the decision about the mode switch and the
implementation of the decision. The key actors have the options to continue
with the current mode, to change to an alternative mode with higher control
(e.g. from direct exporting to own sales force), to change to an alternative
mode with less control or to leave the market (e.g. from an own sales fore to
exporting via an intermediate) and to launch a mixed method approach (e.g.
exporting through an intermediary and in parallel launching an own sales force
to approah new customers) (Nan, 2013). After the implementation phase of
the selected mode, the mode switching process is closed with going back to
the switching motivators as each mode decision is not unchangeable and after
a certain time the key actors can restart the mode switching process in a

respective international activity (Sachse, 2010; Georgiou, 2014).

As described in chapter 2.8, one of the major gaps in the literature body is that
previous studies have not focused on multinational companies and
consequently have not considered that there are multiple decision-making
process of mode switching which are happening simultaneously within a
multinational company (Rezende, 2006; Asmussen et al., 2009; Holensen,
2017; Belderbos et al.,, 2020). Therefore, the existing literature does not
explain the complexity of interdependencies between simultaneously
independent and interdependent decision-making processes of mode
switching within a multinational company (Rezende, 2006). The conceptual
framework level 1, outlined in Figure 26, cannot describe these multiple mode

switching processes within a multinational company since it focuses on the
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decision-making process of mode switching for one specific international
activity within a company. To close this gap and contribute knowledge to the
literature body, the conceptual framework of level one is extended to the
network of a multinational company and the interdependencies between
multiple mode switching processes that are happening simultaneously. The
result and finalized conceptual framework is illustrated in Figure 27. The
novelties of this finalized conceptual framework in comparison to the literature
are highlighted with red boxes to demonstrate the contribution to knowledge
that this research thesis intends to achieve. The first novelty is the structure of
a multinational company and its influence on the mode switching process and
the second novelty is the interdependencies that are existing between multiple
mode switching process within multinational companies. The fact that these
interdependencies are existing and are an important component of the
decision-making process of mode switching within multinational companies is
supported by Rezende (2006), Asmussen et al. (2009), Hollensen (2017) and
Belderbos et al. (2020). As shown in Table 19 the finalized conceptual
framework is underpinned by the discussed theories and concepts (see

chapter 2.5, 2.6 and 2.7) that are existing in the literature.

124



PhD Thesis Mario Gehrlein

Multinational Company

Environment Environment
- Extarmal - Extamial
- Internal - Internal
International Activity International Activity
andl el
Ky Actors Decision Evaluation af Decision
Altsrnatives —
’_ﬁl { implamentation |
1 Y
f I ;
Enviranment ironment
- External - Extermal
= Internal - Internal
interational Activity

— and nd
Key Actors | }—- Evalustionol |——s  Decision l Key Actors | Switching H Gathering Evaluation of ' Detision
Alternatives —

Figure 26: Finalized Conceptual Framework (The colours and shapes in the figure are only provided to make them more readable and do not have a specific meaning)
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. . . Included in the components of
Theory/Concept of the literature Discussed in chapter Support References

the conceptual framework

- The whole process structure

of the conceptual framework
- Albaum and Duerr, 2008

- Luoma & Martela, 2020
- Parnall & Crandall, 2017

is underpinned of the multi-

Management Decision Making 25 level model of decision-
making

- special focus on the key

actors and the environment

- The mode switching process - Sachse. 2010
and inner loop of the - Nan. 2013
Mode Switching 2.6 conceptual framework is - Georgiou, 2014
underpinned of the theoretical . Fonfara, Ratajczak-Mrozek & Leszczyriski, 2016

framework, illustrated in - Yan. 2020

Figure 11
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Transaction Cost Approach

Agency Theory

Eclectic Theory

Competition-oriented Approach

Real Option Theory

2711

2712

2713

271.4

2715

PhD Thesis Mario Gehrlein

Generation and evaluation of

alternatives

Switching Motivators

Key actors
Switching Motivators
External and Internal

Environment

Internal Environment

Decision

Implementation
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Swoboda, 2002

Kutschker & Schmid, 2006
Sachse, 2010

Calveras & Orfila-Sintes, 2019

Welch et al., 2007
Metsola et al. 2020

Dunning, 2000
Sachse, 2010
Yaw & Keon, 2020

Harzing and Van Ruysseveldt, 2004
Hollensen, 2007
Han, 2019

Copeland and Tufano, 2004
Fisch, 2004

Marcharzina and Wolf, 2005
Wadeson, 2020



Process based Approach

International Entrepreneurship

Research

The Configuration Approach

The Three-Level Model

Path Dependency

2.7.2.1

2.7.2.3

2724

2725

2.7.2.7

Internal Environment

Inderdependencies

Key Actors

Internal Environment

Inderdependencies

Switching Motivators
Internal and External

Environment

Internal Environment

Interdependencies
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- Johanson and Wiedersheim-Paul, 1975
- Vahlne, 1990

- Sachse, 2010

- Steinkamp, 2020

- Albaum and Duerr, 2008
- Engelen et al., 2009
- Ripollés & Blesa, 2020

- Swoboda, 2002

- Zentes, Swoboda and Morschett, 2004
- Sachse, 2010

- Keller-Bacher & Zerfass, 2019

- Copeland and Tufano, 2004
- Fisch, 2004

- Marcharzina & Wolf, 2005

- Schmid & Morschett, 2020

- Araujo and Rezende, 2003
- Eriksson, Majkgard and Sharma, 2000
- Sune, 2018
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- Hutzschenreuter, Pedersen and Volberda, 2007

- Albaum, 2005
- Interdependencies - Rezende, 2006
Critical Evaluation 2.8 - Key Actors - Asmussen etal., 2009

- Sachse, 2010
- Guenzi, 2011
- Belderbos et al., 2020

- External and Internal

Environment

Table 18: Components of the literature discussion in the conceptual framework
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210 Chapter Summary

The aim of this chapter is to identify the main theoretical developments and
the literature body of internationalisation, market entry, mode switching and
management decision-making, the themes which were identified through an
inductive thematic analysis. To select the most credible studies of the literature
and to use the inductive thematic analysis to analyse the selected studies a
systematic literature review was conducted. The literature review revealed
high and considerable interest in this research area, providing 6.433 studies
which were found in the electronic search of selected databases and search
engines. By using inclusion and exclusion criteria, the numerous numbers of
studies were reduced to a more manageable number of 143 studies. These
studies were published in 72 different journals and conference proceedings
from different disciplines such as marketing, management, process
management and economics which shows the fragmented nature of this

research area.

Applying an inductive qualitative thematic analysis, the study synthesised the
main findings, theories and constructs around internationalisation theories,
mode switching, market entry and management decision-making. Valuable
insights into the field of internationalisation were identified and it was illustrated
that most of the previous studies were focused on the internationalisation
theories and market entry while mode switching, and management decision-
making have received less attention. Despite the significance, importance and
considerable advancements of mode switching and management decision-
making, the literature review and its inductive thematic analysis has highlighted
some weaknesses and gaps in the current literature body. There are models
in the literature which describes a model of the decision-making process of
mode switching, e.g. the developed model of Sachse (2010) and the
theoretical framework in Figure 14 (page 81). However these models are
mainly underpinned with data that are collected via quantitative surveys and in

non-multinational companies with a focus on one international activity per
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investigated company (Rezende, 2006; Asmussen et al., 2009; Sachse, 2010).
According to Rezende (2006) a multinational firm can be conceptualized as a
loosely coupled system with several internationalisation processes linked in a
global network as these internationalisation processes are happening
simultaneously (at the same time). These simultaneous processes can exert
influences (interdependencies) e.g. regarding the supply chain process
(Albaum, 2005; Rezende, 2006; Guenzi, 2011). The global network of a
multinational company with its interdependencies between simultaneous
decision-making processes of mode switching cannot be described with the
existing models of the literature because these models were not focused on
multinational companies with their global network (Rezende, 2006; Asmussen
et al., 2009; Hollensen, 2017). Ignoring the interdependencies of this network
can implicate increasing complexity and finally that a mode switch needs to be
reversed due to a lack of success which causes wasting resources (Rezende,
2006; Asmussen et al.,, 2009). It is therefore essential to explore the
phenomenon of the decision-making process of mode switching in the context
of a multinational company and to develop a model of the decision-making
process of mode switching in the context of a multinational company that
bridges the outlined gaps of the current literature body in Table 18 (chapter
2.8). Accordingly, a conceptual framework was developed and presented in

chapter 2.9.
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3. Methodology

3.1 Introductory Comments

This chapter presents the research strategy, methodological approach and
methods of this research project by using the key elements and determinants
of Saunders et al. (2015) research onion. By exploring and discussing the key
dimensions of the research onion, | identified the most appropriate research
strategy, methodological approach and methods to answer the research

questions and to achieve the objectives and overall research aim.

3.2 Research Design and Core Considerations

The respective methods used for the primary research and final interview
phase are described in the following sections that achieve the research, aim,

objectives and questions of this thesis:
Research Questions:

What is the process of management decision-making for mode switching in a

multinational company’s international activity?

What are the interdependencies at play when mode switching occurs

simultaneously?

How are the interdependencies of simultaneous internationalisation processes

managed within the decision-making process of mode switching?
Objectives:

Objective 1: To conduct a review of literature to position the research within
the current internationalisation and management literature and identify key

gaps where a meaningful contribution could be made.

Objective 2: To explore the process of management decision-making of mode

switching within a multinational company’s internationalisation strategy.
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Objective 3: To determine the interdependencies and their role between

simultaneous mode switching processes.

Objective 4: To build a model of management decision-making during a
process of mode switching which considers interdependencies of

simultaneous internationalisation processes within a multinational company.

3.3 Research Philosophy

Research projects are based on assumptions about how the world is perceived
and understood. For thousands of years, researchers and philosophers have
been arguing about the world and the reality and yet, there is no final answer
about how to understand the world (Sousa, 2010). Therefore, as a researcher
I must decide how to perceive and acknowledge the world and reality around
me and which philosophical approach supports me in contributing knowledge
(Saunders et al., 2015). Each research programme tries to change the world
or at least to contribute knowledge to an existing phenomenon through
improved understanding (Sousa, 2010). According to Sousa (2010) producing
scientific knowledge is related to the nature (natural world) and society (social
world) with the purpose to get a closer understanding of any phenomenon
through knowledge-claims. The purpose of this thesis is to contribute
knowledge within the social sciences field and more specifically within the
management decision-making, internationalisation- and mode switching-
theory literature to enhance the understanding of a multinational firm’s
management decision-making process during their transition between
international entry strategies and the reason why these mode switching
activities occur. By developing a model of the decision-making process of
mode switching, this research is contributing theoretical knowledge and
bridging the current gaps of the literature which have been outlined in chapter
2.8. Additionally, the developed model is contributing practical knowledge by
providing managers a tool for handling the decision-making process of mode

switching because the model defines how this process is established within
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multinational companies and which influencing factors need to be considered
to finally make the right decision in regard to a possible mode switch. As one
of the main gaps in the literature (see chapter 2.8) is the definition and
explanation of interdependencies that are existing between simultaneous
decision-making process of mode switching (happening at the same time)
within multinational companies, this research investigates and especially

focuses on these interdependencies (Rezende, 2006, Asmussen et al., 2009).

The philosophy is the foundation of each research process and the
underpinned logic of a research project (Sousa, 2010). According to Saunders
et al. (2015) the four most common philosophical positions in business and
management research are positivism, interpretivism, realism and pragmatism

(see appendix 1).

As illustrated in Table 16 (chapter 2.8) beside the fourteen papers which are
based on a literature review and the four papers based on qualitative research
methods, the remaining papers are based on quantitative and mixed research
methods. Evidently, most of the previous studies which are focused on
internationalisation and management-decision-making theory are underpinned
by the logic of positivism, realism and pragmatism (Asmussen et al., 2009).
This is suggested by Rezende (2006) that the quantitative and positivistic
philosophical position is the predominant foundation of this research area
(Rezende, 2006). In chapter 2.8 and more specifically in Table 18 (chapter 2.8)
the critical evaluation of the current literature body is summarized and the
weaknesses of the methodologies of the previous studies is shown. With
developing a conceptual framework in chapter 2.9, this research introduces
new perspectives in the internationalisation theories and seeks to investigate
new perspectives like interdependencies between simultaneous international
activities in a multinational company as recommended by Rezende (2006) and
Asmussen et al. (2009).
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My underpinned beliefs are that the reality is constructed as contextually and
subjective bound and not “given” as defined by the positivistic tradition. The
aim of my thesis is to discover the probable truth of new perspectives in the
context of a real business phenomenon in the reality and how this
phenomenon is subjectively and contextually existing in the reality of the
experts (Husserl, 1982; Wilding & Whiteford, 2005; Ryan, 2006; Ormston,
Spencer, Barnard, & Snape, 2014; Lyons, 2015). The contribution to
knowledge shall be achieved through focusing on the subjective experiences
of people and the interpretations of the world and reality surrounding the
studied phenomenon (Sousa, 2010). Therefore, my research proceeds from a
phenomenological perspective which underpins the objectives of my research.
This shall help me discover new perspectives such as interdependencies
between simultaneous decision-making processes of mode switching in a
multinational company because the phenomenon is investigated in the reality
of the experts and because the research develops a model based on the
subjective and contextual experiences of those experts. The
phenomenological approach assists me by investigating the entirety of the
real-life phenomenon and by understanding what is occurring in the
contextually, socially and subjective constructed world of the decision-making
process of mode switching. Since | intend to interact with the selected experts
and intend to learn from their real life subjective experiences by interpreting,
understanding and describing the decision-making process of mode switching
within a multinational company in the context of the real business environment,
the phenomenological approach is the most appropriate one to answer the
‘what” and “how” research questions outlined in chapter 1.3 (Wilding &
Whiteford, 2005; Saunders et al., 2015; Silverman, 2015; Creswell, 2018).

For a researcher with a phenomenological perspective the interpretation and
reflection process is of importance to ensure quality in the research because
both the object of the study and the researcher himself are connected and

have a mutual influence on each other through all stages of the research
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process (Cassel & Symon, 2012). Being the observer, | am part of what is

observed. According to Cassel and Symon (2012):

“researcher reflexivity involves think about how our thinking came to be,
how a pre-existing understanding is constantly revised in the light of new

understanding and how this in turn affects our research”

Therefore, | have reflected all along the research my own role within this study
to ensure the awareness of how | have affected the research process and its
outcome. As suggested by Cassel and Symon (2012), | have focused on the
two key elements that are interpretation and reflection to ensure the sufficient
reflexivity within my phenomenological research. During my interpretation
process | have recognized interpretation not only as simply being an analysis
of facts which reflects the ‘reality” but also considered that my interpretations
and outcomes are influenced by me, my values and knowledge. During my
reflection process, | have focused on myself, on my intellectual and cultural
conditions or traditions, each influencing my research project (Cassel and
Symon, 2012). Consequently, my reflection process has become some sort of
interpretation of my interpretation itself, and only through this approach |
ensured the reflexivity of my research. My interpretation process can be seen
in section 3.8.1.2 in which | have illustrated the analysing and interpretation
process of my collected data. The reflection process and more specifically the
way | am informing and influencing the research process is explained in section
3.7.5 in which | emphasize my role in the research process as part of the

observed phenomenon.

The literature review of this thesis disclosed the current gaps in the literature
body and the limitations of previous studies in this research area (see Table
18, chapter 2.8) which are to be closed by answering the research questions.
Due to the outlined gaps and limitations of previous studies | define the
qualitative data collection methods as being the most appropriate data

collection methods to answer the research questions (outlined in chapter 1.3),
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since this research intends to investigate the decision-making process of mode
switching by understanding and interpreting the participants experiences in a
real-life context (Schutz, 1967; Husserl, 1982; Tuohy et al., 2013).

Based on the conceptual framework, this research evaluates the management
decision-making of single mode switching (Objective 2) and explores the
influence of the key actor’s behaviour and the environment on single mode
switches (Objective 2) with the goal to develop the process of management
decision-making within a multinational company’s internationalisation strategy
in a single mode switching process. Finally, the research will use the
developed process of management decision-making in a single mode
switching process to determine the role of interdependencies between
simultaneous decision-making process of mode switching that are existing at
the same time (Objective 3). The role and integration of each stage of the
research process is presented in Figure 29. Adapting the phenomenological
beliefs is consistent within research objectives and within the methods which
are shown in the following sections (Schutz, 1967; Husserl, 1982; Tuohy et al.,
2013).
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Objective 1: Revew Academic Literature

I

Develop a conce ptual Model, Identify the mode switching process of
multinational companies and the influencing faciors

*

Objective 2
Methods: semi-structured interview / Collection of Secondarydats
To explore the process of man agement decision-making of mode
switching within a8 mulina fional co mpany's intem abo nalisation
stagy

X

Develop he process of man agement decision-making within 3
multinational company s internationalisaion strategyin a single
mode switching process

¥

Objectve 3
Methods: semi-structured inerview / Collection of Secondary data
Dermining the role of interd epende ncies between simultaneous
mode-saitching processes

b

Obpectve 4
Methods: semi-structured inerview / Collection of Sacondarydata
Developing a holistc model of the decision-making process of mode
switching within multinational compa nies

Figure 27: The Research Process
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3.4 Research Approach

The selected research approach very much depends on the underpinned
philosophical position of a researcher (Sousa, 2010) because many research
approaches are connected with specific philosophical positions, e.g. theory
testing with deduction and positivism, theory building with induction and
interpretivism, explanation of theory with abduction and critical realism or
disregarded of theory over practice with pragmatism (Sousa, 2010; Saunders
et al., 2015).

As described by Saunders et al. (2015) during the research process the
purpose of the research is defined which could be exploratory, explanatory or
descriptive. Next to this it is clarified if a (mono, multi or mixed) qualitative
(building theories through descriptions and meaning of human experiences,
intensive (Easterby-Smith, Golden-Biddle, & Locke, 2008), quantitative (using
a deductive analytical approach to measure predominantly numerical data) or
a mixed-method design (combining quantitative as well as qualitative methods)

shall be used to achieve the research aim (Saunders et al., 2015).

The conceptual framework is developed and underpinned from the existing
literature and the existing theories. The critical evaluation of the existing
literature (chapter 2.8) points out that the existing theories do not fit for
multinational companies because these theories do not include
interdependencies that are existing between simultaneous decision-making
processes of mode switching that are occurring at the same time (Rezende,
2006; Asmussen et al.,, 2009). Consequently, a new theory needs to be
generated based on the conceptual framework generated in chapter 2.9
following an inductive research approach (Figure 30) to bridge the current gaps
in the literature and to contribute knowledge (Rezende, 2006; Asmussen et al.,
2009; Saunders et al., 2015; Dudovskiy, 2018).
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e - >

Figure 28: Inductive Research Approach (Dudovskiy, 2018)

| intend to gain an understanding of the meaning managers attach to the
phenomenon through a close understanding of the research context
(Saunders et al., 2015) as personal behaviours of managers are often
influencing factors of the decisions and human beings are the key actors of the
investigated phenomenon (Calof & Beamish, 1995). Following the inductive
research approach by developing patterns and a new model based on the
qualitative data collection methods which are used to investigate the
phenomenon in a real-life context in combination with the phenomenological
beliefs builds a credible research design (Schutz, 1967; Husserl, 1982; Tuohy
et al., 2013; Saunders et al., 2015).

3.5 Research Strategy

According to the literature, (Flyvberg, 2006; Bryman & Bell, 2011; Saunders et
al., 2015) there are several research strategies to conduct a study such as
experiments and surveys (mainly used in quantitative research projects),
action research, grounded theory, ethnography and case study research. The
experiment was not used to conduct this study because this research
investigates a phenomenon in a complex and real life context and it would
have been difficult to establish the external reflexivity of this real life context in
a laboratory environment. The survey was excluded from the possible
research strategies because of the quantitative nature of a survey which would
not fit to achieve the research aim because the quantiative nature of the
previous studies in this research area wes defined as one key gap of the
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existing literature body (see chapter 2.8). An action research was not
conducted because this research had not the possibility to actively intervene
in the decision-making process of mode switching of the investigated
multinational company. The grounded theory was excluded from the possible
research strategies because this research is predominantly exploratory rather
then descriptive. Ethnography was not conducted because this research was
not able to observe the experts while the decision-making process of mode
switching occurs but rather learn from the experiences of the experts which

they achieved in their business life within the multinational company.

To achieve the research aim of developing a new process model by bridging
the current gaps in the literature body and the limitations of previous studies,
the research will adopt a multi-method qualitative and a single case study
strategy. As supported by other PhD studies (Georgiou, 2014; Jung, 2017),
this research adopted the case study approaches of Yin (2015) because the
approaches of Yin (2015) are predominantly used for management and
business research (Georgiou, 2014; Jung, 2017). Selecting the case study
strategy is supported as | am investigating a contemporary phenomenon in a
real-life business context (Yin, 2015). Furthermore, the case study strategy is
often used if what and how research questions need to be answered and is
therefore supported by the research questions of this thesis (Saunders et al.,
2015; Yin, 2015). Next to this, | intend to develop my own model of decision-
making of mode switches which needs an exploratory study and additionally |
aim to investigate the interdependencies and relationships between
simultaneous processes which is supported by an exploratory study. The
exploratory study type is supported by my phenomenological approach as well
as by the case study strategy (Wilding & Whiteford, 2005; Yin, 2015).

To overcome the limitations of previous studies which is explained in the gaps
of the literature and chapter 2.8, | conduct a single case study by focusing on
one multinational company because this will allow me to investigate the

interdependencies between simultaneous (happening at the same time)
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decision-making process of mode switching and to investigate the developed
conceptual framework in a complex real life context (Rezende, 2006;
Asmussen et al., 2009). A single case study allows me to learn from the
experts who operate based on intimate knowledge within their area of
expertise (Flyvbjerg, 2006). Developing the decision-making process model of
mode switching in a single case study will build a foundation for application in

other organisations and industries (Yin, 2015).
Merriam (2009, p. 40) defined case study research with a simple description:
“an in-depth description and analysis of a bounded system”

The bounded system is defined as a single entity unit with boundaries around
and which could be a company, an organisation, a single person, a group of

people, an institution, a community or a specific policy.
According to Simons (2009, p. 21) a case study research is defined as:

“an in-depth exploration from multiple perspectives of the complexity and
uniqueness of a particular project, policy, institution, programme or system
in a real-life context. The primary purpose is to generate in depth
understanding of a specific topic, programme, policy, institution or system
to generate knowledge and/or inform policy development, professional

practice and civil or community action”

There are more definitions of case study research in the literature ( Stake,
1995; Yin, 2015) but although there are several definitions with different
emphasis on specific aspects, all of them indicate that case studies are
typically investigating complex real-life phenomena within specified
boundaries. This fits to the research aim to develop a model of management
decision-making of mode switching which considers interdependencies of
simultaneous decision-making processes of mode switching because this

research develops the model based on the data that is collected in a real-life
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context of a multinational company with qualitative data collection methods
(Yin, 2015).

In the literature, authors (Merriam, 2009; Simons, 2009) highlight the key
strengths and weaknesses of case study research which are illustrated in
Table 20.

Key Strengths Weaknesses
- Useful for exploring and understanding - Researchers may not follow a
the process and dynamics of change systematic approach which allow biased

views to influence the findings and

- Flexible Strategy regarding time horizon ,
conclusions
and methods of data collection

- Difficult to generalize
- Using qualitative methods to get in depth

analysis of complex topics that can be | - The time requirements
interpreted in the respective socio-

political contexts

- Demonstrates the influencing key
factors in the phenomena being studied
and it can explain the why and how it

happened

- Rich and holistic approach to a real-life

situation

Table 19: Strengths and Weaknesses of Case Study Research (Simons, 2009;
Merriam, 2009)

Yin (2015) argued that case studies can be generalized to theoretical
propositions but not to the universe. According to this, case studies cannot be
seen as a representative sample of the entire population but rather an excerpt
with the aim to develop, expand or generalise theories which is also suggested
by Merriam (2009). This means that this study does not represent a respective
sample of the population but rather a specific case from which the information
and results are obtained (Merriam, 2009). Therefore, the results and the finally
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developed process model can only explain and contribute knowledge at this
level. The extension to any other population or the universe need an additional
research (Simons, 2009). As the aim of this research is to understand the
multinational firm’s management decision-making process of mode switching
and the research is not aiming to find a generizable research results which can
be extended to the universe, an qualitative in-depth single case study supports

building the new model and generating theoretical propositions (Yin, 2015).

3.6 Time Horizon

Any research can be conducted within a longitudinal (over time) or cross-
sectional (snapshot in time) time frame (Cohen, Manion, & Morrison, 2011;
Saunders et al., 2015). Based on that, specific methods are defined and
analytical techniques are adopted, suitable to find warranted knowledge and
to answer the research questions (Duberley, Johnson, & Cassell, 2012). This
research was conducted in a cross-sectional strategy as only a snapshot in
time of the investigated decision-making process of mode switching activities
is required because decision-making is defined by the social and
environmental conditioning and rational economic factors and are therefore
stable over time (Rezende, 2006; Asmussen et al., 2009). Variables and
factors that depend on longitudinal results, like implementation challenges or
the decision impact on the future performance of the case company are
existing, however first the understanding of the process itself and the
influencing factors are necessary which is the focus of this study before the

longitudinal results of the process can be investigated (Sachse, 2010).

3.7 Case Study Design

The research was conducted in Mannheim, Germany as the headquarter of
the investigated multinational company is located in this region and all
decisions about mode switching are done in the headquarter and to ensure
that all participants were interviewed within the same environment (Saunders

et al., 2015). The justification of the selected multinational case company is
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given in the following sections of chapter 3.7. Additionally, the location has a
24-hour security service to ensure the safety of the participants and myself
(Saunders et al., 2015).

3.7.1 The Lubricant Industry and the Global Market

The main purpose of lubricants is the minimization of friction and wear in all
kind of applications and specially to separate moving factors. Additionally,
lubricants have also, depending on the application, secondary tasks like
cooling, sealing, transporting contaminants, cleaning, and protecting the
respective surfaces. Generally, lubricants can be divided in the product groups
of automotive lubricants (e.g. engine oils), industrial lubricants (e.g. hydraulic
fluids), metal working fluids (e.g. for grinding applications), corrosion
preventions (e.g. special waxes) and greases (e.g. for bearings). A typical
lubricant contains approx. 70-90% base oils and 10-30% additives. The main
tasks of the additives are to improve the properties of the base oils, decease
the disadvantages of the base oils and finally to add properties to the base oils.
The main tasks of the base oils are to lubricate, to transport the additives,
cooling etc. The most interesting numbers in relation with lubricants is that the
studies show that western countries save 0,4% of their gross domestic product
due to the correct application of lubricants (Mang & Dresel, 2007) which shows
the importance of lubricants regarding the cost saving potential within a

manufacturing firm.

It is estimated that the global demand for lubricants is approx. 40 billion tons
and in Figure 31 this global demand is broken down on the different global

regions.
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REGIONAL BREAKDOWN OF THE GLOBAL
LUBRICANT MARKET
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Asia-Pacific and rest of the world
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Figure 29: Regional Breakdown of the global lubricant market (Grand View Research,
2020)

With approx. 1.400 lubricant manufacturers the lubricant industry is highly
competitive and fragmented (Mang & Dresel, 2007). Of these 1.400 lubricants
manufacturers, 180 are multinational companies according to the definition of
this thesis. According do Mang and Dresel (2007) approx. 60% of the global
lubricant demand is supplied by the fourteen biggest lubricant manufacturers

which are shown in Table 21.

Lubricant Manufacturer Head Office

Shell Netherlands
ExxonMobil USA
BP UK
SINOPEC China
Chevron USA
Lukoil Russia
Fuchs Germany
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Nippon Oils Japan
Valvoline USA
Idemitsu Japan

Conoco Philipps USA
CPC Taiwan
PDVSA Venezuela
REPSOL Spain
Indian Qil India
Agip Italy

Table 20: Largest Multinational Lubricant Manufacturers (Mang & Dresel, 2007)

The selected lubricant industry seems to be suitable for an in-depth analysis
because the products of the industry are mostly commodities which makes the
industry comparable to other commodity industries (Seawright & Gerring,
2008). Next to this, the industry has global demands because you can find
applications which need lubricants everywhere in the world (see Figure 31)
and therefore, the internationalisation and decision-making process of mode
switching is important for this industry (Seawright & Gerring, 2008).

3.7.2 Case Selection

Case selection is the primordial task of case study research, because the
respective case has the role to represent a population of cases which are
typically larger than the selected case (Seawright & Gerring, 2008; Yin, 2009).
Especially for single in-depth case studies, it is necessary to express why a
respective case is used and why this case can be used to represent a bigger

population.
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According to Seawright and Gerring (2009), there is still no justified
methodological approach of selecting a proper case. But there are the three
techniques of random, pragmatic and purposive case selection. Seawright and
Gerring (2009) stated that there was an experiment in Monte Carlo where
several random case selections were analysed and as a result the randomized
case selection often provide unrepresentative cases of the population. The
pragmatic techniques in comparison are typically based on mathematical
formulas and try to appraise the respective case with selected variables
(David, LaPorte, & Seawright, 2007). The challenge with the pragmatic case
selection is that often it is difficult to find parameters which make several cases

comparable to each other as most cases are complex and difficult to compare.

This research is based on a purposive selected in-depth case study because
this methodological approach fits to the phenomenological position (Yin,
2015). Additionally, the main goal of his research is not to find the absolute
truth and a generalizable outcome but rather to discover the probable truth and
to investigate what is existing subjectively and contextually in the reality and
how the phenomenon is existing in the reality according to the subjective
experiences of the experts (Ryan, 2006). Consequently, the purposive
selection of the in-depth case study fits to the philosophical position of the
research and furthermore to achieve the aim to understand a multinational
firm’s management decision-making process during their transition between
international entry strategies and the reason why these mode switching
activities occur. The study will develop a new process model to illustrate and
explain this business activity and expand the international management

literature base.

According to Yin (2015) there are five reasons of purposive selecting a single
case; selecting a critical case to test an existing theory (1), selecting an
extreme case or a case with unusual circumstances (2), selecting a common

case (3) or if the case provides revelatory (4) or longitudinal (5) purpose. The
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main reason for selecting this case is that it is a revelatory case. According to

Yin (2015, p. 130), a single case study is justified if there is

“an opportunity to observe and analyze a phenomenon previously

inaccessible to social science inquiry”

As shown in the gaps of the literature in chapter 2.8, table 18, there are only a
limited number of in-depth analyses of multinational companies in previous
studies (Rezende, 2006). One reason for this could be the inaccessibility of
the data for external researchers or because the focus of the previous studies
was not on developing a new process model but rather to analyse an existing
theory (Asmussen et al., 2009). As | am involved as a key actor in the decision-
making process of mode switching in the selected multinational company, he
has the opportunity to get access to an in-depth analysis, it is worth to conduct
the single case study because the investigated data will be revelatory (Yin,
2015). This is also suggested by Ishak and Bakar (2014) who developed a
sampling frame for qualitative case studies and recommend that a single case
selection is justified by a revelatory case is selected. Additionally, Jung (2017)
used the same selection approach for a single case study in his PhD thesis. In
chapter 3.7.5 the advantages and challenges of being an internal researcher
is critically discussed (Unluer, 2012). Another important factor to justify the
case selection of a single case study is that the selected case needs to be
information rich for the relevant topic (Yin, 2015). The selected multinational
company is an information rich single case because it has a long history in the
industry, has a global structure and many international activities, is not under
the top 5 of the biggest manufacturers which would indicate to be an extreme
case but is still within the top 14 of the biggest manufacturers which shows that
the company still has a significant position but also averaged position within
the industry (Seawright & Gerring, 2008).

Also, the selected lubricant industry is suitable for an in-depth analysis
because the products of the industry are mostly commodities which makes the
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industry comparable to other commodity industries (Seawright & Gerring,
2008). Next to this, the industry has global demands because you can find
applications which need lubricants everywhere in the world (see Figure 31 on
page 146). Therefore, the internationalisation and decision-making process of
mode switches is very important for this industry, because the lubricant
manufacturers needs to establish a global footprint and global network of
international activities to meet the global demands of the customers (Seawright
& Gerring, 2008).

3.7.3 Boundaries of the Case Study

The research title, questions and objectives provide the organisational and
strategical boundaries of the case study which is the lubricant manufacturer
shown in Figure 32 (Holding, 2020). The research questions and objectives
were internationally stated and based on the holistic lubricant company
network (all subsidiaries are included). This case company perfectly matches
with the outlined research problem in chapter 1.2, because it represents a
multinational company and because the interdependencies between
simultaneous (happening at the same time) international activities and the
effect that one decision in an international activity can have on another can be
investigated in this revelatory single case. The global organisation of the
company consists of a number of independent subsidiaries that are
geographically segmented. Each subsidiary operates independently but with a
Chief Executive Officer (CEO) who is reporting to the management board of
the headquarter that consists five managers (Holding, 2020). As all
subsidiaries are reporting to the same management board and are navigated
and operated from the headquarter, the company is following the
organizational model of an international coordinated federation (Bartlett &
Ghoshal, 2000; Harzing & Van Ruysseveldt, 2004). According to Harzing and
Van Ruysseveldt (2004), the multinational companies which follow the
international coordinated federation approach typically are coordinated and

controlled by the headquarter but still work as independent companies in the
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network (Barlett & Ghoshal, 2000). Rezende (2006) and Asmussen et al.
(2009) explain that interdependencies between the international activities are
existing within multinational companies which follow this network approach
and therefore the selected multinational company with its global network is
suitable to understand the multinational firm’s management decision-making
process of mode switching and to investigate the interdependencies between
simultaneous (occurring at the same time) decision-making processes of mode

switching.

7 - External Emvironment of the Industry
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Figure 30: Boundaries of the Case Study

3.7.4 The Structure and Culture of the Multinational
Company

The investigated multinational company develops, produces and sells a full
portfolio of lubricants and related specialties for almost all industries and areas
of application (Holding, 2020). The company was founded in Germany and the
headquarter as well as the biggest subsidiaries for the respective product
groups are still located in Germany (Holding, 2020). Today, the company is
one of the world’s largest supplier among the lubricant manufacturers with
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subsidiaries in over 45 countries (Holding, 2020). The company contains 58
operational companies all over the world and 33 production plants which
means that some of the operational companies are “only” working as sales
subsidiaries in the global network of the company. The organizational reporting
structure is divided into the regions, Europe, Asia-Pacific, Africa and North-
and South America. The executive board of the companies consists of 4
executive bodies and one chairman of the executive board (Holding, 2020).
This structure shows that the selected case company fits to the definition of a
multinational company according to Bartlett and Ghoshal (2000) and that the
case company has established an international coordinated federation

structure to manage the business and processes of the company.

According to Harzing and Van Ruysseveldt (2004) a multinational company
has a geographic subsidiary management level, a global business
management and a top-level corporate management. The operational
responsibilities of the international activities of the company can be illustrated

as shown in Figure 33.
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Figure 31: Operational Structure of the Internationalisation Process

There is the executive body who is the top-level corporate manager of the
multinational company. In this management role he / she has to manage
transnational and global topics and typically needs to balance and integrate
diverse and often conflicting interests of different stake holders within the
multinational company (Harzing & Van Ruysseveldt, 2004). The regional sales
managers who are responsible for a complete region, e.g. South America, are
the next management level of the multinational company and reflect the global
business management of the theoretical approach of Bartlett and Ghoshal
(2000). These regional sales managers are responsible for the business
activities and processes in their region and the respective managing directors
of each subsidiary are reporting to their respective regional sales manager.
The next management level of the multinational company is the geographic
subsidiary management which is headed by the managing directors of the
respective subsidiary. The tasks of the managing directors very much intersect

with the theoretical approach of Harzing and Ruysseveldt (2004) who explains

153



PhD Thesis Mario Gehrlein

the task of the geographic subsidiary management to balance the national and
local interests of the subsidiary with the global and corporate strategy of the

multinational company.

Although the case company has defined responsibilities and organisation
structure, the management supports and requires a hierarchy-free, open and
transparent communication and working environment. Their mission statement
of working and deciding together is based on the company values: respect,
integrity, reliability, create values and trust (Holding 2020). The special feature
of the selected case company is that although being a multinational and
globally active company, it still is a family-owned company (more than 50% of
the shares are possesses by one family). Due to this set-up and based on the
mission statement, a specific company culture has been developed that
supports group decisions and where key actors from different management
levels can influence decision-making processes such as the mode switching
process. Therefore, | decided to select at least one expert per key actor group

to learn from the experiences of different management levels.

Talking about the internationalisation history and journey of the selected
multinational company, originally the internationalisation was started from the
two biggest German subsidiaries for their respective product groups.
Subsidiary 1 is responsible for the specialities in the product portfolio of the
company and subsidiary 2 is responsible for the commodity products of the
company (Holding, 2020). The global sales of the company in 2019 are broken
down according to Figure 34. As the selected multinational company was
founded in Germany and the first international expansions started in Europe,
most likely according to the UPPSALA model which is introduced in the
literature chapter (Johanson & Wiedersheim-Paul, 1975), the majority and
almost 50% of the global sales are still done in Europe of the multinational

company (Holding, 2020).
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Figure 32: Regional Breakdown of the Global Sales (Holding, 2020)

As the internationalisation of the selected multinational company started in
Europe and from the two German subsidiaries in the home country of the
multinational company, these two subsidiaries are still handling the
international activities of the multinational company with their export divisions.
Therefore, the export divisions are the last management level in Figure 33
which are part of the geographic subsidiary management level (Harzing & Van
Ruysseveldt, 2004). Within the export divisions the area sales managers, the
head of sales administration and the export control are responsible for the
operations in foreign countries and the export director is the head of the

division.

Within multinational companies the decision-making processes are managed
from the three management levels, geographic subsidiary management level,
a global business management and a top-level corporate management
(Harzing & Van Ruysseveldt, 2004). Therefore, | defined the key actors of the
decision-making processes of mode switching according to the management
structure outlined in Figure 33. In Table 22, the key actors and their
responsibilities with the decision-making processes of mode switching is

illustrated and summarized.
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Responsibilities within the decision-

making process of mode switches

Executive Body

Regional Sales Manager

Managing Director

Export Director

Area Sales Manager

Taking the final decision

Analysing the external and internal
environment of the decision-making

process

Checking switching motivators in their

region
Part of the final decision

Analysing the external and internal
environment of the decision-making

process

Checking switching motivators in their

region

Preparing the data for the final decision
Part of the final decision

Managing the area sales managers

Preparing the data for the managing

director

Gathering the information

Handling the current mode option
Implementing the new mode option

Gathering the information
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Head of Sales

Managing the back office of the export

Administration division

- Handling the current mode option
Export Control - Handling the current mode option

- Implementing the new mode option

- Gathering the information

Table 21: Key Actors and their Responsibilities within the decision-making process

3.7.5 My Role in the Research and the Reflexivity

Utilizing a qualitative method for data collection makes it crucial for social
researchers to clarify their roles, to make the outcomes of their research
credible. Since the observer is part of the observed during a qualitative
research, reflecting the role of the researcher and how he / she is informing
and influencing the research project is crucial to ensure the reflexivity in a
research project. During a qualitative study the researcher take on several
member roles within the research setting (Breen, 2007; Mercer, 2007; Karnieli-
Miller, Stier & Pessach, 2009; Unluer, 2012). The extreme researcher roles
can vary from a complete membership of the group being studied (insider) to
a complete stranger (outsider) (Unluer, 2012). In the literature there are
several definitions for insider and outsider researcher. Typically, insider
researcher are those who study a group of participants to which they belong,
while outsider do not belong to the group of participants (Breen, 2007). As |
am working as Area Sales Manager in the export division at one of the German
subsidiaries of the selected multinational company and therefore being one of
the key actors of the decision-making process of mode switches, | have
adopted the role of an insider-researcher. Georgiou (2014) his study also

supports the use of this approach.
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As explained in table 22 (page 156), in my role as Area Sales Manager, | am
usually at the receiving end of the decision process regarding mode switches,
and responsible for implementing the decision, made by a strategy team. |
have experienced in my career that in some cases, the mode switching
decisions within the investigated multinational company has been appeared
not to be justified, inconsistent or even irrational for the implementation team,
because there was a lack of transparency and communication and it seemed
that some decisions might follow the personal interests and behaviours of the
managers in charge. This is also supported by Calof and Beamish (1995) who
argue that the attitudes of executives often drive internationalisation decisions
and not economic factors. For instance, there was a mode switch in a country
where our department was working with an external distributor as sales
partner. One day, we got contacted by a strategy team to contribute numbers
and figures regarding the business that we were having with the partner, but
without being informed of the reason or background behind this internal
request. In the later stage of the process it turned out that the strategy team
was already in contact with our local partner to discuss a possible mode switch,
even though we had not been informed during the process but instead received
the final decision that we were changing the mode to an own subsidiary in the
country. From our perspective the decision itself is or was not the issue but
rather that the strategy team only requested numbers and figures from us and
kept everything confidential instead of involving the market experts (what our
department actually is, being responsible for the market and cooperating with
the external partner since decades) in the early stages of the process, in order
to profit from our expertise and to possibly get additional and further input for
the mode switching decision, seen from another perspective. To us it felt as
being excluded on purpose, because we might have given input which could
have led the decision in another direction which would not meet the intentions
of the individual managers in the strategy team. As a consequence, we had
the feeling that the personal behaviours and attitudes of the strategy team

prevailed over the transparency and entirety of influencing factors and effects.
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In addition, | experienced that often there are interdependencies between
simultaneous international activities and that the mode switching decision in
one country affects the international activity in another international activity.
For instance the case appeared when our company decided to launch its own
subsidiary in a country that this heavily affected our business in a surrounding
market with an external distributor, because the distributor feared that one day,
our company would also launch a sales subsidiary in his market or that our
new sales force in the neighbouring country would affect his market. Our
distributor feared that this could increase the competition and that he might
lose market share. As this new set-up challenged our already existing
partnership with the external distributor in a surrounding country, we
experienced that interdependencies are existing between simultaneous
decision-making processes of mode switching and that these
interdependencies need to be considered and handled in order to find the most

appropriate and efficient mode option in a respective country.

I must consider my existing knowledge and my experiences on the
investigated phenomenon of the mode switching process during the
interpretation process (se section 3.8.1.2) to ensure the reflexivity of my
phenomenological research. As shown in my two examples above, my opinion
is already biased regarding the mode switching process (objective 2), the way
key actors can affect the process (objective 2), whether interdependencies
exist or not and how interdependencies are handled (objective 3). Being
affiliated to a greater familiarity with the investigated phenomenon (Karnieli-
Miller et al., 2009), | will ensure that only the data will be considered to explain
the phenomenon which will be achieved through this study without bias
through previous knowledge and experiences and | will conceptualise myself
as a co-investigator which fitting to my phenomenological perspective (Breen,
2007). However, | must reflect on the fact that the interpretation of the collected
data is influenced by me as the researcher and consequently also by the

existing knowledge that | have (Symon and Cassell, 2012).
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Being an insider-researcher has many advantages as speaking the
same insider language, understanding the local values, knowledge and
taboos, knowing the formal and informal power structure, and obtaining
the right to conduct the research, interview and to get access to all data
like records and documents (Unluer, 2012). Furthermore, the possibility to
collect the data at any time ensures a continuity of data collection and
consequently more trustworthy research data. Also the collection of
missing data can easily complete due to close contact between
researcher and participants (Mercer, 2007). Finally, knowing the personality
of participants and vice versa facilitates the interactions between participants

and researcher (Unluer, 2012).

Despite the advantages of conducting an insider-research, some
challenges could be faced during data collection and analysis as
role duality (colleague/researcher), overlooking routine behaviours,
making assumptions about the meanings of events and not seeking
clarification, assuming that the researcher knows the participants views and
issues, the assumptions of the participants that the researcher already
knows what they know and the familiarity to situations could hinder the
researcher to see all dimensions of the bigger picture while data collection
(Mercer, 2007). Before starting my research, | expressed my role as an
internal researcher within the company | work for to ensure that my role is
clearly understood by the participants. The disadvantages can be
affiliated to the greater familiarity of myself with investigated
phenomenon (Karnieli-Miller et al., 2009). | will ensure that only the data
will be adopted to explain the phenomenon which will be achieved through
the study without bias through previous knowledge and experiences and |
will conceptualise myself as a co-investigator which fits to my

phenomenological perspective (Breen, 2007).

One of the most critical challenges for an internal researcher is their access
to sensitive data and how the researcher handles this data ethically

(Unluer, 2010). To be compliant with the privileged information at each

stage of the research, | will follow the University of Gloucestershire’s
Research Ethics 160
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procedures (see chapter 3.11, research ethics). | will use the material for
research purposes only. All information will be anonymous and kept
confidential (neither the organization’s nor the participant’s names will be
mentioned) (Mercer, 2007). It will be stored securely and will be deleted when
no longer required for research purposes (Saunders et al.,, 2015). If an
interviewee does not want to participate in the research, he / she can withdraw

at any point and all information collected will be destroyed.

In qualitative research and especially for insider researcher the power relations
between researcher and participants is critically discussed (Karnieli-Miller et
al., 2009). According to Reason (1994, p. 42) the relationship between
participants and researchers in traditional / quantitative positivism studies is

dichotomous, unequivocal, constant and uniform as he stated:

“In traditional research, the roles of researcher and subject are mutually
exclusive: the researcher alone contributes the thinking that goes into
the project, and the subjects contribute the action or contents to be
studied”

The insider researcher conceptualise himself as a co-investigator to develop
an equal partnership with the participants as power relation (Karnieli-Miller et
al., 2009). This partnership gives the participants the welcoming and non-
threating environment that they are willing to share personal experiences,
knowledge and beliefs (e.g. their stories). Additionally, the insider-researcher
will empower the participants by re-engaging them after the interview with the
additional objectives of strengthening the trustworthiness, accuracy and
credibility of the findings (Karnieli-Miller et al., 2009). Any research project
follows a development trajectory with different stages (Figure 35).
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Figure 33: The Flow of Power Relation in Qualitative Research (Karnieli-Miller et al.,
2009)

It is important that the power relation between researcher and participant is
kept equal in all stages as each stage has a different purpose. Figure 35
summarizes shifts in power relations within a research project and the circular
form illustrates that these stages are not linear in qualitative research and can
reoccur (Karnieli-Miller et al., 2009; Mercer, 2007). Any researcher has
methods to protect their own professional ethics and in parallel to ensure
keeping the co-investigator relationship with their participants at any time of

the research. An overview of these methods is given in Table 23.
Timing Methods

Before the Research Examine reasons and aims of the study

- Examine the personal commitment to the
participants

- Present the study in a clear and open way
- Protect privacy and anonymity

During the Research Use meticulous language for the participants

- Show awareness of the power relation and open
communication

162



PhD Thesis Mario Gehrlein

- Make sure the participant has the opportunity to
object

- Conduct verifications during each stage of the
study to suggest the interpretation of the
researcher’s findings and the right to use it

After Research - Do not resort the meaning of the participants
voices

- Check the researcher’s obligations to the
participants

- Protect the anonymity
- Use the participants language in writing
- Acknowledge the strength of the group

- Use reflexivity to be transparent and accountable
for methodologies and limitations

- Represent influencing factors that play a role in
interpreting and summarizing the findings

Table 22: Ethical and Methodological Recommendations ensuring the Power Relation
between Researcher and Participant (Karnieli-Miller et al., 2009)

Following the above-mentioned paradigms and methods develops a replicable
process for future research and a credible approach to meet the research aim
(Symon & Cassell, 2012).

3.8 Methods

According to Yin (2015) one strength of data collection in case studies is the
opportunity to conduct multiple data collection methods because data
collection from different sources is possible. This is also suggested by Geer et
al. (2004) in regard to case studies within organisations because they suggest
that it is necessary to use different data collection methods to get a deeper
understanding of an organisation and its processes (Zhang, 2009). As this
research aims to understand the management decision-making process of
mode switching within multinational companies and a single case study of a

multinational company is selected, two different data collection methods to
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collect evidence is applied to answer the research questions and to achieve
the research aim (Zhang, 2009; Geer et al., 2014, Yin, 2015). Yin (2015)
argued that using multiple sources ensures that the results of a quailitative
study is more credible. According to Merriam (2009), employing multiple
sources of data collection is a strategy of qualitative researcher to increase the
credibility, reflexivity and quality of the outcome by comparing and cross-
checking evidence collected by multiple methods, or by the same methods at
different times. In the literature the more widely applied terminology for
employing multiple data collection methods is triangulation (Zhang, 2009; Geer
et al., 2014; Yin, 2015). By using triangulation, this research has the possibility
to complement multiple qualitative data collection methods and to investigate
if the data from different sources provide the same or different results (Zhang,
2009). Using the triangulation approach is also supported by Georgiou (2014)
and Zhang (2009) in their case studies. During conducting the research the
primary data is collected through semi-structured interviews. This technique
has the role to collect, to find the first results and to be the main data collection
method of this research, while the collection of secondary data through
documentation review is used to indicate and triangulate the findings from the
semi-structured interviews as much as possible (Zhang, 2009; Yin, 2015).
Developing the research methods was based on a review of available data
collection methods in the literature. Checking the suitability of these methods
was based upon the data required for each research question and phase of
the study and my phenomenological stance that influences the suitability of the
methods used (King, 2004a; Saunders et al., 2015). The detailled justification
for using semi-structured interviews and documentation reviews is defined in
the next chapters 3.8.1 and 3.8.2. Due to the high amount of techniques
analysed, only the used and relevant options — semi-structured interviews and

collection of secondary data - have been discussed in the following sections.
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3.8.1 Semi-Structured Interviews

According to Yin (2015), an important technique and source of evidence in a
case study are interviews because they provide insightful and deep information
of the investigated phenomenon. Generally, personal interviews have several
advantages, e.g. it has the potential to overcome poor response rates of
questionnaires (Yin, 2015), it is well suited to explore attitudes, values, beliefs
and motives (Zhang, 2009), during the interview it is possible to evaluate the
credibility of the respondents answer by observing non-verbal factors and it
ensures that the respondent is providing by his own and without help (Barriball
& While, 1994). In the literature interviews are suggested as one of the core
methods of qualitative research in organizsations because they help to
understand and investigate how decisions are made (Symon and Cassell,
2012). Therefore interviews perfectly support answering the research
questions outlined in chapter 1.3., because this research is about the
management decision-making of mode swithing and how these decisions are
made within a multinational organization (Symon and Cassell, 2012). Next to
this other PhD studies also support using interviews as data collection
methods (Georgiou, 2014, Jung, 2017; Schréter, 2018).

In the literature, the authors group personal interviews in the categories
structured, semi-structured and unstructured interviews (Saunders et al., 2015;
Flick, 2017).

In structured interviews, the researcher uses structured set of questions which
are predetermined and standardised (identical set of questions for each
participant). In this case, the interviewer read out questions and record the
answers on a standardised schedule with usually pre-coded answers. Due to
this set-up the answers typically can be quantified because the same
questions are asked. Therefore, the structured interview is called quantitative
research interview (Saunders et al., 2015). According to Saunders et al. (2015)
structured interviews are recommended for studies with a descriptive research

purpose because the structured set of questions and the possibility to quantify
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the answers of the participants helps identifying general patterns. Objective 2
of this research is to explore the process of management decision-making of
mode switching within a multinational company’s internationalisation strategy.
Therefore, this research has predominantly a exploratory research purpose

and the structured interview approach is excluded.

The unstructured interview is the opposite as it is informal (Saunders et al.,
2015). This means, that there is no standardised list of questions that the
interviewer intend to discuss but rather a clear idea and research topic about
which apsects need to be explored in the interview (Flick, 2017). An
unstructured interview technique is typically used if the research purpose is
exploratory because the unstructured nature of the interview encourages the
experts to speak freely about their experiences regarding a respecitve
phenomenon in a specific context (Zhang, 2009). Between these extreme
positions, researchers have developed semi-structured interviews (Flick,
2017; Saunders et al., 2015). | will have a list of themes and main questions
that are covered during the semi-structured interview but the direction and
content of the interview can vary from interview to interview (Symon and
Cassell, 2012). Selecting the interview strategy often depends on the purpose
of a research as shown in Table 24 (Saunders et al., 2015; Flick, 2017).

Exploratory Descriptive Explanatory
XX X
Semi- XX

Structured

xx = more frequent, x = less frequent

Table 23: Use of different interview strategies depending on the purpose of the research
(Saunders et al., 2015)
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The purpose of this research is exploratory as objective 2, 3 and 4 of this thesis
is to explore the management decision-making process of mode switching, the
interdependencies that are existing between simulataneous management
decision-making processes of mode switching and to develop a new process
model which shows the exploratory purpose because a particular problem is
investigated in a specific context to gain familiarity with the phenomenon in the
reality (Zheng, 2009). Therefore, according to the literature the semi-structured
or unsructured interview technique is most suitable to achieve the outlined
research objectives and to answer the research questions in chapter 1.3
(Saunders et al., 2015).

| will adopt semi-structured, qualitative interviews to explore the process of
management decision-making of mode switching within a multinational
company as the semi-structured interviews ensures a qualitative credibility of
the research project because a trustworthy report and thick description of the
interview concept, main questions and key topics are given (Symon and
Cassell, 2012; Lyons & Coyle, 2015; Silverman, 2015). Furthermore, using
semi-structured interviews in business and management research is
supported by other studies (Georgiou, 2014; Jung, 2017). Additionally, authors
suggest qualitative studies should point out and develop a clear research
design (Sykes, 1991; Saunders et al., 2015; Flick, 2017) which enables other
researchers to reproduce the collected data and to ensure that there is no lack
in the research process (Saunders et al., 2015). Conducting a semi-structured
interview with a clear research process and design will ensrue this
reproducability and consequently the credibility of this research (Symon and
Cassell, 2012). To ensure this reproducability of the interviews, the design of
the semi-structured interview is clearly illustrated and it is explained how the
semi-structured interviews will be conducted in Appendix 4. The design,

procedure and outcome is explained in chapter 4 in detail.

The main limitations of qualitative research and in particular of semi-structured

interviews are related to the trustworthiness, reflexivity and representation of
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a research study and its results (Symon and Cassell, 2012; Tuohy et al., 2013;
Husserl, 1982; Schutz, 1967). If these aspects are not considered by the
researcher, this could implicate that the quality of the research suffers (Symon
and Cassell, 2012) and therefore chapter 3.10 defines how the quality in this

qualitative research is ensured.

According to Sykes (1991, p. 8), it is possible to achieve a high level of quality

in qualitative and semi-structured interviews if they are conducted carefully:

“The main reason for the potential superiority of qualitative approaches
for obtaining information is that the flexible and responsive interactions
which is possible between interviewer and respondent(s) allows
meanings to be probed, topics to be covered from variety of angles and

questions made clear to respondents”

One key to conducting successful interviews and to overcome the quality
research issues of semi-structured interviews, is careful preparation (Saunders
et al., 2015; Flick, 2017). According to Saunders et al. (2015), there is a check
list which ensures that a researcher is well prepared and that a credible and
reproduceable data collection is possible. This check list is illustrated in
Appendix 3.

3.8.1.1 Conducting the semi-Structured Interviews

3.8.1.11 Data collection Phase

The procedure of the semi-structured interviews follows the research design
which is rolled out in the previous chapters. After defining the sample size (see
chapter 3.9) within the single case, | contacted the purposive selected experts
via email. The used email text is shown in Appendix 10 of this thesis. As
attachments of the email,| sent the participants the privacy notice of the
University of Gloucestershire as well as the participant information sheet which
is issued by me (see Appendix 5). Providing the participants, the necessary
information before taking part of a research is crucial for several reasons. First
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of all, the participant information sheet explains the individual participant what
will happen to them in case they agree to take part of the study (Michaelson et
al., 2014). Additionally, the participant can weigh up the advantages and
disadvantages as well as the risks and benefits of participation (Michaelson et
al., 2014). Finally, the participant information sheet gives me and the
participant the insurance that everything is documented from a legal
perspective (Michaelson, 2014; Saunders et al., 2015). Based on the available
examples of participant information sheets in the literature like the participant
information sheet of the Oxford University Hospitality NHS Foundation Trust
(University, 2019) and according to the research ethics handbook of the
university of Gloucestershire (2020), | developed the participant information
sheet in Appendix 5. This participant information sheet contains a consent form
which is signed by each participant and myself to indicate that the participants
agree to take part in the study and that | fulfil my obligations of the consent

form (University of Gloucestershire, 2020).

After the email was sent out, | received feedback from all purposively selected
participants in an appropriate time frame and scheduled the 15 interviews
accordingly (the justification of the sample size and selection of the experts is
discussed in chapter 3.9). All 15 participants take part in the research and
signed the consent form at the beginning of the interview. Each interview was
made face to face and took between 45 and 80 min which is an appropriate
time frame for semi-structured interviews (Newcomer, 2015). For conducting
the semi-structured interviews, | created a design for the interviews which
contains the main topics and main questions that need to be focused during
the expert interviews (Saunders et al., 2015). According to Newcomer (2015)
and Georgiou (2014) creating a design for conducting the semi-structured
interviews is recommended to ensure the credibility of the research. | grouped
the interviews and the interview design in four parts; the introduction, the first
main part of the interview with the focus on the decision-making process of

single mode switches, the second main part of the interview with focus on the
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decision-making process of multiple mode switches and the interdependencies
and final comments and conclusions from the participant. Grouping the
interview design into different main parts and topics is recommend by

Newcomer (2015) and was carried out by Georgiou (2014) in his study.
Part 1: Introduction

In this part of the interview, | went through the participant information sheet
which | sent to the participant via email before the interview. The main focus
in this part was on establishing a trustful and good interview environment,
explaining the participant his rights, what will happen with his data, the
anonymity and confidentiality. The first part of the interview was finished, when
the participant finally agreed to get electronically audio recorded and when the
participant gave his permission to conduct the interview and sign the informed

consent form.

Part 2: The first main part of the interview with the focus on the decision-

making process of single mode switches

In this part of the interview, tl focused on the conceptual framework level 1
which is illustrated in Figure 26 (page 120) of this thesis and on the decision-
making process if only one mode switch is considered. The themes were
developed according to the findings of the literature review, the test interviews,
the research questions and the research objectives. Regarding the research
objectives the focus of the second part of the interview was on Objective 2 of

this research:

Objective 2: To explore the process of management decision-making within a

multinational company’s internationalisation strategy.

The main themes in this part of the interview are extrapolated from the
objective 2 of this thesis; the respective steps of the decision process, the

influencing factors, the key actors and especially their influence on the process
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because of their experiences and personal behaviour and finally the rational

decision within the process.

For conducting this part of the interview, | prepared some example questions
in the design of the interview (see Appendix 4) which was created based on
the research questions and objectives of this thesis. Depending on the flow of
the interview and the answers of the participants, | added some questions or
adjusted the existing example questions according to my needs (Georgiou,
2014; Newcomer, 2015).

Part 3: The second main part of the interview with the focus on the

decision-making process of multiple mode switches

In this part of the interview, | focused on the finalized conceptual framework
which is illustrated in Figure 27 of this thesis and on the decision-making
process if multiple mode switches are considered at the same time. The
themes for the interview design were developed according to the findings of
the literature review, the research questions and the research objectives.
Regarding the research objectives the focus of the second part of the interview

is on Objective 3 and 4 of this research:

Objective 3: To determine the role of interdependencies between simultaneous

mode switching processes.

Objective 4: To build a model of management decision-making during a
process of mode switching which considers interdependencies of

simultaneous internationalisation processes within a multinational company.

The main themes in this part of the interview are extrapolated from the
objective 3 and 4 of this thesis; the interdependencies between simultaneous
international activities, the transfer and influence of best practices and the

global export strategy of multinational companies.
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For conducting this part of the interview, Iprepared some example questions
in the design of the of the interview (see Appendix 4) which | created based on
the research questions and objectives of this thesis. Depending on the flow of
the interview and the answers of the participants, | added some questions or
adjusted the existing example questions according to my needs (Georgiou,
2014; Newcomer, 2015).

Part 4: Final comments and conclusion

In the last part of the interview | give the participants the opportunity of final
comments or further contribution that the participant intends to provide.
Additionally, | ask the participants for secondary data which might give a
contribution to my topic and for recommendations regarding additional
contacts of possible experts that | could interview. Last but not least lexpressed
again my thanks to the participants and closed the interviews (Georgiou, 2014;

Newcomer, 2015).

This structured procedure of conducting the semi-structured interview ensures
the replicability and credibility of this study and that | focused on the main
topics during the interviews (Georgiou, 2014; Newcomer, 2015; Saunders et
al., 2015).

3.8.1.1.2 Transcribing the Audio-Recorded Data

In the next step of the semi-structured interview procedure, Itranscribed the
interview audio data of each interview. As the mother language of the
participants and myslef and the company language of the investigated
multinational German company is German, | decided to conduct the interviews
in German. This ensures that the replies and the input of the participants are
not limited to any language barriers and that | can build a trustful and positive
environment with the participants. As conducting translation in qualitative
research become more interest in the literature and research, lalso considered

the challenges that could arise with translation regarding credibility and quality
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of qualitative studies. To ensure the quality and credibility of the translation of
the interview transcripts, | followed a translation process that is supported and
recommended from many authors in the literature (Beaton, Guilemin & Ferrant,
2002; Weeks, Swerisson & Belfarge, 2007; Regima, Naidoo & Pilkington,
2010; Bureau, 2019).

Determination of the relevance and context
Forward-translation of the research instruments (i.e. topic guides)

Backward-translation

A WD~

Examination of the translated meaning in both source and target
languages, and then finally

5. Reuvisiting the whole process to get similar interpretations

In the first step of the translation process | get familiar with the German
transcripts and identified topics and themes. This process steps are also in line
with the selected thematic analysis concept which is selected from me to
analyse the data of this research (Regima, Naidoo, & Pilkington, 2010). Step
2, 3 and 4 are done several times from me to ensure that no topic, meaning or
input is lost from the participants. The last step of the translation process shall
illustrate that the whole process is a cycle and iterative. Consequently, | have
done this translation process several times and at different points of the project
to ensure that no information and input is lost or misinterpreted by me. The
final step of transcribing the audio-recorded interviews was to anonymize the
information about the participant and the information about the investigated
company (like company name) to fulfil the consent information form (Beaton,
Guilemin & Ferrant, 2002; Weeks, Swerisson & Belfarge, 2007; Regima,
Naidoo & Pilkington, 2010; Bureau, 2019).

3.8.1.2 Analysing the Interview Transcripts

Reviewing the literature regarding analysing and interpretation of evidence
collected from qualitative research shows that there are no general accepted

rules and processes and therefore the task of analysing qualitative data is
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challenging for each researcher (Robson, 2002; Gray, 2009; Merriam, 2009;
Bryman & Bell, 2011; Yin, 2015). One possible approach analysisng qualitative
data is the thematic analysis which will be adopted by me to answer my
research questions and to achieve the aim of this thesis because using
thematic analysis with phenomenology as underpinned philosophical position
has a long history in research, especially because thematic analysis are
focusing on the participants subjective experiences (Robson, 2002; Gray,
2009; Merriam, 2009; Bryman & Bell, 2011; Symon & Cassell, 2012; Yin,
2015). Furthermore, conducting the thematic analysing technique is supported
from the PhD studies of Sefiani (2013) and Khondokar (2018).

The thematic analysis is a process approach to identify patterns and themes
within qualitative data in an inductive way (Maguire & Delahunt, 2017). The
aim of a thematic analysis is not only to summarize the data but rather to
interpret the qualitative data and make sense of the findings (Rosenthal, 2016;
Maguire & Delahunt, 2017). In the literature, there are different approaches to
conduct thematic analysis (e.g. Boyatzis, 1998; Alhojailan, 2012; Javadi &
Zarea, 2016) and therefore, there are different perspectives about the nature
of thematic analysis and especially the difference to qualitative content
analysis (Vaismoradi, Turunen & Bondas, 2013). | decided to use one of the
most influential approach in social sciences (Maguire & Delahunt, 2017) from
Braun and Clarke (2006) who developed a 6-step framework which is very
clear and usable, e.g. this approach is used by AlQathani (2016) in his PhD
thesis. The 6-step framework is illustrated in Figure 36. Those six steps of the
framework explain the interpretation process of my research. To ensure its
reflexivity, | have done a reflection loop after each framewok step of the
interpretation process in which | have thought about whether and how my
interpretation of the data might be influenced by my personal experineces and
by the existing knowlegde (explained in the descriptions of the single
framework steps). With this reflexivity appraoch, | have ensured that my

findings were supported and coming from the data only although the
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interpretation is directly influenced by me, being the observer which is typical
for qualitative and phenomenological research (Breen, 2007; Symon and
Cassell, 2012).

Step 1: : Step 3: Step : Step B:
Become familiar nit Search for = 5
with the data themes Rewizw Themes Write-up

Figure 34: 6-step framework of thematic analysis (Braun & Clarke, 2006)

Step 1: Become familiar with the data

The first step in each qualitative analysis, including thematic analysis, is
reading and re-reading the transcripts of the qualitative data (Maguire &
Delahunt, 2017). During this step, it is recommended to do the first notes in
the transcripts and write down the first impressions because this helps to

become familiar with the data (Rosenthal, 2016).

This step has been done by me from the beginning by transcribing the audio-
data and translating the data by himself. After becoming familiar with the data
in German and finishing the iterative translation process, the research moved

to step 2 of the thematic analysis.
Step 2: Generate initial codes

In this step the collected data is organised in a systemtic way. This step
converts the massive body of data into small lumps of meaning. Braun and
Clarke (2006) differ between a so called top-down, theoretical thematic
analysis in which the coding is done according to the research questions of a
research and the bottom-up, inductive thematic analysis in which the initial
codes and systematic structure is driven by data itself (Saldana, 2009). This
research adopts the inductive thematic analysis according to his outlined
research approach in chapter 3.4 to find initial codes, themes and patterns in
the interview transcripts (Saunders et al., 2015).
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Using the inductive approach while reading and re-reading the interview
transcripts, | generated the initial codes (32 codes) and a first list of possible

codes which are represented in more than one interview like,

- Short-Cut Decisions
- Incremental Process
- Starting Impulse

- Market analysis

- Business Plan

- Influencing Factor

- Interdependencies
- Personal Behaviour
- Key Actors

- Global Strategy

- efc.

The full list of initial codes can be seen in Appendix 6 of this thesis. Having
developed the final list of codes, | have reflected whether my interpretation and
the identified codes reflect the totality of the collected data and interview

transcripts.

Step 3: Searching for themesl| have a wide list of 32 different codes. Within
process step three of the framework, sorting the respective codes to potential
themes and collecting the relevant data extracts of the respective codes to the
sorted theme is the main goal (Saldana, 2009). In this process step, the
purpose is to analyse and interpret the chosen codes and trying to combine
several codes to one theme. To do so, | have different methods, like mind-
mapping, concept maps, tables, etc. that help to visualize the codes and make
it easier to group the respective codes to a themes (Braun & Clarke, 2006).
For conducting this process step, | used concepts maps to organize the
themes of my project and to maintain the meaning of the interview data (Delay,
2004). Using concept maps has several advantages. The content and
information of an interview transcript is huge and therefore the richness of the

meanings can be lost (Braun & Clarke, 2006). Using a concept map helps to
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maintain the complex and richness of the meanings because a good overview
is given and the concept maps illustrates the connections between the defined
themes (Delay, 2004). Typically, transcripts showing the interview data in a
linear format and its original form while the concept maps visualize the themes
within the interview data as interconnected and in hierarchicalformats. This is
more analogous of how humans are conducting interviews and discussing
concepts or processes in the reality and therefore using concept maps,
perfectly fits to my philosophical position as interpretivist (Delay, 2004). The
biggest advantage of concept maps is the reduction of data volume to show
the interconnections of themes and to illustrate interdependencies and
comparisons of the themes (Braun & Clarke, 2006). The major disadvantage
of concept maps is their complexity and that unfamiliar readers or participants
of the research process could have challenges in identifying the linkages and
the interdependencies between the themes. | ensure to level this disadvantage
by writing a detailed narrative about each theme and interconnection in chapter
4 of this thesis (Braun & Clarke, 2006).

The result of this process step is illustrated in Appendix 7: First Concept Map
of this thesis. Having developed the final concept map, | have reflected,
whether my interpretation and the investigated connections between the
themes and codes reflect the totality of the collected data and interview

transcripts.

Step 4: Reviewing themes

In this step of the framework, | refine the identified themes of process step
three. By reviewing, interpreting and reflecting the identified themes of the
previous process step it could happen that themes are combined with

eachother, that themes are broken down in several main themes or that an

177



PhD Thesis Mario Gehrlein

identified theme is evaluated as not being an important theme and is deleted
from the list (Braun & Clarke, 2006). According to Patton (1990) the data within
themes should be evaluated according to a dual criteria of internal
homogeneity and external heterogeneity which means that the data within one
theme should cohere meaningfully and the data between themes should be
differentiated clearly. By reviewing the themes, the data extracts have been
collected in a separate Excel file, the so-called list of codes and has
categorized each data extract according to the theme, subtheme and the
respective codes. As an example, Table 25 shows an extract of the list of

codes. A more holistic extract of the codebook is shown in Appendix 11.

Global Strategy

Participant Quote Sub theme Code
1 | The localization of individual products in | Supply-Chain | Global
China, for example, has been going on Production
for 3 years now and why is it taking so network

long? We still have to fly in products
from Germany to China, and of course
that is very expensive. These are topics
that are discussed, even if it concerns
only some, but all of them have the
Global Head open and can contribute
their part, even if you do not have
everything down to the detail of the
product of the previous production, the
future production, why the transfer is so
difficult, how are the market differences.
Table 24: Example Extract of the List of codes

For creating the list of codes, the interview transcripts are colour coded
according to the selected main- and sub-themes while each colour is used for

one main theme, as illustrated e.g. in Appendix 9.

The review process of the candidated themes can be grouped into two levels.

In the first level, the | am reviewing the themes on the level of the data extracts.
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In this context | am looking for coherent patterns within the coded extracts of
each theme (Guest & MacQueen, 2012). The selected themes are revised until
| have created a thematic map in which each theme is adequately reflecting
the respective coded extracts (Braun & Clarke, 2006). The second level of
reviewing the selected themes is a similar process to the first level but the
reviewing process is related to the entire data set. At this level, the research
investigates if the selected thematic map is reflecting the meanings and
interpretations of the entire data set and the quality of the individual themes in
relation to the data set (Guest & MacQueen, 2012). Finally, there are two
reasons for re-reading the whole data set. First, | am checking if the candidated
themes work in relation to the entire data set and second, if any additional
information or data has been missed in the previous coding steps (Braun &
Clarke, 2006). It is important to mention at this point that data coding and
creating themes can go on until the smallest part is reached. Therefore, it is
very important to consider the saturation level of coding and at what stage the
themes are selected appropriate and an additional coding is only a kind of fine-
tuning and nuances are added to the list of codes or concept maps (Braun &
Clarke, 2006). The saturation level was considered as reached when each
code was grouped into a theme or subtheme and no complete new codes were
identified in the data set (Braun & Clarke, 2006) which means that all important
quotes of the experts were selected from the interviews, coded and grouped

according to the identified themes.

At the end of phase 4 | have a concept map which tells the overall story of the
data set and have an overview of how the themes are connected with each

other. This concept map is illustrated in Appendix 8.
Step 5: Defining and naming themes

In this process step of the framework, the research defines and refines what
shall be presented in the analysing chapter and in parallel the coded data

extracts are analysed within the single themes. According to Braun and Clarke
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(2006), defining and refining means to investigate the essence of the individual
themes and to investigate the major aspects of the coded data which the

respective theme capture.

Braun and Clarke (2006) group the themes within their framework in semantic
and latent themes. Semantic themes are defined as (Braun & Clarke, p. 84,
2006):

»---Within the explicit or surface meanings of the data and the analyst is
not looking for anything beyond what a participant has said or what has

been written.”
Latent themes are defined as (Braun & Clarke, p. 84, 2006):

... Starts to identify or examine the underlying ideas, assumptions and
conceptualisations — and ideologies — that are theorised as shaping or

informing the sematic content of data“

This study intends to identify semantic as well as latent themes in the collected
qualitative data as the interest is not only in interpreting the explicit surface
meanings but rather the interrelations beyond what has been said and
consequently, interpreting and explaining the findings. At this point, it is
essential not just to paraphrase the data content but rather to investigate and
interpret the content behind the coded data (Lyons & Coyle, 2015).

As a result of step 5, Ideveloped a short summary of my concept map to give
the reader an overview of the selected main- and subthemes in Figure 37.
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Decision-Making
process of mode
Switching

Short Cut Decisions a Single M

Rational Decision-Making
Process

Figure 35: General Overview of the Concept Map

The final result of the concept map after process step 1-5 is the holistic concept
map in Appendix 11 of this thesis. This is the final framework step of my
interpretation process. Consequently, | reflected the interpreted findings and
checked if my finalized concept map and code book reflect the totality of my
data set by cross-checking the interview transcripts with the interpreted

findings in my visualisation tools (concept map and code book).

In the last phase of this process step, | have to write a detailled analysis of
each individual theme (Lyons & Coyle, 2015). The detailled analysis of each
theme answers the research questions and the research considered how the
individual theme is fitting into the story of the entire data wiithout overlapping
the individual themes too much (Braun & Clarke, 2006). Consequently, the
detailled analysis is focused on the theme itself but also considers the relations

and interdependencies between the themes.

Step 6: Producing the report
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In the last process step, | am producing a final report of the individual detailed
theme analyses of the previous step based on the holistic concept map and
the list of codes with the categorized data extracts (Appendix 11), The report
needs to be a concise, coherent, logical, non-repetitive and interesting analysis
which includes the data extracts and is within and across the selected themes
(Saldana, 2009). In this research project, the identified themes and their
connection to each other build the foundation to finally identify how the
interdependencies of simultaneous international activities affect the decision-
making process, by focusing on the personal behaviour of the management
and organizing them into clusters (Thomas, 2006; Lyons, 2015). By producing
a narrative account between the interplay of the interpretative activity of me
and the experiences of the participants words, | will develop my model (Smith,
2004; Thomas, 2006;. As details and experiences of individuals can also give
deeper insights to significant aspects of the general, the developed model will
contribute theoretical knowledge to the literature of decision-making in the
context of mode switching and particularly how interdependencies between
simultaneous international activities are resolved (Thomas, 2006; Lyons,
2015).

Last but not least, it is necessary to point out that the 6-step framework,
illustrated in Figure 36, is an iterative process and many steps need to be done
in parallel and at the same time. Consequently, | went through several iterative
loops until | achieved the final concept map and list of codes which are
attached as Appendix to this thesis and which build the foundation of the next

sections and the outcome of this research project (Braun & Clarke, 2006).

3.8.2 Collection of Secondary Data

Some authors argue that using secondary data in a case study additionally to
complement primary data, e.g. collected through semi-structured interviews,
has advantages in comparison to studies which are only using primary data

because secondary data is already existing and can be re-evaluated before
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usage (Zhang, 2009, Grant, Berg & Cable, 2014; Yin, 2015). This study
collects secondary qualitative data to triangulate as much as possible data and
results from the semi-structured interviews because triangulation is suggested
for case study research by many authors in the literature to ensure that the
results of the case studies are credible and trustworthy (Zhang, 2009, Grant,
Berg & Cable, 2014; Yin, 2015). That case studies use data triangulation and
multiple data collection methods to make the study outcomes more credible
and trustworthy is shown in the studies of Zhang (2009), Georgiou (2014) and
Grant, Berg and Cable (2014) who use documentation reviews to support the

results and data from their interviews.

Georgiou (2014) recommends in his study to use documentation reviews from
the investigated company as secondary data source if the research is focused
on a single case company and if the accessibility to the organizational
documents is possible (e.g. as an internal researcher). Next to this, Yin (2015)
argues that using documentation reviews in case studies is the most important
source of secondary data to triangulate the data and results from interviews,
because the data can be reviewed repeatedly, the documents are not
specifically created for the case study and therefore are completely
independent, they can cover many events and useful insights and details of
events. According to Yin (2015) there are the following weaknesses of
documentary reviews. First, organizational documents are difficult to access.
Secondly the documents in general can be of limited quality in regard to
credibility (whether the document consists mistakes), representativeness (is
the document typical?), authenticity (is the document original) and meaning (is
the document clearly understandable?). The first weakness according to Yin
(2015) is not applicable for this research because | have the access to internal
organizational documents due to my role as an internal researcher (Breen,
2007; Mercer, 2007; Karnieli-Miller, Stier & Pessach, 2009; Unluer, 2012).
According to Bryman and Bell (2011), the second weakness, mentioned by Yin

(2015) in regard to documents in general is not applicable for organizational
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documents if they are selected and received from the investigated company of
a case study because these organizational documents most likely fulfil all
quality criteria in regards to credibility, authenticity, representativeness and
meaning. However, Bryman and Bell (2011) argue that instead of evaluating
the quality of the organizational documents, the relevance and justification of
using the organizational documents for answering the research questions and
achieving the research objectives needs to be ensured. Therefore, this study
justifies and explains in chapter 3.8.2.1, why the respective organizational
documents are included and how they support the research to answer the
research questions and to achieve the research objectives outlined in chapter
1.3.

As in the general theoretical literature (Yin, 2015) and in recent studies (Zhang,
2009; Georgiou, 2014; Grant, Berg & Cable, 2014), the usage of organizational
documentation reviews is suggested to triangulate as much as possible data
and results from the primary data collection method (e.g. interviews) this study
uses documentation reviews from the investigated company to triangulate the
findings from the interviews best possible and to find new results if possible, to
answer the research questions. These documents include written materials
like notices, correspondence, minutes of meetings, reports of shareholders,
diaries, transcripts of speeches and administrative, emails and public records
(Bowen, 2009; Saunders et al., 2015).

Georgiou (2014) and Grant, Berg and Cable (2014) got access to the
organizational documents in their studies by asking their experts and
participants during the interviews to provide them interesting and necessary
documents if possible because getting the organizational documents from the
experts ensures that documents with a high and relevant value for the study is
preselected (Georgiou, 2014; Grant, Berg and Cable, 2014). Therefore,
following the semi-structured interviews, | asked the participants to provide me
organizational documents which are relevant (in the opinion of the participants)

in regard to the management decision-making process of mode switching. |
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ensure that the data are treated confidential and the participants do not have

to provide the documents if they don’t want to.

3.8.2.1 Conducting the Documentation Review

After each semi-structured interview, | asked the respective participant if
he/she can provide any organizational documents which are relevant (in the
opinion of the participants) in regard to the management decision-making
process of mode switching. As a result, the experts provided 6 documents for

this research project. The overview of the documents is shown in Table 26.

Number Name of Provided Document

1 Business Pan of a mode switching process in Europe
Example of a customer transfer sheet

Market segment analysis

Press release about a mode Switch in Africa

Press release about a possible mode Switch Middle East 1

N 1 A WN

Press release about a possible mode Switch Middle East 2

Table 25: Provided Documents for the Documentation Review

Some documents were provided from more than one participant, some
participants have provided two documents and some participants have not
provided any document. Table 27 shows an overview of the documents which

are provided per participant.

Participant Provided Documents
Participant2 1
Participant5 1
Participant 7 2
Participant8 2
Participant 10 4
Participant 11 1
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1
2,4

Table 26: Provided Documents per Participant

Document 1 is an example for a business plan of a mode switching process in
Europe and has 103 pages. This document is suitable for further analysis and
was provided by the experts because it shows a business plan that was the
basis for the management decision-making process of a mode switch in a
respective country and gives credible insights about the influencing and
determining factors of the decision process. This document contributes useful
results and outcomes to achieve objective 2 of this research because it shows
which determining factors are used within the investigated company for the

decision-making process of mode switching.

Document 2 is a customer transfer sheet in an excel format and has 7
spreadsheets. This document was provided by the experts because it shows
an example of which information and what kind of information is shared within
the multinational company if a business is transferred from one subsidiary to
another as a result of a mode switch. This document helps to answer the
second research question of this study because business transfers within
subsidiaries are a result of the interdependencies between simultaneous
decision-making processes of mode switching (as discussed in chapter
4.2.3.1).

Document 3 is an example for a market segment analysis and has 3 pages.
The experts provided this document because the market analysis was
explained as important process step of the management decision-making
process. Therefore, this document contributes knowledge to achieve objective
4 of this research because the market analysis is defined as one process step

of the new model which is developed in this study (see chapter 4.2.1.1.2).
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Document 4 is a press release of the multinational company about a mode
switch decision in Africa. This document was provided by the experts because
within the press release the chief executive officer of the investigated company
talks about the reasons for switching the mode in the respective country. This
document contributes useful results and outcomes to achieve objective 2 of
this research because it shows which influencing factors are existing within the

investigated company for the decision-making process of mode switching.

Document 5 and 6 are articles of two different German newspapers which are
about a possible mode switch in Middle East of the multinational company.
These documents were provided by the experts because within the documents
the management board of the investigated company talks about the reasons
for switching the mode in the respective countries. These documents
contribute useful results and outcomes to achieve objective 2 of this research
because they show which determining factors are used within the investigated

company for the decision-making process of mode switching.

3.8.2.2 Analysing the Documentation Review

For analysing the organizational documents provided by the experts, this
research follows the approach conducted by Grant, Berg and Cable (2014),
because they did a business research within real organizations using semi-
structured interviews and organizational documents as secondary data to
triangulate the findings and results from their interviews. Furthermore, Grant,
Berg and Cable (2014) used the thematic analysis approach to analyse their
interview transcript, as it is conducted in this research. Following this
approach, the organizational documents are analysed according to the
predefined codes, themes and subthemes from the developed concept map of
the semi-structured interviews, shown in Appendix 8 (Bowen, 2009).
Consequently, | am using the organizational documents to triangulate the
findings from the semi-structured interviews best possible and to find new

results if possible (Gran, Berg & Cable, 2014). Both methods complement
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each other and build a robust and justified method approach to conduct this
research based on my phenomenological and for achieving the research aim
(Grant, Berg & Cable, 2014; Yin, 2015; Saunders et al., 2015).

3.9 Sampling

Selecting the participants of a research study is called sampling (Manen,
2014). Originally, sampling comes from quantitative research in which the term
sample refer to an empirical sample as a subgroup of the population with the
aim of finding empirical generalization (Manen, 2014). However, according to
Manen (2014, p.352), there is an alternative understanding of the term

“sampling” which is suitable for qualitative research:

‘But the term sample can be related back to the French root word
example, which has paradigmatic significance, as has been pointed out

with reference to ...”

3.9.1 Sampling Methods

Sampling is achieved through probability or non-probability sampling methods
(Silverman, 2014). In a probability sampling method, the researcher selects
respondents at random using data bases via a systematic, cluster or stratified
approach (Saunders et al., 2015). If databases are unavailable, research can
use a voluntary, purposive, convenience, quota or snowball technique in a
non-random method which is called non-probability sampling (Bryman & Bell,
2011).

Within a phenomenological position, a non-probability method is desirable to
select experienced experts for in-depth studies (Gentles, Charles, Ploeg &
McKibbon, 2015). Especially, in combination with a case study research,
purposeful sampling is promoted by the literature (Gentles, Charles, Ploeg &
McKibbon, 2015). For example, Yin (2011, p. 311) defines purposeful sampling
as:

188



PhD Thesis Mario Gehrlein

“The selection of participants or sources of data to be used in a study,
based on their anticipated richness and relevance of information in relation

to the study’s research questions”

Following a non-probability purposeful sampling method, is therefore
underpinned by the philosophical position and research strategy of this
research because this research is underpinned by a phenomenological
research position and is conducting a single case study (Yin, 2015; Saunders
et al., 2015). Additionally, Georgiou (2014) and Jung (2017) supports using

purposeful sampling methods for their case studies.

3.9.2 Sample Size and Process

According to Robinson (2014) there is a four-point approach of purposeful

sampling in qualitative research as shown in Table 28, which this study follows.

Name Definition Key decisional issues
Define a Establish a sample universe, Homogeneity VS.
sample specifically by way of inclusion heterogeneity, inclusion
universe and / or exclusion criteria and exclusion criteria
Decide on a Choose a sample size or sample Ideographic (small) vs.
sample size  size range, by taking into account nomothetic (large)
what is practical and what is ideal
Devise a Select a purposive sampling Stratified, cell, quota,
sample strategy to specify categories of theoretical strategies
strategy person to be included in the
sample
Source the Recruit participants from the Incentives VS. no
sample target population incentives, snowball
sampling varieties,
advertising

Table 27: Four-point approach to qualitative sampling (Robinson, 2014)
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Point 1: Sample Universe
In the first step of the four-point approach of Robinson, the sample universe

needs to be defined according to the inclusion and exclusion criteria of the

researcher as illustrated in Figure 38.

Sample universe
The totol population aof
passible coses fov the
FETT

Exclusion criteria
Specify who/what
caanal be included in
Srudy

Inclusion eriteria
Specify who/what is
permissible for inclusion
i the famale

Sample

The selection of cotes
Jrowm which data i3
actuoly cofiected

Figure 36: Sample Universe (Robinson, 2014)

As the current academic literature is limited to understanding only individual
entry mode switching actions across a range of firms or a single transition
between strategies (Amussen et al.,, 2009; Sachse, 2010) and because
international organisations mode switching actions take place as a series of
interrelated activities (interdependencies) and do not exist as independent
actions as prior research has focussed upon, the aim of this research is to
understand a multinational firm’s management decision-making process
during their transition between international entry strategies and the reason
how these mode switching activities occur. Therefore, | decided to focus on
multinational companies within one industry to develop a new process model
to illustrate and explain this business activity and expand the international
management literature base. This focus results in inclusion and exclusion

criteria to define the sample universe in Table 29.

Criteria Exclusion Inclusion
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Company size Non multinational Multinational Companies

companies

Industry All other industries Lubricant Industry

Table 28: Inclusion and Exclusion Criteria of the Sample Universe

Consequently, the sample universe contains all companies which pass the

inclusion and exclusion criteria which | defined.
Point 2: Deciding on the Sample Size

The selected sample size can vary from single case studies to large-scale
interview projects in qualitative research. Both extreme positions can have
their advantages and disadvantages which are discussed in the literature
(Robinson, 2014; Saunders et al., 2015). Due to the limits of the current
literature body of the investigated research theme and aim of this research is
to understand the decision-making process of a multinational company during
their transition between international entry strategies, | decided to focus on one
multinational company and consequently on a single case study which is also
explained in chapter 3.4. Georgiou (2014) also investigated a single
multinational case company in his research about the decision-making process

of entry mode options.
Point 3: Selecting a Sample Size:

Due to my current position as an Area Sales Manager in the largest
independent lubricant manufacturer, it is possible to interview the key actors
who are involved in the decision-making process of mode-switches within the
selected multinational company and therefore the investigated multinational
company is a revelatory single case (see chapter 3.7.1) and it is justified to

select this company as single case (Guenzi, 2011; Flick, 2017).

The data collection phase includes secondary data analysis (objective 1),
primary data collection phase (objective 2 — 4) and secondary data collection
through documentary of the case company (objectives 2 — 4), as shown in
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Table 32. The participant recruitment for the primary data collection (objective
2 — 4) followed a purposive (homogenous) sampling technique based on my
experiences with the investigated mode switching process of the company |

work for (Saunders et al., 2015).

The research questions and objectives address the current research gap
outlined and develops a model to understanding how managers respond and
resolve the interdependencies of simultaneous internationalisation activities
(Silverman, 2015; Creswell, 2018). To explore the individual experiences of
managers, the research will adopt a single case study strategy. Within a
phenomenological perspective this seeks context-dependent knowledge
formed through the experiences of expert’s activities (Flyvbjerg, 2006). In
Table 32 the specific techniques and sampling sizes are indicated for the
respective research objectives. A single phenomenological case study allows
me to learn from the experts who operate based on intimate knowledge within
their area of expertise (Flyvbjerg, 2006). Focusing on one multinational
company will allow me to overcome the limitations of previous research and
understand the interdependencies of activities within a transition process
(Rezende, 2006; Asmusen et al., 2009). Therefore, | can collect data from most
relevant key decision-makers (shown in Table 30) within an adequate time
frame and consequently a relevant, credible and justified sample is indicated
(Georgious, 2014). The number of interviews per key actor group is dependent
on the total number of employees per key actor group, e.g. each of the German
subsidiaries has one Managing Director, and on the number of employees who
accepted to be interviewed in this research per key actor group (Georgiou,
2014). Table 30 displays the selected amount of interviewees per key actor
group. Additionally, Table 30 shows the company affiliation and the
experiences of each interviewee (if there is more than one interview per group,

the interviewees are indicated with letters).
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Company Experiences with the
Number of
Key Actors affiliation (in  decision-making process of
Interviews
years) mode switching
Executive Body 1 >20 >20
Regional Sales A: >10 A: >5
Manager 3 B: >20 B: >15
C:>3 C:>3
Managing Director 5 A: >10 A: >5
B: >15 B: >10
Export Director A: >10 A: >10
2
B: >10 B:>10
Area Sales Manager A: >10 A: >10
B: >15 B: >5
5 C:>5 C:>2
D: >2 D: >2
E: >5 E: >5
Head of Sales ] >20Th >20
Administration
Export Control 1 >20 >20
Sum 15

Table 29: Number of interviews per key actor group

As illustrated in Table 30, most of the selected experts have been working for
the case company for more than 10 years and many of them have at least five
or ten years of experiences in the mode switching process. This shows and
underpins the long-time experience of the selected key actors within the
selected case company and in the mode switching process in particular. The
exact number of years is not indicated for each key actor to ensure their

anonymity within the multinational company. There are differences to be seen
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between the time of experiences of the experts with the mode switching
process and their years of company affiliation because some of the key actors
have been working at other positions which are not linked to the mode

switching process before their current position.

One of the most discussed topics within the general qualitative methods
literature on sampling is the saturation point (Lincoln & Guba, 1985; Morse,
1994, 1995, 2007; Sandelowski, 1995). In the literature, saturation is defined
as reaching a point of informational redundancy within the research where
additional data collection provides little or no new contribution to the study. In
this case, saturation is labelled as data saturation (Gentles et al., 2015).
Saturation is the main criterion to determine when a sufficient sample size is
achieved in qualitative research (Glaser & Strauss, 1967; Lincoln & Guba,
1985; Glaser, 1992; Morse, 1995; Charmaz, 2003; Merriam, 2009;). A
benchmark that determines when a sufficient sample size is reached, is given
by Cohen, Kahn and Steeves (2000; p. 56).

“The scientifically important criterion for determining sample size for the
hermeneutic phenomenological researcher is the intensity of the contact
needed to gather sufficient data regarding a phenomenon or
experience. This intensity is measured in both length of time it takes for
an event to occur...and how often a participant should be contacted to

understand the changes undergone.”

According to Symon and Cassell (2012) the recommended sample sizes

depending on the nature of study are given in Table 31.

Min.
Nature of Study Sample

Sample Size of

. this study
Size
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Interviews 5-25

Ethnographic 35-36

Grounded Theory 20-35
Phenomenological 5-25
Considering a homogeneous population 4-12

Considering a heterogeneous population 12-30
Table 30: Recommended Sample Sizes

This research is underpinned by a phenomenological philosophical position
and is a qualitative study that is conducting interviews as primary data
collection method. Therefore, the green highlighted natures of research in
Table 32 need to be considered for this research according to Symon and
Cassell (2012). As illustrated in Table 32 the selected sample size of this study
is in line with the recommended samples sizes of Symon and Cassell (2012)
considering the nature of this study. Next to this, Zhang (2009) and Georgiou
(2014) who did their PhD studies in the same research area as this research
and also used case studies only conducted 12 (Zhang, 2009) and 8 (Georgiou,
2014) interviews. Consequently, as the theoretical theories in the literature
(Symon & Cassell, 2012) and recent studies in the same research area of this
research and with the same research strategy (Zhang, 2009; Georgiou, 2014)
recommend or use a smaller sample size, the selected sample size of 15
interviews is justified and a credible saturation level is achieved. Furthermore,
due to the boundaries of the selected case study and the focus on one
multinational company, | can collect data from at least one person per key
actor group in an adequate time frame and consequently a relevant, saturated
and justified sample is supported (Manen, 2014; Robinson, 2014).

Point 4: Sourcing Sample
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| used study advertising by contacting the key actors within the company | work
for via email to get the key actors and experts of the decision-making process

as participants of my study (Robinson, 2014).
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Objectives Data Type Sampling Sampling Method Justification Sample Size and

Techniques Justification

— Secondary Review of Academic Literature
Secondary Purposive Secondary data from the experts were used: Emails, minutes of
Sampling - Ifthey help to answer the research questions and to meet the research meetings which are
objectives provided by the interview
- If the benefit of their use is higher than their costs participants.

- If I am allowed to use them

Primary Purposive Self-Selection (based on my Due to the boundaries of the selected case 15 semi-structured
Sampling experiences with the investigated study and the focus on one multinational interviews with the key
mode switching process within the  company, | can collect data from all relevant decision makers of the
company | work for) key decision-makers within an adequate investigated phenomenon.

time frame and consequently a relevant,
Point of Saturation is

valid and justified sample is indicated.
reached, as most key
decision-makers have

participated.

Table 31: Sampling strategies adopted for each objective (Saunders et al., 2015; Silverman, 2014
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3.10 Quality in qualitative research

The quality of qualitative research is often discussed in the literature and by
researchers and there are different views on that subject (Robson, 2002; Gray,
2009; Merriam, 2009; Bryman & Bell, 2011; Symon & Cassell, 2012). The
evaluation criteria for quality in qualitative research are very much connected
with respective philosophical position of a researcher. According to Denzin and
Lincoln (1994) there are different positions regarding the quality of qualitative

research.

While positivists and quantitative positions belief that the evaluation criteria for
the quality of a research are internal validity, external validity, reliability and
objectivity the phenomenological and qualitative position argue that qualitative
research needs a set of individual and seperate criteria for evaluating the
quality of the research because the underpinned beliefs are different (Symon
& Cassell, 2012). Accroding to Kopola and Suzuki (1999) the main evaluation
criteria for qualitative researchr are trustworthiness, reflexivity and
representation. However, according to Symon and Cassell (2012), qualitative
research is very much diverse and therefore there is no general list of elements
which determines if the necessary quality in qualitative research is reached.
Symon and Cassell (2012) belief that qualitative researchers need to draw on
the elements which are most relevant for their research and using the right
elements is a learning process (Symon & Cassell, 2012, p. 220):

sthe creative brilliance of qualitative methods, like any interpretive art, is
learned through practice and apprenticeship. While rules and guide-
lines are helpful, if it were really as straightforward as ‘eight simple
criteria’, there would be no magic, no surprises, and therefore no

genius.”

As | have based my research design on a phenomenological and qualitative
approach, | also intend to evaluate the quality of my research according to

Denzin and Linclon (1994) and with the evaluation criteria of trustworthiness,
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reflexivity and representation. These evaluation elements are also defined and
explained by Symon and Cassell (2012) and conducted by Jung (2017) in his
PhD study.

Trustworthiness

For many researchers trustworthiness is the primary criterion for evaluating
the quality of qualitative research which requires that elements of ,good
practice® are carried out in the research process (Lincoln & Guba, 1985;
Kopola & Suzuki, 1999). Consequently, the transparency of the researcher
throughout the ressearch process is the foundation for the quality of each
qualitative research project (Riggs, 2015). According to Stiles (1993), there are
the key elements (a) disclosure of the researcher’s orientation, (b) intensive
and prolonged engagement with the material, (c) persistent observation, (d)
triangulation and (e) and deep discussions about the findings, to ensure that
trustworthiness is given by the research process. | intend to follow and include
these key elements in my research process to ensure the trustworthiness of
the research design, approach, process and finally the outcomes. | have fully
disclosed my orientations, previous knowledge about the topic and my role in
chapter 3.7.4. In chapter 3.8.1.2, | disclosed my inductive thematic analysis
process and consequently showed intensive and prolonged engagement with
the data. Due to the iterative approach of the thematic analysis process, a
persistent observation of the material is ensured. By using a multi-method
qualitative approach | use documentation reviews to indicate the findings of
the semi-structured interviews and to ensure data triangulation. Last but not
least the deep discussion about the findings is ensured in chapter 5 of this

thesis.
Reflexivity

As | am the central part of the research process and in developing the
interpretations and outcomes of the research, reflexivity is an essential part for

ensuring quality in a qualitative research project. According to Kopola and
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Suzuki (1999), the commitment to reflexivity requires that the research topic,
design and process together with my personal experiences and bias are
critically evaluated throughout the entire research process. There are three
types of reflexivity (Wilkinson, 1988), personal, functional and disciplinary
reflexivity. | intend to ensure the quality of my qualiative research project by
commiting to the three types of reflexivity. | acknowledge that my personality,
personal interests and personal values influence the research process and my
final contribution to knowledge. This research ensures the functional reflexivitiy
by investigating the research process continously and by being transparent
regarding my assumptions, values and biases. For ensuring the disciplinary
reflexivity, | will critically evaluate and analyse the selected methodology of the

research process.
Representation

The represenation of the findings and outcomes of a qualitative research is
essential because it is not just about writing up but rather being a part of the
research process and sometimes it even constitutes findings (Denzin &
Lincoln, 1994). Regarding the quality of qualitative research, the
representation of the findings plays a decisive role because the presentation
style and how | present my results is very much influenced by my personality.
Therefore it is so important to include narrative and personal information about
me in the research project in order to give the reader a chance to evaluate my
representation. Following the concepts of Lincoln and Guba (1985) ensures
that | am representing my final research outcome in high quality. These
concepts include credibility, transferibility, dependability, confirmability and
authenticity. For achieving a credible representation of the final outcome, | will
present the experiences of the participants. Within the representation of the
research findings, | will discuss the transferabilty of the outcomes by
comparing the results with the current literatur body. By explaining the
research process, design and approach very deeply, clearly and transparent,

I will show the dependability and that a replicable research process is ensured.
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| will relate the outcomes and contributions to the extracts of the participants
and will link the results to the data to ensure the confirmability of his
representation. By investigating the research topic from different view points,
the rearcher will write the representation of his contribtuion to knowledge in an
authentic and transparent way (Kopola & Suzuki, 1999; Symon & Cassell,
2012).

3.11 Research Ethics

The ethical approval for the research project was obtained by the university of
Gloucestershire because the RD1 of this research was approved. The ethical
approval is necessary to protect the participants of the research project and
the finally approved RD1 document is attached to this thesis in appendix 12.
Following the guidelines of the research ethics handbook of the University of
Gloucestershire ensures that the given ethical approval of the RD1 is

maintained in this research project (Gloucestershire, 2020).

Before the research project was started | had to get the ethical approval of the
company | work for as | did the research project as an internal researcher (see
chapter 3.7.5). For getting the approval of the company | discussed the
research problem and project with my direct manager. After getting the
approval of my manager to do the research project as a part-time student, |
discussed the research problem and project with the managing director of the
selected case company and finally got the approval from the managing director
to conduct the study as internal researcher under the requirement of ensuring
the anonymity of the firm and the participants (Georgiou, 2014). Ensuring the
anonymity was ensured through disguising the names of the participants and
the investigated company in the interview transcripts. All interviewees and
Isigned the informed consent form in appendix 5 of this thesis. This internal
approval process within the selected multinational company is illustrated in

appendix 12 of this thesis.
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3.12 Chapter Summary

Chapter 3 of this thesis presents the methodological approach, research
strategy and finally the research design outlined for the research project.
Based on the research questions and objectives, | decided to adopt a
phenomenological and interpretive philosophical position to achieve the aim of
his project. Following the research onion of Saunders et al. (2015), | have

developed the research design illustrated in Figure 39.

Research Questions and Objectives

Phenomenology
Interpretivism
Single Case Study
P Qualitative Approach
_ Semi-Structured Interviews
.. Secondary data

Case Study !
Data Collection

Semi-Structured
Interviews

Secondary Data

Data Analysis
- Thematic Analysis

Acknowledge Research Limitations and
Implementations

Figure 37: Research Design

| am using an inductive approach according to Dudovskiy (2014) by conducting
an in-depth single case study to observe and find patterns on which he can
build a new theory in form of a process model of the decision-making process
of mode switching within multinational companies. As | am working as an area
sales manager in the export division within one of the biggest lubricant
manufacturers, he has access to data which were inaccessibly for previous
researcher. Therefore, | selected this revelatory case company to do my in-
depth analysis (Yin, 2015). The selected multinational company is an

information rich single case because it has a long history in the industry, has
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a global structure and many international activities, is not under the top 5 of
the biggest manufacturers which would indicate to be an extreme case but is
still within the top 14 of the biggest manufacturer which proof that the company
still have a significant position but also averaged position within the industry
(Seawright & Gerring, 2008).

As data collection methods, | am using two qualitative methods. The semi-
structured interviews are the main method and have the role to collect data
and to find the first results, while the collection of secondary data through
documentation review is used to support and triangulate the findings from the
semi-structured interviews. Consequently, both methods complement each
other and build a robust and justified method approach to conduct this research
and for achieving the research aim. For sampling the experts for the interviews,
| used the purposeful 4-point selection approach from Robinson (2004) and
selected 15 experts from the case company. The saturation level of the sample
size is justified according to the recommended samples sizes of Symon and
Cassell (2012) related to the qualitative and phenomenological nature of this
study and by other PhD studies which are related to the same research design.
For analysing the collected data of the interviews, | use the inductive 6-step
framework of thematic analysis from Braun and Clarke (2006) to build the
model of the decision-making process and to achieve the research aim. The
data from the documentation reviews are used to triangulate the results from

the interviews.

Last but not least, research ethics are discussed and through the evaluation
criteria of trustworthiness, reflexivity and representation the quality of this

qualitative research project is ensured.
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4. Analysis and Findings

4.1 Introductory Comments

The purpose of this chapter is to present the findings from this research and to
outline the core data and extracts from the dataset that contributes to the
development of the model. The chapter is sectioned into three parts. Firstly, |
identified the key themes and findings per theme using the inductive thematic
analysis technique in the transcribed data from the semi-structured interviews.
The identified themes and their connections are illustrated in a concept map,
which can be seen in Appendix 8. Secondly, | develop my model based on the
previous presented findings. Last but not least, | analysed the documents
which | received from the participants by using predefined codes, themes and
subthemes from the developed concept map of the semi-structured interviews.
Consequently, | am using the documentation review to support and triangulate
the findings from the semi-structured interviews. Both methods complement
each other and build a robust and justified method approach to conduct this
research based on my phenomenological beliefs and for achieving the

research aim.

4.2 Findings from the Interviews

The findings from the interviews are grouped according to the main themes
that are identified from the inductive thematic analysis process which is
explained in the previous chapter (chapter 3.8.1.2). The overview of the main
themes which were identified in the interview transcripts is illustrated in Figure
40.
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Decision-Making
process of mode
Switching

Decision-Making of
a Single Mode Switch

Rational Decision-Making
Process

Figure 38: Summarized concept map
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The three main themes which build the foundation of the findings are short-cut
decisions, the decision-making process of a single mode switch and the
decision-making process of multiple mode switches. | found out that there are
three set-ups of the decision-making process of mode switching within the
multinational company. First, there is a decision-making process of a single
mode switch which means that the multinational company decides about a
possible mode switch in one international market. Secondly, there is a
decision-making process of multiple mode switches which means that within
the multinational company, there are decision-making processes about mode
switching in several international markets at the same time (multiple
simultaneous mode switches). These decision-making processes of switching
the mode in several markets at the same time are connected and impact each
other (interdependencies). And last but not least, there are short-cut decisions

which do not follow a structured decision-making process but rather are
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intuitive and a decision is made at short notice. The following sections are
grouped according to the identified main themes (the three set-ups of the
decision-making process) and the findings per main theme are presented. The
sub sections of the main themes are structured according to the identified sub
themes which represent the suggested process steps of each set-up of the
decision-making process of mode switching and the respective influencing
factors of the process set-ups. The connections between the suggested sub
themes and process steps are presented in section 4.2.1.3 and 4.2.3.3 in
which | develop my models of the decision-making processes of mode

switching within multinational companies.

4.2.1 Decision-Making Process of a Single Mode Switch

As sub themes of the decision-making process of a single mode switch, |
identified the themes rational decision-making process and influencing factors.
The identified main and sub themes are in line and fit to the literature chapter
and the conceptual framework level one in Figure 26 (page 120). The
conceptual framework level one is focused in the inner loop on the rational
decision-making process from the switching motivators through gathering
information, evaluation process and the final decision step and additionally is
focused on the influencing factors around the rational decision-making process
such as the external and internal environment as well as the influence of the
key actors in the conceptual framework. In the following sections, the
researcher illustrates the findings of the sub themes and finally develops his
model of the decision-making process of a single mode switch in section
4.21.3.

4.2.1.1 Rational Decision-Making Process

Figure 41 shows an extract of the holistic concept map which contains all
subtopics and codes that are connected with the main theme rational decision-
making process which is highlighted in dark yellow. These subtopics and

codes indicate the single process steps of the rational decision-making
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process and which factors impact the single process steps of the rational

decision-making process.

The sub themes are highlighted in light yellow and are inside rounded
rectangle; situational analysis, starting impulse, incremental process, strategic
process, decision-making and mode options. The codes are highlighted in grey
and are inside octagons; good commercial performance, dissatisfaction with
performance, changes within an existing partner, personnel, business,
competitor and politics. The colours and shapes in the figure are only provided

to make them more readable and do not have a specific meaning.

Dissatisiaction with Perlormancs

Good Commarcial Padormancs

Parsannel

Changes
within an
Existng
Partnas

Starting Impuls
Bugingss

Compatiior

Ircramantal Process
Poltics
Swringic Procass
Final Decision Step
. L. Miode Options
Rational Decision
Process

Siluabonal analyss

Figure 39: Extract of the Concept Map_Rational Decision Process
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The orange highlighted themes which are inside ovals can be defined as
additional sub-sub themes or as groups of codes. Due to the fact that some of
these sub-themes are used as codes because they do not have additional sub-

groups, | define the orange highlighted ovals as groups of codes.
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4.2.1.1.1 Starting Impulse

As | intends to present my findings of the data set regarding the decision-
making process of mode switching, | start with the findings of the sub theme
starting impulse because the data from the expert interviews show that the
starting impulse can be conceptualized as the starting point of the investigated
process. According to the data set and the experts there are three types of
starting impulses which could start the rational decision-making process; an
existing partner of the multinational company, the business growth intention
and the market environment of the multinational company. Looking at the only
internal factor that could be a starting impulse according to the data set,

participant 2 states:

“It was clear that if you want to achieve even more market share and market

penetration, you have to change the set-up.”

This statement of participant 2 underpins that there are internal growth
intentions within the investigated multinational company which are indicated
as the starting impulse for the rational decision-making process to think about
a mode switch in a respective market and country. This is also suggested by

participant 6 who mentions:

“Of course, if we want to grow the holding market share to 2-3% in South
America, what do we have to do in those countries? We had to answer the
questions if it is absolutely essential that we set up a local subsidiary, or is
a distributor sufficient, or does one have to have a local production site?”

This statement additionally indicates that the rational decision-making process
of a mode switch in a country or a region can be started because of the
strategic goal and the long-term growth intentions of the multinational
company. Last but not least the internal starting impulse of strategical and
long-term growth intentions is supported by participant 3:
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“Yes, the process was clearly driven internally. But it was also clearly driven
by our long-term strategy of gaining market share, achieving long-term
growth and achieving significant business potential in countries where we

are underrepresented.”

Also, this statement indicates that the starting impulse of the rational decision-
making process can be driven internally, and the main driving force is the
intention of long-term business growth and to gain as much as possible of the

local market share.

Besides the internal starting impulses of the rational decision-making process
the experts and data set express external starting impulses that can happen
which are the starting point of the rational decision-making process. These
external starting impulses are grouped into the existing partners and the
market environment of the multinational company. According to the
participants there are two types of external partners. The independent third-
party partners like distributors who are responsible for a respective market as

mentioned from participant 5:

“There are other examples where we have lost distributors due to age,

because the owners did not continue and had no successors.”

This statement of participant 5 explains that a partnership with an external
distributor can end because the distributor is going out of business, e.g.
because the owner does not continue. If the distributor is stopping his business
the multinational company has to develop a new strategy for the respective
market and may implement a mode switch. Consequently, the external third-

party partner could be the starting impulse for a mode switching process.

Additionally, to the independent partners, there are joint venture partners, as

stated by participant 2:
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‘At some point, the goals of our joint venture partner, the officially
communicated goals, were no longer the same as the holding’s officially

communicated goals. “

As stated by participant 2, changed strategical goals at the joint venture partner
could also be the starting impulse for the mode switching process. The starting
impulses which can occur from external partners (either from independent
partners or from joint venture partners) can be grouped in dissatisfaction with
the performance of a partner, good commercial performance of a partner and
finally changes that are going on within an external partner. Participant 5 stated
that the dissatisfaction of the multinational company with the performance of
one of their partners can be a starting impulse for the decision-making process

of a mode switch:
“..that we usually exchanged old non-performing distributors...”
A rather similar statement is given by participant 11:

“Second, that the company is not satisfied with the performance in a
respective market but rather sees a much higher potential in a market
and therefore decides to handle this market with an own sales force to
achieve a higher market share.”

These statements illustrate that a non-performing partner in a respective
market can be a reason and consequently a starting impulse for the

multinational company to do a mode switch.

But not only poor performance of an external partner can be a starting impulse
but rather a very good performance of an external partner can be considered

as a starting impulse according to Participant 11:

“First, that a respective sales partner in a market performs very well and
therefore the company decides to acquire the partner or launch an own
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sales subsidiary because the sales partner proved that the respective

country has a high potential.”

The same participant suggested that good as well as bad performance of an
existing external partner can be a starting impulse of the decision-making
process, but he also states that the positive performance of an external partner
is the stronger starting impulse:

“Although there are two possible scenarios, the positive performance
scenario definitely has the bigger impact on the mode switching

decision.”

The positive performance of external partners as starting impulse is also

indicated by participant 14:

“I guess or | believe that at that time we had a very strong local partner
in the market who had a very good market access, also to the big

international companies...

... Finally, having a strong local partner which were acquired was a nice
ad-on and perfect match due to his structure, employees and market

access.”

Consequently, many participants support that the performance of an existing
external partner can be a starting impulse either as positive performance or as

negative performance.

According to the participants and the data set, the last starting impulse that
could occur from an external partner, are personnel or business changes
within the existing partner. Participant 2 explains an example in which a
business change within an external partner become the starting impulse for

the multinational company to start the decision-making process:
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“At some point, the goals of our joint venture partner, the officially
communicated goals, were no longer the same as the holding s officially

communicated goals.”
A rather similar statement is given by participant 4:

“And so yes, because the joint venture partner itself, especially in this
smaller European country, has emancipated itself, is no longer
technologically dependent on us today or was no longer dependent on

us at the time of termination.”

Both statements indicate that a business change within an external partner
either it is a change of the long-term strategic goals (as explained in the first
statement of participant 2) or it is a change in the set-up of internal departments
(as illustrated by the second statement of participant 4), can occur as starting

impulse for the multinational company to begin the decision-making process.

Beside the business changes, also the personnel changes within an external

partner can be a starting impulse, as mentioned by participant 5:

“There are other examples where we have lost distributors due to age,

because the owners did not continue and had no successors.”

Consequently, there could happen changes within an external partner which
act as starting impulses for the multinational company either because of

personnel changes or because of business changes.

The last code group of the sub theme starting impulse is the market

environment in which | grouped the codes in competitor and politics.

According to participant 1, the competitors or their behaviour or changes within
the competitors can be a starting impulse of the decision-making process of

mode switches, as he stated:
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“The story was so, uh, the family or conglomerate had a joint venture

with a competitor which was a very well-known brand ...

... You have to say, the Saudis had 70% of the joint venture, so the local
investors and 30% had the competitor, but the brand came from the
competitor. And the dissatisfaction, the details are unimportant, | think,
but the dissatisfaction was so great that the local family intended to find
a new partner and then everyone came, the Shells, the Castrols, the
Elfs, etc., all known names wanted to take this market in their hands,

because the competitor apparently flies out and takes over this 30%.”

Also, participant 2 raised the topic of competitors who trigger the starting
impulse of the decision-making process:

“Finally, if the competitor did not address this itself, it was still triggered

by their behaviour, e.g. by the aggressive competition in Germany.”

Both statements show that the situation at a competitor can act as starting
impulse for the multinational company either because a former partner of the
competitor finish the partnership or because the strategy and behaviour of a
competitor is changing. It is evident that changes within competitors can cause
market adjustments and changes to which the multinational company has to

react and might change its mode option.

The last starting impulse that | identified in the data set is the politics and with
politics, | mean the political situation in a country, laws and the politicians
themselves. Participant 1 gives an example how the political situation in a
country or market can trigger the decision-making process of the multinational

company:

“We had a local subsidiary in both countries and sold it because it was
no longer manageable. In one of the countries we had death threats

against the manager, who was a local citizen and didn't dare leave the
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house. There was corruption, fraud, intrigues and everything you can

imagine.”

This example shows that the politics can be the starting impulse of the
decision-making process and the outcome of the process could even be to quit
a market completely, but the politics can also occur as starting impulse and
the outcome is completely different. As stated by participant 4, the politics can
work as starting impulse that the multinational company decides to enter into

a market with an own subsidiary:

“However, there are always the tendencies of protectionism, in which a
country tries to protect its own economy in such a way that it makes it
more difficult for imported products to compete with local producers. If
such a change is foreseeable, then we are already of the opinion that
we must rather set up our own company in order to be perceived there

as a local competitor.”

According to this statement of participant 4, a political decision e.g. regarding
the import and export regulations can trigger and consequently can be the
starting impulse for the decision-making process of mode switching because
the political circumstances within a country require a specific mode to be
implemented. If this mode is not implemented yet, the multinational company

has to switch.

Finally, the sub theme starting impulse shows that there are several and
different factors that could occur as starting impulse of the decision-making
process of mode switches for the multinational company. Figure 41 gives a
good overview of the starting impulses in form of the respective codes in the

concept map.

4.2.1.1.2 Situational Analysis

According to the findings of the data set, the next step of the rational decision-
making process is gathering information. This process step is identified as one
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theme in the thematic analysis of the rational decision-making process as
illustrated in Figure 41. As gathering information also includes the data
analysis step, | wanted to proceed with the subtheme data analysis which |
identified from the collected data set as the next step of the decision-making

process.

The first code and step of the data analysis is identified as the market analysis.
This market analysis can be grouped in quantitative market analysis and
qualitative feasibility analysis of a market. Participant 9 gives an example of

data that is analysed in the quantitative market analysis:

“Additionally, in Chile it can be said that more than 400 open gears are
working in the mining industry. The defined goal was to lubricate 10%
of the open gears with our products after 3 years. As a result, if the
customer uses our products for open gears, other products are usually

also used for other lubrication points.”
A similar statement is stated by participant 6:

“Subsequently, | obtained statistics on the South American lubricants

market in order to be able to estimate the market potential.”

Hence, the quantitative market analysis is focused on getting as much as
possible validated and statistical data about the market volumes in total and if
possible, per business segment of the multinational company to develop a
holistic and coherent picture of the market. Consequently, the quantitative
market analysis is one part of the data analysis process step. The inter-step
which is typically done before the quantitative market analysis is conducted
and which is also part of the data analysis process step, is the qualitative

feasibility market analysis as described by participant 4:

“When we now say that we are talking about a market in the European
Economic Area in the narrower sense, i.e. within the EU, Scandinavia.

Then certain questions do not arise. There are no questions about the
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marketability of our products, there are no questions about the
availability of raw materials, there are no questions about embargoes or
imports. Therefore, in such a case, the market-related and financial

evaluation is more in the foreground.”

The participant explains with his statement that prior to the quantitative and
financial market analysis, the due diligence or feasibility of a market needs to
be checked and if there are any factors that could be a showstopper for the
decision-making process. E.g. if a market is located protected from authorities
or due to embargos, the multinational company does not enter into this market
regardless of the size and the quantitative figures of the market. The participant
also suggests, that this is depending on the region of the country, e.g. in an
economic stable region like Europe with similar local laws, the feasibility

market analysis is less important.

The next step of the data analysis is the collection of the data and to create
the decision foundation which is identified as business plan in the data set.
The findings regarding the business plan can be categorized into the existence
of a business plan, the format of a business plan and finally the content of a
business plan. Concerning the existence of a business plan as foundation for
the final decision in the mode switching process there are different opinions of

the experts in the data set. Participant 2 for example states:

“Sometimes | had the feeling that we at the holding had set up national

companies without looking at economic aspects.”
A rather similar statement is given by participant 13:

“I would like to see it sometimes simply more backed up with hard facts.
You can't prove everything with figures and some things are also in the
qualitative area and how do | quantify them? | agree with anyone who
uses that as a counterargument. But | lack the link to say what | want to

achieve and what means | make available.”
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Both expert doubt that the multinational company always have the quantified
foundation for a decision of mode switches in form of a business plan, but both
also relativize their statement as they say “sometimes”. As a result, they also
indicate that there are decisions with a business plan as foundation but there
are also some decisions which are made without a business plan and detailed
quantified analysis. The existence of a business plan as foundation of the final

decision of a mode switch is suggested by participant 2 who states:

“We were given the task by our managing director to draw up a business
plan with the working hypothesis "Establishment of a national company
in a small country in Europe". This business plan then required various
analyses such as market, product and competition analysis. We carried
out a complete P&L calculation for the national company on the basis
of a full cost calculation and thus virtually simulated the complete

national company with all costs incurred.”

And by expert 12:

“A business plan is usually created...

... So, a decent market and competition analysis, the analysis of the

market entry barriers, where are potential customers, etc.”

Consequently, most of the decisions about a mode switch are based on a
detailed business plan and some decisions are made without a business plan.
These decisions which are not made based on a detailed business plan and

which | identified as short-cut decisions are the main focus of chapter 4.2.2.

Regarding the format of a business plan my findings are that no blueprint or
business plan starting template is existing in the multinational company but
rather that depending on the decision-maker the business plan can look
differently. This is indicated by participant 6:
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“It is important for me to mention that there was no template or best
practice for creating the basis for the final decision, but that | was given
a free choice by our CEO and was able to create the decision basis

myself.”

After clarifying the existence of a business plan and the format of a business
plan, | intend to show the findings regarding the content of a business plan.
Participant 7 suggests that a business plan should contain qualitative as well
as quantitative aspects, although he also points out that the quantitative factors

are finally more important for the decision:

“It definitely should be a mixture of both, quantitative as well as
qualitative factors. I think that the business plan and the final decision is

mainly based on quantitative and measurable factors.”
A similar statement is given by participant 9:

“Therefore, to come back to your question, it was a combination of
qualitative and quantitative aspects that finally formed the basis for the

decision.”

Participant 12 explains that there are qualitative as well as quantitative
variables in a business plan and that the qualitative factors are the foundation
for the quantitative analysis. Hence, the qualitative factors are the foundation

and the quantitative variables are the decisive basis for the decision:

“Basically, in addition to the pure numbers, the question is asked how
to get to the numbers and basic assumptions have to be made. And the

basic assumptions must also be described...

...The qualitative considerations of how to gain business in which
regional market and in which market segments with which customers,

through which product range and in which period. You always have to
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think about this. This means that it is a mixture of qualitative and

quantitative factors.”

As a result, | can summarize my findings regarding the business plan that the
multinational company uses business plans as decision foundation, without a
fixed format as blueprint but rather a format that differs from case to case and
which is depending on the responsible manager and that the business plans
contain qualitative (e.g. the market structure as the existing market segments
of the target market) as well as quantitative aspects (e.g. cash flow calculation

or profit and loss calculation).

4.2.1.1.3 Final Decision Step

The last process step of the rational decision-making process which was found
as a sub theme is the final decision step of the process. The findings of this
theme can be grouped into findings about the decision-makers and the
decision parameters. Several participants state that the final decision about a
mode switch in a respective country is in the responsibility of the regional
management, as for example participant 7:

“These decisions are typically done by the regional sales manager who

is responsible for a respective region.”

As the regional management is located at the head quarter of the multinational
company, the final decision is made by the head quarter and as the regional
management is reporting to the executive board directly, the executive board

is also involved into the final decision. This is suggested by participant 9:
“Finally, the decision is made by our holding company.”
And participant 4:

“In this case, the decision-makers are first and foremost the regional
managers for the regions, who are not necessatrily located directly with
the Executive Board”
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Although the final decision is made by the regional management, the
managers try to involve their colleagues, get their input and to find a consensus

before doing the final decision. This is supported by participant 3:

“Um, in the end it was made in the region, so by me, of course in close
consultation in the house with for example my managing director
colleagues in Europe, from where there were a lot of deliveries to this

country e.g. from France, Germany and Italy.”

The second part of the sub theme final decision step is about the decision
parameters, determinants and decisive factors of why the decision-makers are
doing a specific decision. One of the findings in this regard is that the
multinational company does not have fixed decision parameters or
determinants which they use for a final decision. This is stated by participant
4:

“We don't have any hard decision parameters, where we say, if you
don't jump over this hurdle, then it won't work. We are not there. So you
can already say that it is a case-by-case approach where you try to
make the individual case fair. If you say a ROl in a mature country, you
can say for a large investment, say 6-7 years, we feel comfortable with
the decision. But this does not mean that we reject the same investment
decision in another country because the ROl is 8 years. So you can say

that we are agile or at least we are not stuck in such decisions.”

The finding of this statement is clearly that the final decision about a mode
switch is an agile and case by case process. The multinational company
decides each case based on different parameters and determinants. This does
not mean that the process until coming to the point of final decision is always
different. This is also indicated by the statements of other participants. For

example, participant 6 states:
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“The decisive factors were certainly the qualitative reasons rather than
the simplified profit and loss calculation. The profit and loss calculation
was prepared and accepted and not turned around and adjusted three

times.”

While participant 6 mentions that the qualitative parameters play the decisive
factors of this specific example, participant 10 states:

“Yes, | think that’s how it happens, and | think that the holding is very
much focused on quantitative factors. If | think about the decisions
within the holding, | have the feeling that often the decisions are made

with as less risk as possible and on the long-term.”

As final outcome of the final decision step sub theme it can be summarized
that the final decision is made by the top management which is responsible for
a region, however they try to involve all key actors of the process into the
decision-making and that the decision parameters and determinants can vary

from decision to decision and from case to case.

4.2.1.1.4 Mode Options

The different mode options which are existing within the multinational company
are the decision options for the decision-makers. | found out that as higher the
capital investment of a mode option is as higher is the possible management
control of a company. The management control is for the multinational
company also a decisive factor which is explained in the next chapter with the
influencing factors. The findings of the data set are that the multinational
company is using several mode options to serve its global and foreign markets
like export, licensing, contractual agreements, joint ventures and wholly owned

subsidiaries. The extract of participant 12 shows these mode options:

“So from this point of view you can say that there are different mode
options for a country and that there is the possibility to support a country
and the customers via the export department directly from Germany, or
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I do the business via a trading partner, possibly with the aim to buy the
business of the dealer at some point and to establish a local national

company.”

The first mode option with the smallest investment and management control is
exporting which is also stated by participant 12. The next higher level is
establishing a distributor with an official contract. Another possible mode
option that the multinational company have is licensing which is between the
contractual agreements and a joint venture regarding the factor's management

control and capital investment, as stated by participant 1:

“That means we have gone one step further. Between the distributor
and our own company or joint venture, we brought this joint venture in
making. For the sake of completeness, there was no put option, only a

call option.”

This means that the multinational company developed their own mode which
is a joint venture in making because they have always the option to buy a part
of the partner’s company. Therefore, this licensing mode option is between
contractual agreements and joint ventures according to the parameter’s

management control and capital investment.

The last possible mode option that has the highest capital investment and the
highest management control level is the own subsidiary either as sales
subsidiary or as local subsidiary with its own production. This is also indicated
by participant 7:

“I have made the experiences that typically the holding is expanding and
growing in their markets globally and therefore the main mode switch
that happens is changing for an existing set-up with a third-party dealer
to an own sales subsidiary and often the holding has acquired one of
their previous distributors in the past.”
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4.2.1.1.5 Incremental Process

Following the inductive thematic analysis process, | identified the incremental
process as a sub theme in the data transcripts of the participants. Behind this
sub theme, there are data transcripts which focus on the complete process,
the process flow and timing of the afore discussed process steps. Participant
10 states that there is no incremental process but rather a rolling process as

many steps run in parallel:

“Therefore, it is more a rolling process, because the analysis starts far
before the decision-making process of mode switches, so many steps
run in parallel. As there are many mode options for the final decision,
there are also many analyses which need to be done in parallel. “

The participant also points out that the process can include the analysis of
more than just one new mode option and this already explains, why the
process cannot be incremental but rather is rolling because if the analysis step
for one mode option is finished, the analysis step of a second mode option just
begin. Participant 11 suggests with his statement:

“All in all, | think there is no incremental and straight on process of the
decision-making process of mode switching because there are many
influencing factors and actions which are not foreseeable and therefore
cannot be controlled, e.g. the cancellation of a distributor or the

concentration on a certain business filed.”

The participant means that the process is so complex and there are many
influencing factors (which are discussed in the next chapter) that the decision-
making process cannot be incremental but rather many process steps are
iterative and needs to be done at the same time. Therefore, the outcome of
this sub theme is that the decision-making process even if we are talking about
the rational decision-making process within the multinational company is not

incremental but rather a rolling and cycled process.
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4.2.1.1.6 Strategic Process

The last sub theme of the rational decision-making process was identified
because | found in the data sets many codes and data of the participants in
which they are talking about the decision-making process of mode switching
as strategic process and the long-term goal behind the process. Participant 6
explains very well how the strategy for a specific region is developed within the
multinational company and that there are strategic and long-term concepts
before the final decision-making process of a specific country or mode option
is done:

“Before the final decision was made, | introduced our CEOQO in a three
pager about the strategy and my ideas for South America, in Power
Point Slides, which | used later to discuss with the other subsidiaries as

well...

... The three slides show what was the actual situation in 2016 when |
arrived, what is the status in mid-2018 after the foundation of our new
subsidiary and what is my outlook until 2023. Finally, it was about taking
the map and exploring the goal that in the next 3-4 years at the latest a
local subsidiary will also exist in two additional countries. In which form
these local subsidiaries will be founded, whether as a joint venture or
from the ground up, with a production site or not, has not yet been

discussed, as this question does not yet arise.”

As explained by the participant, there is a strategic factor inside the decision-
making process and the long-term goals are considered in the process which
means that the first thoughts about a decision can start by far earlier than the

official decision-making process of mode switches starts.

Participant 3 also suggests that there are strategic elements behind the
decision-making process of mode switches which play a decisive role in the

process:

224



PhD Thesis Mario Gehrlein

“The strategy of how we do business in individual countries often has,
in a way, a revolutionary development. Things that we may have done
10 years ago in a different way, where we were more opportunistic, we

are now making much more focused and targeted.”

The participant also explains that the strategic direction can be adjusted and
changed over the years. Consequently, the rational decision-making process
of single mode switches is part of a strategical process which is happening on
a global and regional strategic level within the multinational company. This is
a first indication that the decision-making process of a single mode switch is
integrated into a global strategical network of a multinational company and
consequently the several decision-making processes of mode switching are
happening at the same time within the multinational company. These
simultaneous decision-making processes exert interdependencies which is an

aspect that | have considered in chapter 4.2.3.

4.2.1.2 Influencing Factors

Figure 42 shows an extract of the holistic concept map which contains all
subtopics and codes that are connected with the main theme influencing
factors, highlighted in dark red. | found out within this theme that there are
factors (external, internal and circumstances) which influence the decision-

making process at several stages and significantly drive the final decision.

Some starting impulses from the rational decision-making processes (which
are explained in the previous chapter 4.2.1.1) are overlapping the influencing
factors as for example, the business growth intention of the multinational
company as well as the changes within existing external partners. | decided to
keep these two sections separated because the starting impulses are very
much related to the rational decision-making process and are “only” the
starting point of the decision-making process while the influencing factors can
have an impact on the decision-making process at any time and process step.

Consequently, each influencing factor can be a starting impulse because the
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influencing factors act at each stage of the process but not each starting
impulse is an influencing factor because the starting impulses are clearly
defined as starting point of the decision-making process. | will bring both
sections together in chapter 4.2.1.3 by integrating them into my model of

decision-making processes of a single mode switching.

The sub themes of the influencing factors are highlighted in light red and are
inside rounded rectangle; external, internal and circumstances / opportunities.
The codes are highlighted in grey and are inside octagons; market, market
barriers, culture, accessibility, availability of employees, local legal
requirements, due diligence, security of raw material supply, export control
regulations, competitors, politics, reputation, partners, personnel due diligence
input personal changes key actors, market, customer structure, size, market
share, economy, tax, competitors, complexity costs, cultural effects, local
proximity to the customers, controlling the market strategy, personal interests,
personal behaviour, bonus & provision system, critical mass, financial
possibility, cannibalisation and expansion strategy. The colours and shapes in
the figure are only provided to make them more readable and do not have a

specific meaning.
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Figure 40: Extract of the Concept Map_Influencing Factors
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The mid red highlighted themes which are inside ovals can be defined as
additional sub-sub themes or as groups of codes. To be consistent with the

definition of the previous chapter these ovals are defined as group of codes.

4.2.1.2.1 External influencing factors

According to my findings, the external influencing factors can be grouped into
qualitative and quantitative external influencing factors. The extract of the

qualitative external influencing factors is shown in Figure 43.
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Figure 41: Extract of the Concept Map_Qualitative external influencing factors
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

First code of the qualitative external influencing factors is the code group
market which contains the codes, market barriers, culture, availability of
employees, local legal requirements, due diligence and the security of raw

material supply.

As mentioned by participant 6 the existing or changing market barriers can be
the decisive influencing factor of a decision-making process of a single mode
switch:

“It was clear to me that the decision of launching an own local subsidiary
is mainly caused by the lowest possible entry barriers. These entry
barriers were decisive for me in the end. For me, entry barriers are,

basically quite simple, there is a vertical oil industry in the country, so
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local oil is produced. The fact is that, as a rule, countries where oil is
extracted are very protectionist about imports, while countries without
oil extraction are logically more dependent on oil imports. This means

that there are fewer restrictions on competition.”

The participant indicates with his statement that the market barriers can have
an influencing effect on the decision-making process at any time of the process
and additionally that in his point of view the market entry barriers are coming
from the industrial set-up of a country and furthermore e.g. from the fact if a

country extracts oil and has refineries.

Another qualitative external influencing factor that | found in the data set is the

market culture in a country. For example, participant 10 raised the point that:

“Cultural influencing factors, e.g. that people of specific countries prefer
to do business with local subsidiaries as they work in the same time
zone and speak the same language. But on the other side there are also
people of specific countries which prefer to work with foreign people,
e.g. from Germany than with local people. The same is happening
regarding the label “MADE IN GERMANY”. There are countries and
regions in which the customers are looking for “MADE IN GERMANY”
products and are willing to pay a higher price and on the other side there
are countries and regions in which the customers are only looking for

the cheapest priced products.”

Consequently, the culture of a market and country can influence the decision-
making process of a mode switch because the new mode should consider the
cultural factors regarding the responsible people who are working in a country,
e.g. if a country should be supplied from Germany directly or via a local
subsidiary, and also regarding the brand culture of a market and how the
supply-chain to a market or country needs to be designed to implement it best
possible to fit the cultural conditions and the customer requirements of a local

market. In summary, during the decision-making process the multinational
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company needs to consider that the chosen final mode option fits to the local

cultural aspects and set-up of the respective market.

An additional qualitative external influencing factor can be the availability of
finding local employees if the possible new mode option requires local
employees. This is a challenge that the multination company often has during

the decision-making process of mode switching as suggested by participant 5:

“The sticking point in many countries so far has been that they have
found it incredibly difficult to find people who have the skills to do
business, either because they don't have a foundation on which to build,
or because they don't understand it at all. Um, that hasn't been so critical
in the USA and Brazil, but in China, for example, it's very critical.”

The participant explains that the lack of finding employees for a local mode
option could have two reasons, first because they do not have the respective
educational background to learn the lubricant business or second because
they have the education but do not understand the lubricant business. The
participant also indicates that this is dependent on the country and
consequently it depends case to case if this influencing factor needs to be

considered in the decision-making process.

Another big qualitative external influencing factor which is getting increasingly
important in the chemical industry and consequently also in the lubricant
industry, is the local REACH' requirements in a country or market. These local
legal requirements have an enormous impact on the decision-making process,
as suggested by participant 5, because depending on the REACH
requirements either the importing company, e.g. the distributor, or the
exporting company, e.g. the multinational company, has to ensure that the
products are REACH confirm:

' European regulations and laws regarding chemicals
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‘But REACH and legal changes, these are just a few of the things I've
heard about, and they can definitely influence the decision-making

process.”

Consequently, depending on the REACH requirements and which company is
responsible for ensuring the REACH conformity of the products, the

multinational company will choose between the mode options.

Last but not least the multinational company needs to consider the due
diligence of a market or country as qualitative external influencing factor in
order to ensure that the multinational company can do business in the
respective country according to their code of conduct. One topic that is always
critical in a country or market regarding due diligence is corruption. This finding

is suggested by participant 4:

“What are the customers accessible to us, what is the market accessible

to us, because not every market is accessible to us due to corruption.”
And participant 5 indicates it as well:

“The country we are looking at, is first and foremost a politically stable
country. Uh, with relatively little corruption in South America. So, there
were the general conditions to determine whether we could operate as
a holding with our own national subsidiary here.”

Consequently, the decision-making process of a mode switch is influenced by
the due diligence of a market or country because the due diligence check of
the respective country or market has an influencing effect on the final mode
options that can be used to ensure that the multinational’s code of conduct is
fulfilled. E.g. the multinational company will not enter into a foreign market with
an own subsidiary if the local business is dominated by corruption because

this is against the code of conduct of the multinational company.
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The last influencing factor that is grouped into the market code group is the
security of raw material supply. This influencing factor only occurs if the mode
switch to an own local production in a country is an option as mentioned by
participant 4:

“In this country we were always on the road as importers with our own
company. However, the big decision to change the processing strategy
in this market was actually our own production. This was the milestone
for us, because we became another player with our own production.

There, completely different questions arise for the time being.”

In case that the multinational company intends to open up an own production
plant in a foreign country the security of raw material supply needs to be

ensured. That this is not always the case is explained by participant 4:

“And the second big issue with the import of raw materials from Europe
and if we have access to locally available base oil. So, base oil, where
we say technically, yes, there is a read across and that is there, but they
sell us base oil for local production in the first place, because often you
are perceived differently in markets than competitors, whether you are
a pure importer or suddenly also a local producer, i.e. we need base oil.
That was also an intensive examination to look at, if we find local
suppliers, who also actually sell us the base oils and the answer at the
beginning was No.”

Although this influencing factor comes only into play if the multinational
company thinks about an own production plant in a foreign country, it is still an
important influencing factor because if the security of raw material supply is
not ensured this could be a showstopper for the final mode switch decision of

launching an own production plant in a respective country.

The next finding regarding external qualitative influencing factors is the impact

of competitors on the decision-making process of a mode switch. As stated by
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participant 7, a decision of a competitor can have an influencing effect on the

decision-making process of the multinational company:

“Next to this it could be triggered by a decision of the competitors, e.g.
if the competition is launching an own production plant. This could push
or motivate us to start the mode switching process to stay competitive
with the cost advantage, advantage of a faster supply chain, etc. with

the competition.”

In this example the strategy shifts of a competitor to build an own production
plant in a country and consequently putting more efforts and focus into a
market could influence the decision-making process of the multinational
company. Because the multinational company risks to lose market share if it

does not adjust its strategy according to the new set-up of the competitors.

Another qualitative external influencing factor can be the politics and with
politics | mean the political situation in a country, laws and the politician

themselves. One example is given by participant 10:

“So, e.g. political changes regarding a respective country. For example,
that due to the embargo of the US regarding a critical country, the
holding is not supplying to this country anymore.”

With this example the participant definitely shows an extreme and worst-case
scenario because due to the political decision, the multinational company
needs to stop business and consequently exit from a market. There are also
fewer extreme examples and cases in which the political situation even

supports a mode switch decision, as suggested by participant 4:

“Of course, this is also an opportunity for us, if we make an investment
decision for a country, to contribute to the local content of our main
customers. This sometimes also makes the decision easier for us,

because we are then regarded as a local supplier, even if the technology
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we use is still of German or European origin and is used locally in

production in this country to qualify as a local supplier.”

In this example the participant explains that there are countries in which local
companies have the political requirement to purchase a specific part of their
raw material from other local manufacturers. If they do not fulfil this
requirement, they have to pay a fee. Therefore, it is a sales argument if you
are producing locally for the customers and this political requirement supports

the decision of launching an own production plant in such a country.

Another finding in the data set is the reputation of the multinational company
as qualitative external influencing factor which can direct the final decision step
and the whole decision-making process. | discovered that according to the
experts, the multinational company also considers the impact of a mode
decision on the local reputation in a market or country. Participant 4 explains
an example of how this influencing factor is considered during the decision-

making process:

“Many lubricant manufacturers who are importers in a foreign market
are the ones who actually bring technologically sophisticated products
into the market that the local players do not have. If lubricant suppliers
like us and other competitors also, we make the market entry into such
a developing country, then we must be careful that we do not suddenly
become a local player in the narrow sense, because then the

technology leadership is lost.”

With this example the participant intends to explain that the local brand
recognition is very important for the multinational company and that the
selected mode option can have an impact on this. Therefore, the brand
positioning and the reputation in a local market is a decisive influencing factor
for the multinational company. While participant 4 is focused on ensuring that

a mode switch does not have a negative impact on the local reputation of the
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multinational company, participant 8 shows the chances and benefits that a

mode switch can have on the local reputation:

“This means that the brand is of course marketed more strongly by a
local subsidiary and the existing market potential is tried to be covered
best possible.”

Both statements show that the local reputation in a market or country and the
effect that a mode switch could have, is definitely considered by the managers
during the decision-making process of mode switches because the local
reputation and brand recognition is an important factor regarding the

competition advantage of a company.

The last group of codes regarding qualitative external influencing factors are
the external partners who can have an impact on the decision-making process.
External partners can have an impact on the decision-making process and |
found out that the input of the partner can influence the decision-making, the
key actors at the external partner, personnel changes within the partner and
last but not least the personnel due diligence of the partner.

One of the main influencing factors of external partners is their possible input
into a partnership. The multinational company always considers this possible
input before doing the final decision of a mode switch, as suggested by

participant 1:

“You really have to think about it, in most cases it is the local expertise
and the network that we have seen in many countries in one market.
Customer contacts, faster approvals, renting warehouses, it's all easier,

accountants have a system, etc.”

With this statement the participant explains that in most cases the multinational
company hope to get local market expertise and an easier market entry

process as input from an external partner while other market entry steps like
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the supply-chain or the logistics itself are not a big challenge. Additionally, he

states:

“If | don't need any of this and | can do it alone, or I find a good distributor

in Nigeria, then | start alone and have 100% of this company and done.”

Consequently, the multinational company is not afraid to switch its mode or
enter into a market by themselves if there is no external possible partner who
can contribute necessary and beneficial input to a partnership.

Second influencing factors, that external partners could have on the decision-
making process of the multinational company is the behaviour of the key actors
of an external partner. If for example the multinational company intends to take
over an existing partner and build an own subsidiary it is a decisive factor if the
former key actors of the partner stay on board or not, as mentioned by
participant 12:

“This is possible if the owner of the trading partner remains on board
and, for example, acts as managing director of the local subsidiary.
Then he has a motivation to contribute something and can contribute
his expertise. This was possible in the case of the eastern Europe
country, but it was not possible in the Nordics, for example, as the

managing director, as the former owner, was no longer available.”

As mentioned by the participant, keeping the former key actors on board after
acquiring an external partner is a decisive and important factor for the success
of the mode switch due to the experiences of the key actors. Therefore, the
key actors of an external partner can have an influence on the decision-making
process of mode switching at the multinational company with his decision if he
intends to stay with the multinational company or if he intends to leave the

board.

An additional influencing factor that has been discovered which is also

connected with the key actors of an existing partner, is the impact of personnel
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changes within an existing partner, e.g. within a joint venture partner. As the
partnerships are often built on personal relationships, such personnel changes
can have a big influence on the relationship and consequently can influence a
decision-making process of mode switching as well. This is suggested by

participant 4 who states:

“‘But when it comes to generational succession and the people involved
change, then this bond, the personal bond is different and then such
discussions are often more difficult because the joint venture partner

approaches the matter much more soberly and rationally.”

As explained by the participant, a personnel change within the management
of an external partner can change the relationship in a partnership very much
and this could cause challenges, e.g. in a joint venture if the personal trust and
connection is not existing anymore. Therefore, personnel changes at external
partners are found as external qualitative influencing factors of the decision-
making process.

Last but not least there is the personal due diligence of an external partner that
could influence the decision-making within the multinational company. This
means that the multinational company always do due diligence checks of their

possible external partner before they, e.g. launch a joint venture with a partner.

“We screened the potential partner and made our picture of whether this
partner would fit into the holding. So, it was a personal due diligence.
This was done because it was the idea to launch a joint venture with the

existing partner.”

Consequently, the result of the due diligence test of an external partner can
have an impact and can influence the final decision about a mode switch
because it could be a showstopper for the multinational company if the external
partner would not pass this due diligence test.
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According to my findings, the second part of the external influencing factors
are the quantitative external influencing factors. The extract of the quantitative

external influencing factors is shown in Figure 44.

——— Economy
_——— Market
Quantiative —————— Tax

— competitors

Figure 42: Extract of the Concept Map_Quantitative external Influencing Factors
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The extract of the quantitative external influencing factors shows that many
codes are the same as with the qualitative external influencing factors. The
differences are the data and extracts behind the codes while the qualitative
influencing factors are focused on non-measurable factors that could influence
the decision-making process, the quantitative influencing factors are focused
on factors that can be measured and calculated based on numbers and figures

as suggested by participant 7:

“It definitely should be a mixture of both, quantitative as well as

qualitative factors.”

| split the quantitative and qualitative influencing factors because | found out
that there are differences between them.

Starting with the market and the quantitative influencing factors that it could
have on the decision-making process. Participant 1 explains the relevance of

taxes and import duties as influencing factor with the following comment:

“So we have high export barriers, sometimes 25 or even 30%, but if
there are a lot of imports, the market pays the price and it is often the

case that when one is locally produced, the customs barriers are really
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raised in order to protect this local producer, so this interaction was

there, even if we already had customs duties in many markets...

... I have also seen many factories, mostly outside the holding, where
the choice of location was decided on the basis of tax advantages. That

is mostly wrong.”

As explained by the participant, local taxes and import duties have only a
limited influence on a decision about a mode switch because the
circumstances are typically the same for all players in the market and
consequently the market price is adjusted accordingly. He also indicates that
tax reasons are typically not decisive factors of the multinational company for
doing a decision. The only exception which he explains, if markets protect their
local manufacturers with extraordinary high import duties that in this case the
multinational company may need to react and think about a mode switch.
Consequently, very high import duties could be an influencing factor on the
decision-making process. This means that if the import costs for the products
of the multinational company are extraordinarily high, it is more beneficial for
the company to launch its own production within a market rather than importing
the products from other production plants of the multinational company. As a
result, the import duties can direct the final decision step of the mode switching

process.

The second influencing factor that has been discovered and which is
connected with the external market, is the economic situation in a market which
can drive the final decision-making step and can be the decisive factor for the
decision. Participant 14 states that market growth can be the decisive factor
which finally directs the final decision of a mode switch at the multinational

company:

“I think the final and most important factor was the growth potential that

was identified for the market. So, | think the market potential of this
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respective country was the decisive factor for changing the mode in the

market.”

Next to the market growth, also the existing companies and customers in a
market can influence the decision of a mode switch, as explained by participant
12:

“This country was known as a country and a market because many large
companies relocated their production there for cost reasons. Low cost
country as keyword. Ergo, it was already clear for us for a long time that

this high potential exists, and the potential has also grown.”

Consequently, the economy of a market does have a big influencing effect on
the decision-making process of mode switching within the multinational
company. In this regards the economic situation is the key word and includes
many variables as growth rates, growth potential, customers in the market, etc.
This means that the more attractive from an economic point of view a market
is the more is the intention of the multinational company to switch to a mode
with a high management control like an own production plant or own sales

team in a respective market.

Last but not least the competitors have been identified as external quantitative
influencing factor. The participants suggest that the competitors can influence
the decision-making process of the multinational company if they increase
significantly their market position. For example, participant 11 explains that if
a competitor increases his competitive advantages and consequently the
market share of the competitor raises significantly, this influences the decision-

making process of mode switches at the multinational company:

“Special increase of the competitive advantage of one of the
competitors in a foreign market, which means that one competitor is
strengthening his positions and is winning additional market shares.
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Due to this my company has to react in order to avoid losses in regard

to market shares.”

As the market share can be measured, this influencing factor is categorized as

external quantitative influencing factor.

4.2.1.2.2 Circumstances / Opportunities

Besides the external and internal influencing factors | discover additional
influencing factors besides the external and internal influencing factors of the
decision-making process within the multinational company that can be
grouped in the sub theme circumstances and opportunities. With opportunities
I mean the fact that sometimes the decision-making process of a mode switch

is influenced by an opportunity that appear, as explained by participant 1:

‘In one country, for example, we have a lubricant expert who has
researched and looked into who might be an option, found an investor
who had nothing to do with lubricants, but had a pile of money to do with
it. Both then came to us and said we could do something together. This
was also done and the whole thing was 15 years ago now and is a huge
cooperation. In this case, this is also an external factor, because
opportunity comes to us and opportunity plays a huge role. “

As stated by the participant this influencing factor could also be grouped as
external influencing factor but due to the fact the circumstances and
opportunity can show up internally as well as externally of the multinational
company, | decide to keep the circumstances and opportunities as separate
sub theme. That the circumstances can also change internally, is shown by

participant 4 and his statement:

“From today's point of view we would never make this decision that way
and dhm, because we have other financial possibilities, because we
would certainly not make such a joint venture today without our brand
taking place on the market and so there is a situation where you can
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make decisions, where you would like to work on a market differently
again, simply because the main parameters that seemed right or

important at the time are evaluated differently today.”

This statement from the participant clearly shows that the circumstances and,
in this case, the internal circumstances of the multinational company can
change over time and can therefore influence the decision-making process
and even decisions which are made in the past could be evaluated differently

on a later stage.

Consequently, the overall circumstances which might be the result of all
influencing factors and the opportunities that show up from time to time can
have an impact on the decision-making process of mode switches and
therefore are identified as influencing factors that need to be considered in this

research project.

4.2.1.2.3 Internal Influencing Factors

Analogous to the external influencing factors that | grouped into quantitative
and qualitative external influencing factors, | found out that the internal
influencing factors can be grouped into qualitative and quantitative internal
influencing factors as well. The extract of the qualitative internal influencing

factors is shown in Figure 45.

Complexity Costs
Cultural effects

local proximity to the customers
Qualitative
Controlling the market strategy
Personal Interests Bonus & Provision system
Key Actors

Personal Behaviour

Figure 43: Extract of the Concept Map_Qualitative Internal Influencing Factors
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)
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The influencing factor that has been found in the data set and which is
categorized in the sub theme qualitative internal influencing factors is
complexity costs. According to the experts, the complexity costs are definitely
considered in the decision-making process of mode switches, but this kind of
costs are difficult to quantify and therefore they are grouped as qualitative
factors. As example, participant 1 talks about a case in which the complexity
costs were the reasons for doing a decision although the project team was not

able to quantify and evaluate them before:

“That's how it was there and that's where | also worked in terms of
ownership, okay, if it doesn't matter whether we do something or do
nothing, then we do it now because we have the feeling and there were
some that regardless of what is calculated there, it's worth closing one
of the plants. That's what we did, and it was really worth it, because all
the complexity was gone. That is not so easy to quantify. Complexity

costs are huge, but how huge is that?”

So, although the complexity costs are difficult to quantify and evaluate, they
are a qualitative influencing factor which is considered in the decision-making
process of the multinational company as shown in the given example of

participant 1.

The next internal influencing factor which can drive the decision-making
process of mode switching is the cultural aspects which is considered
internally. As already discussed in the previous section about the external
influence of cultural aspects, internal cultural aspects can also have an
influence into which direction the final decision of the process goes. For
example, due to the existence of the external cultural influences of a country,
the multinational company prefers to hire managing directors for a respective

subsidiary who are natives, as suggested by participant 4:

“Perhaps regional managers who are responsible for a region, but a

national company is typically always managed by a native”
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As a result, internal cultural aspects could influence the decision-making about
a mode switch if for example the multinational company does not find a suitable
native managing director for a possible new subsidiary, launching and own
new subsidiary in a respective market could be a risk that the manageability of

the new mode is not ensured.

The next influencing factor that is found and categorized as internal qualitative
factor, is the local proximity to the customers which is one of the main strengths
of the multinational company according to the participants. The importance for

the multinational company of this point is expressed by participant 4:

“‘Well, we have had many cases because we as a company are
convinced that our strengths lie in our local proximity to the customer
and that our local proximity to customers enables us to score points with
international and global customers in particular, because this really
makes us a global supplier. That's why the question of market strategy

arises so often”.

The participant underlines that the local proximity to customers is one of the
main strengths of the multinational company and therefore the aim of achieving
this local proximity can influence the decision-making about a mode switch. As
this local proximity is not quantifiable, this influencing factor is a soft and

qualitative factor. A similar statement is given by participant 7:

“Maybe, the wish to be closer to the market and the customers in a
respective country. Of course, we have our distributors in the local
market, but it is not the same as it would be with own salespeople in a
foreign market. So, it could be a marketing aspect and the intention to

be closer to the customers.”

Consequently, the aim of being closer to the customers can be the decisive
factor of switching the mode, e.g. from a distributor to an own sales subsidiary,
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and therefore | intendto consider this influencing factor as one finding of the

data set.

One key finding of the data is that the intention of the multinational company
to control the market strategy in a respective country is an influencing factor
for the decision-making process of mode switches. For example, participant 3

states:

“Exactly, and this is about defining the market segments that you want
to work on, it is about what my pricing looks like that | want to establish
in the market, | can only suggest this to a dealer, but not decide for

myself.”

The Participant explains in this statement that in the mode option of having a
distributor or external partner in a country, the multinational company can only
work as a consultant but do not have a direct management control in the
country. Participant 8 explains on the other side the comfortable situation that
the multinational company has with an own subsidiary in regard to

management control:

“However, | can imagine that the holding might set up a local subsidiary
in one country in order to have more influence on the business locally

in that respective country...

... However, I think the most important point is that your local subsidiary

can be managed much better than a local independent dealer.”

Hence, the intention of the multinational company to have as much as possible
management control in a respective country or market regarding defining the
sales and marketing strategy, is one of the influencing factors for the decision-

making process.

The last internal qualitative influencing factor that | found is the influence of the

internal key actors at the multinational company on the decision-making
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process of mode switching. My first finding in this regard is that within the
multinational company there are key actors who have opposite interests and
goals regarding a decision about a mode switch. This is, for example, shown
in the statement of participant 7:

“Because if the mode is switching from a distributor in a country to an
own sales subsidiary, the business is not handled from the Export
Department anymore but rather from the Intercompany sales
department who is handling all global sales between the subsidiaries.
That’s why the Export Department do not have an interest in pushing
the mode switching process.”

As explained by the participant, a mode switch can cause business losses for
some internal departments and therefore such decisions are not always in the
interest of all key actors of the multinational company. A similar point of view

is shown by participant 10:

“No, the export division does not benefit from a mode switch if e.g. an
own sales subsidiary is launched because then the export division has
to transfer the existing business in a country to the own sales subsidiary.
Therefore, the regional sales manager is pushing the process as he /
she is focused on the development of the region and not specifically on

single markets.”

Also, this participant explains the opposite interests of key actors in the
decision-making process of mode switches. As the key actors of the decision-
making process have different interests, the process is also influenced by this
personal interest and by the behaviour of the key actors which is suggested by

the statement of participant 14:

“Everyone has their responsibilities somewhere and therefore personal
interests which are often determined by the different objectives. Of

course, all this does not make things easier.”
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| also find out the main reason and foundation for the personal interests of the
key actors. According to participant 7, the existing bonus system within the
multinational company is one driver for personal interests of the key actors and
consequently one influencing factor of the decision-making processes of mode

switching:

“Yes, of course due to the bonus system for the reached targets but this

can also be grouped as personal interests.”

Participant 3 also indicates that the monetary system and provision system of
the multinational company has an impact on the personal interests of the key
actors and as a result is an influencing factor of the decision-making process
of mode switches:

“It will certainly also be an intensive monetary system, even if it may not
be significant in individual cases, but then it will be a matter of principle
and perhaps also a small part of the commission. Of course, there are

people who fight to the last for it.”

Consequently, the personal interests and behaviours of the key actors are
important influencing factors of the decision-making process and | need to
consider them as findings of the data set. As the monetary bonus and salary
system of the multinational company seems to be one of the drivers for these
personal interests, these systems are indicated as influencing factor within the

data set as suggested by participant 7:

“Yes, of course due to the bonus system for the reached targets but this
can also be grouped as personal interests.”

Coming to the second part of the internal influencing factors, the quantitative
influencing factors. The extract of the quantitative internal influencing factors

is shown in Figure 46.
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Figure 44: Extract of the Concept Map_Quantitative Internal Influencing Factors
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The first internal influencing factor that is quantifiable is the question about an
existing critical mass within the multinational company which triggers a
decision within the mode switching process which is indicated from participant
12:

“This certainly requires a critical mass. This is perhaps also a question
that the Executive Board could answer well, if we are not in a position
to achieve at least one million euros EBIT with a national company
within a reasonable period of time, the question already arises as to
whether the high expenditure associated with operating a company is

Justified.”

With critical mass the expert means if there are explicit defined borders
regarding sales volumes or turn-overs which need to be reached for switching
from one mode to the other, e.g. establishing an own sales subsidiary in a
market instead of working through distributors in the market. Participant 1
indicates that such critical masses exist within the multinational company but
that these critical masses are more thumb values and no insurance that a

decision is made if these values are reached in a country:

“So, there are a few thumbs values. If | want to build a plant, oil starts
at 4,000 tons and it's just not worth below that. With grease it starts at
500-800 and you don't have to start below that. That's what | tell my
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people, we don't have to talk about it, honest announcement, before you

don't have it as sales volumes. Of course, there is such a thing.”

Hence, these critical masses are influencing factors, especially for the local
employees who are working on the decision-making process of mode switches
and these critical masses can act as motivators, but they are not carved fixed

but rather flexible and can be adjusted case by case.

Another internal quantitative influencing factor that | found is the financial
possibility of the multinational company to switch a mode. According to
participant 4, the financial possibility of the multinational company to do an

investment is definitely an influencing factor of the final decision:

“In this country we were already almost ready to do something, but then
we rejected due to the global economic and financial crisis in 2008 and
2009 and then actually needed a second attempt to open up the market

and that actually worked quite well.”

The participant explains with an example during the world-wide economic
crisis in 2008 and 2009, that depending on the financial possibilities some
mode switches are not done or are postponed to a later point in time. A similar

statement is given by participant 13:

“It was always clear in the discussion that we ourselves in the working
group assumed that in the current economic situation, setting up one's

own business on the basis of the business plan was not an option.”

Also, in this example the decision not to switch the mode or not to launch an
own sales subsidiary was influenced by the financial possibilities of the

multinational company at that time.

The last internal quantitative influencing factor that | have discovered, is the
expansion strategy which the multinational company follows. This strategy

influences the decision-making process of mode switching because each
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strategical decision within the multinational company is aligned with this goal

of long-term expansion, as stated by participant 3:

“At the holding we are interested in long-term developments and

perhaps do things where we only see the return in many years...”

4.2.1.3 Model Integration: Decision-Making Process of a
Single Mode Switch

It is evident from my findings about the theme rational decision-making
process that one part of the decision-making process of mode switching is a
rational process. Based on the findings about the theme rational decision-
making process and influencing factors, | developed the model in Figure 47

which illustrates the model and the connections between the identified sub

themes.
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Figure 45: Model of the Rational Decision-Making Process of a single mode switch
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The process starts with an existing mode in an international activity because if

no mode is existing in a foreign country, the multinational company cannot

250



PhD Thesis Mario Gehrlein

switch the mode in this country but rather needs to think about the market entry

strategy.

The process starts with the starting impulses which are illustrated in the blue
ellipse. | found out that the starting impulse of the decision-making process
can come from the external or internal environment. In the internal
environment, | identified the intention of the multinational company of long-
term and strategic business growth which can be the starting impulse of the
process. In the external environment, the general market environment can
cause the start of the process, as e.g. the competitors in the market or the
politics in a country. Next to the general market environment, also the existing
partners in a respective country can occur the starting impulse because of their

performance (good or bad) or because of ongoing changes within the partner.

The next step of the process is the situational analysis which is shown in the
green ellipse. The situational analysis starts with the market analysis and
gathering information about the respective market and country. In this step,
the multinational company starts with analysing the due diligence or feasibility
of a market and if there are any factors that could be a showstopper for the
decision-making process. If this is suggested, the multinational company is
conducting a quantitative market analysis to collect as much as possible
quantitative data from the market. In the second step of the data analysis, the
multinational company is developing a business plan which builds the basis for

the decision-making process in the next process step.

The final decision step which is the next process step is illustrated in the
orange ellipse. The findings of this sub theme were that the decision is mainly
made by the holding company of the multinational company and respectively
by the regional responsible managers. Additionally, | found out that there are
no fixed decision parameters in the multinational company, e.g. that a mode
switch needs an ROI of 5 years, but rather each decision is evaluated

separately and case by case. Depending on the final decision of the
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management, there are two options for the next step of the process (shown in
the purple ellipse). First if the management decides not to switch the mode,
the process is going back to the beginning and the existing mode option in the
respective market (red arrow from in Figure 47). Second decision option for
the management is to switch the current mode option and if the management
decides to switch, the process is proceeding and finishing with the

implementation of the new mode option.

Next to the individual process steps of the rational decision-making process, |
found out that there are external and internal influencing factors which can
influence the decision-making process at any time. As | show in the first step
of the model integration only the rational decision-making process, Figure 47
contains only the identified quantitative internal and external influencing factors
because the rational decision-making process is not dependent on qualitative
factors but rather on value analysis (Vasconcelos, 2009). As external
quantitative influencing factors | found out that the economic situation and the
tax regulations of the respective market can influence the decision-making
process which are both quantifiable. Next to this, also the competitors can
influence the decision-making process with quantifiable factors, e.g. if the
competitor is increasing his market share in a respective country significantly.
As internal quantitative influencing factor | found out that the critical mass
which the multinational company achieves with the existing mode can
influence the process, the financial possibility of the company can influence
the mode switching decision and finally that the quantified expansion strategy,
e.g. a respective market share in a region, can influence the decision-making

process.

One of my findings was that the decision-making process of mode switching is
not an incremental process but rather a circled or rolling process because
many process steps need to be done in parallel or several times. Therefore, |
included the dotted arrows in his model which should illustrate the possible

cycles.
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As | found out that there are more influencing factors of the decision-making
process and because the participants suggested that the decisions within the
multinational company are not only based on quantitative numbers but rather
also on qualitative factors, it is evident that the model shown in Figure 47 is
not the final model for the decision-making process of a single mode switch.
Therefore, | have extended the rational decision-making process
conceptualized in Figure 48 by the qualitative influencing factors and by the
influencing factor, opportunities and circumstances. The finalized model of the
decision-making process of a single mode switch which | developed based on
the findings of my research project, is shown in Figure 48. The influencing
factor category “opportunities / circumstances” overlaps the “quantitative” and
“‘qualitative” influencing factors categories, because opportunities /
circumstances can consist both qualitative and quantitative influencing factors.
As the categories of the influencing factors (qualitative, quantitative and
opportunities / circumstances) can evolve from outside (external) and inside

(internal) the organisation both directions of impact are illustrated in the model
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Figure 46: Final Model of the decision-making process of a single mode switch
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(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

As internal qualitative influencing factors | found out that the several factors
can influence the decision-making process. The complexity costs which are
difficult or impossible to quantify can influence as well as the intention of the
company to increase the local proximity to the customers. Additionally, the
intention of the multinational company to control the local market strategy and
being independent in the decisions and the cultural effects which means if the
multinational company can select internal managers for a respective mode
options from their internal resources and if these managers fits from the
cultural perspective and cultural acceptance in a respective market, can
influence the decision-making process at various stages. Last but not least,
the key actors of the process can influence due to their personal interests and
personal behaviours can influence the decision-making process at various
stages. | found out that the personal interests and behaviour of the managers
are mainly related to the respective salary and bonus system which is

established at the multinational company.

| found out that the market as well as the competitors can also be qualitative
external influencing and not only quantitative. In this regard | included the
influencing factors which are not quantifiable and coming from the market and
the competitors. If a Competitor, for example changes his market strategy and
build an own production plant in a country, this can influence the decision-
making process of the multinational company. The qualitative factors coming
from the market are e.g. the existing market barriers like import restrictions,
the culture and due diligence of a market like the existence of corruption, the
local legal requirements, the availability of local employees and finally the
security of raw material supply in case the launch of an own production facility
is considered. Another external qualitative influencing factor can be the
politics, e.g. if the politicians declare embargos against respective markets,
this influence the decision-making process. Last but not least the external

partners can qualitative influence the decision-making process, e.g. because
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the key actors at the partner are changing or because a possible external
partner fails the personnel due diligence test of the multinational company.
Finally, the last identified qualitative external influencing factor is the reputation
that the multinational company has and intend to have in a respective market

which could influence the decision-making process in various steps.

As final internal and external influencing factor | found the circumstances and
opportunities which could influence the decision-making process at different
stages. The circumstances and opportunities can be external or internal and
qualitative or quantitative. Therefore, | established an own category for them.
An external opportunity that could influence e.g. the decision-making process
is that a possible new joint venture partner is contacting the multinational
company with a developed business plan and a proposal of establishing a joint
venture together. This opportunity is coming from external and contains
qualitative as well as quantitative factors. An internal circumstance that could
influence the decision-making process is for example if the financial
possibilities and the marketing strategy for establishing the own brands in the
markets change over time. The participants explained this with an example in
which the multinational company started a joint venture in the past and this
joint venture has not promoted the own brands of the multinational company
but rather has established an own and separated brand. The reason for going
into this joint venture were the limited financial possibilities of the multinational
company at that time. This example shows that internal circumstances can

influence the decision-making process at various stages.

Hence, | have developed a model, based on my findings which is
conceptualized and illustrated in Figure 48. This model reflects the conceptual
framework level 1 in Figure 26 and does not consider or explains the
interdependencies between simultaneous decision-making process of mode
switching. The model which considers these interdependencies and can be
conceptualized as decision-making process of multiple mode switches is

developed in chapter 4.2.3.3.
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4.2.2 Short-Cut Decisions

| find out during the data analysis that the participants also talks about short-
cut decisions and decisions which are not following a strategic and defined
process but rather are done in short-term, very flexible and intuitive. Figure 49
shows the sub themes which | identified in connection with the main theme

short-cut decisions.

(Flexibie Decision-Making ]
| Short Cut
X Decision-Making Culture ) DeCi Si ons

Figure 47: Extract of the Concept Map_Short-Cut Decisions
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

My first finding regarding short-cut decisions is that the multinational company
is in some cases very flexible about how the decision-making process should
look like and especially regarding how detailed the analysis are carried out, as

described by participant 12:

“When a decision has to be made at short notice, you usually have more

difficulties for a qualitative in-depth preparation and evaluation.”
This flexibility of decision-making is also explained by participant 1:
“So, we at the holding are not documentary. When it's about shortcuts.”

Consequently, my finding is that indeed the multinational company is
sometimes bypassing the defined decision-making process of mode switching
and is doing short-cut decisions even if the decision is about a mode switch.
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One reason for this short-cut decisions is mentioned by participant 12 who
explains that some projects come up with an opportunity which requires a fast

reaction and decision:

‘But in some projects, there is not enough time if you reach for an
opportunity that just arises.”

Hence, the limited decision time can be a reason for short-cut decisions.

My next findings which | categorized in the sub themes logical conclusions and
low risk, are other reasons for the multinational company to do short-cut
decisions. For example, participant 6 explains an example in which the

decision is based on a logical conclusion without a detailed analysis:

“On the basis that there was a certain market potential in the country of
south America and that the corresponding high-margin product segments
have a high potential in which our brands could be well placed, it was

justified that a local subsidiary in this country would make sense.”

This example shows that there are short-cut decisions regarding switching a
mode in a country without a detailed and in-depth analysis. Participant 12
explains for which cases the multinational company uses the defined decision-
making process and for which cases the multinational company is using short-

cut decisions:

“l think it's interesting to look at the cases where there wasn't an easy and
clear decision. Or where the reasons are not obvious, either that it is not
worth it, the market is too small or the market entry barriers are too high or
crystal clear, the market potential is large and | have to enter the market or
need a local company locally. The cases where you are in-between may
be the more interesting cases, because the management has to meet here

and discuss, why there are reasons to react in one way or the other.”
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Consequently, the participant indicates that there are easy and logical
decisions and cases which can be handled with short-cut decisions and on the
other side there are the more complex and diverse cases and decisions which

follow the defined decision-making process of mode switching.

My last finding regarding short-cut decisions is that the decision-making culture
changed in the multinational company during the last year regarding short-cut

decisions as described by participant 14:

“In the past, when the world was bigger and there were more white spots,
a lot was decided much faster and more on the qualitative feeling of the

managers.”
A similar statement is given by participant 8:

“Well, | think in recent years and especially now in the current example in
Europe, the decisions are prepared very intensively and only a few
decisions are made as short-cut decisions.”

According to participant 7, this change of the decision-making culture is related
to the global alignment of the multinational company and to the learning

process:

“Well, now that | think about it, | think that in the past many decision were
made ad-hoc within the holding and not based on the explained process,
but this will change now because the management board intends to
establish an aligned strategical process. Consequently, the holding is on
the way from a multinational company to a global aligned company without

silo approaches within the group.”

Consequently, my findings show that although there are less short-cut
decisions, they are still important in the decision-making process of mode
switching and that due to the global alignment of the multinational company,

the decision-making process of mode switching is getting increasingly in focus
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and of importance for the multinational company by becoming a part of the

global strategy.

4.2.3 Decision-Making Process of Multiple Mode Switches

As sub themes of the decision-making process of multiple mode switches
which reflects the finalized conceptual framework in Figure 27, | identified the
themes interdependencies and global strategy. The finalized conceptual
framework is focused on the interdependencies between decision-making
processes and how simultaneous decision-making processes of mode
switches are interacting and influencing each other. Consequently, the
finalized conceptual framework is focusing on the global set-up of a
multinational company and therefore the sub theme global strategy is also
overlapping the conceptual framework and is contributing to reach the
objectives of this research project.

4.2.3.1 Interdependencies of Simultaneous Decision-

Making Processes

Figure 50 shows an extract of the holistic concept map which contains all
subtopics and codes that are connected with the main theme
interdependencies of simultaneous decision-making processes, highlighted in

dark green.

The sub themes are highlighted in light green and are inside rounded
rectangle; external, internal, handling of interdependencies, role of
interdependencies and learning process. The codes are highlighted in grey
and are inside octagons; market responsibility, production transfer, scale
effects, business transfer, availability of resources, best practices of
experiences, return on market entry investments, competition, support
structure, know-how transfer, cross-selling, cultural interdependencies,
political level, personal level, politics, partner, exports, local, free trade areas,

sales structures, removing country boarders and establishing global segments,
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democratic decisions, report system, local entrepreneurship vs. global
alignment, global company goals, global alignment, moderating, opportunities
coming from other decisions, brand reputation, know-how transfer,

international customers.

Handling of Insrdependocies

Figure 48: Extract of the Concept Map_Interdependencies of Simultaneous Decision-
Making Processes
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

4.2.3.1.1 Internal Interdependencies

An extract of the internal interdependencies of simultaneous decision-making

processes is shown in Figure 51.
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Production Transfer

Market Responsibility
Competition
Business Transfer
Return on Market Entry Investments

Support Structure

Internal Availability of Resources

Best Practices and Experiences

Know-How Transfer

Figure 49:Extract of the Concept Map_Internal Interdependencies of Simultaneous
Decision-Making Processes
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The first interdependency that | found out in the area of internal
interdependencies is that switching a mode in a respective market can cause
business transfers within the multinational company. The sub theme business
transfer is connected with the codes market responsibilities, production
transfer, competition, return of market entry investments and support structure
because all of these codes are related to a business transfer within the
multinational company. A general example of such a business transfer that is
happening due to the interdependency with the mode switch decision in a

respective country is shown by participant 5:

“Let us take an eastern European country as an example. | thought that
there is really only about the business that goes through the distributor.
But it has an effect on surrounding subsidiaries because they had to

transfer the business they had previously done in this country,”

261



PhD Thesis Mario Gehrlein

The participant gives an example in which the mode switch in a respective
country from a distributor to an own sales force is influencing the surrounding
subsidiaries because they have to transfer their business that they have in the
respective country. This example is about the business that is existing in the
country in which the mode switch is taking place. A similar situation can arise
regarding the market responsibilities of surrounding countries although they
are not directly connected with the country in which a mode switch is
happening. It is explained by participant 4 who states that if the multinational
company is switching the mode in a country, they are also checking the

situation in the surrounding countries and the respective region:

“So that's definitely the case and we make decisions with a view to the
respective market, but then we also always try to find out what that means
for the previous processing in the market and for the market processing for
perhaps adjacent markets, if we set such a stone and we say we now ram
a flag in there and perhaps we can help this flag to serve the other markets

better.”

Consequently, switching the mode in one country can have an impact on the
business in this respective country and additionally on the responsibilities of
surrounding countries within the multinational company, e.g. that a new
established subsidiary in a region also supplies the surrounding countries
which were supplied before via the export departments from Germany, as

suggested by participant 7:

“Yes, there are definitely interdependencies between simultaneous
international activities and these activities influence each other and are
related and interrelated to each other. So, it could happen that a subsidiary
in country A is supplying to country B where no subsidiary is existing but

where the export department has a long-term established partner.”

The next interdependency which is similar to the change of market

responsibility but a little bit more specific and therefore identified as separate
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code, is the transfer of productions which means that a product is not produced
in Germany and shipped to a local subsidiary anymore but rather that the local
subsidiary is producing the product by themselves because they have
established an own production plant and consequently have switched their
mode from sales subsidiary to own production subsidiary. As described by
participant 2, typically the first mode switch in a country is from an external
partner to an own sales subsidiary which has no interdependency regarding

the supply-chain or the production location:

“In other words, uh, the first step was the business transfer to the local
subsidiary. The goods will continue to come from Germany for the time

being.”

But after this first step, the multinational company often does the second step
of an own production plant in the respective foreign country and this decision
of switching the mode from sales subsidiary to own production plant interacts
with other mode decisions and market responsibilities in surrounding

countries, as stated by participant 2 as well:

"But the second step is often the local production, so that the costs for
transport are no longer incurred and that the local subsidiary can skim off

the maximum margin itself and has a corresponding capacity utilisation...

... In other words, the construction of a production plant or the expansion
of a production plant also has interdependences with the surrounding

markets and can lead to competition within the national companies.”

Consequently, especially the mode switch to an own production subsidiary in
a foreign market has interdependencies with other international activities in
surrounding countries because it could cause the market responsibilities for

some countries are switching within the multinational company.

Another topic that is related to the interdependencies and the business

transfers within the multinational company is the return of market entry
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investments. | found out that the managers who have to transfer a business,
have one major concern regarding a business transfer and this concern is the
return of their investments which they spent to develop a market, country or
business, as stated by participant 9:

“Basically, the holding Group does not have any regulations, or they are
not known to me that investments made by a national subsidiary are

returned to that subsidiary if the subsidiary has to transfer a business...”

The participant points out in his statement that there is a lack of returning the
investment to a subsidiary which developed a business or market after the

subsidiary has to transfer a business.

The last point that is related to the interdependencies and the business
transfers is the support structure of the multinational company which is
affected by the decisions regarding mode switching. If a subsidiary like the
German subsidiary transfers a business to a local sales subsidiary, the support
structure of the German subsidiary for this business and market changes as
suggested by participant 4:

“The functions that another national company assumes for this market are
changing. Today it may have been a sales function and a technical function,
both are no longer needed because the local subsidiary then carries them
out. There it limits itself to the supply function, to a coordination, when it

comes to pricing with international customers, that there is an agreement.”

Consequently, there is an interdependency between the decision about a
mode switch and the strategical support structure of the multinational company
or at least of the subsidiary which needs to transfer business due to a
respective mode switch in a country. The result of this adjustment of support
structure can be that some employees need new responsibilities and tasks as
explained by participant 5:
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“For example, they had to think about what they would do with the
employees who had previously managed the business in this country. If
this is on a larger scale, | might have to give this person a completely new

Job or retrain him.”

The last internal interdependency which is categorized in the code group of
business transfer is the competition between subsidiaries within the
multinational company. | found out that there is competition between local
subsidiaries and especially regarding export markets which means regarding
markets in which the multinational company do not have an own subsidiary
yet. Participant 1 explains how the situation of the export markets is existing:

“But if you look closely now, you will also find the English, the Spanish, the
Italians, etc. in this trace. In the end, everyone is trying to sell their goods
to Africa. It is difficult to get everything in order, because in some countries
we have up to three distributors who are all looked after by the holding
company in South Africa but were not acquired from South Africa.”

A similar statement regarding the existence of such competition between the
local subsidiaries is given by participant 7:

“Yes, e.g. it could happen that a local subsidiary in country A is quoting
products to a distributor in country B although this distributor is already
working with the export department of the German subsidiary since many
years. Finally, this results in a competition at the same customer and the
results are decreasing prices for the customers and lost margin for the

whole group.”

The participant also shows in his statement the consequences of this internal
competition and the negative effects of margin loss for the multinational
company. Hence, the global export set-up is changing with each decision-
making process about a mode switch and there is an interdependency

between the decision-making process of one mode switch and the decision-
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making process of other international activities and decision-making processes
because changing the mode option in a country could cause increasing
competition within the multinational company and more specifically between
subsidiaries. As a consequence of this increasing internal competition, the
multinational company could lose margin because the subsidiaries are

competing with the same products at the same customers.

Another internal interdependence is existing between multiple decision-
making processes of mode switching is the availability of resources. In the
discussions with the participants, | found out that there are two type of
resources within the multinational company. First the financial resources and
second the resources of manpower and employees. Participant 4 explains that
the availability financial resources of the multinational company is typically not

limited:

“Of course, we have the luxury that we have no financial restrictions if

these are associated with investments...

... Of course, we do. So, our growth target is more in the foreground
and that we want to develop the markets.”

As the financial investment which is needed for the decision about one mode
switch does not affect the availability of financial resources for a simultaneous
decision-making process, the financial resources are consequently no
interdependency between simultaneous and parallel multiple decision-making
processes. But on the other side, | found out that the availability of human
resources is an interdependency between simultaneous decision-making

processes. Participant 12 states:

“You concentrate on the things that promise the most success and are
the most attractive. And we've talked about interdependencies, and

that's certainly also an interaction, in a time when, for example, our
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export department is taking care of the current project in central Europe,

it can't take care of other issues...

... | think that is a legitimate question. But the strategic value of having
a solution, how do we do the marketing in this country, it was worth

concentrating on it for a certain time.”

Although the multinational company is typically not limited regarding the
financial resources, there is a limitation regarding the availability of human
resources and consequently the decision-making process of a mode switch is
connected and an interdependency exists between multiple and simultaneous
decision-making processes of mode switching because if employees are
working for the key actors of one decision-making process, their time for
simultaneous decision-making processes is limited, as explained by participant
12. Hence the interdependencies between multiple decision-making
processes that | found out, is the availability of internal human resources at the

multinational company.

The last internal interdependency that | found out, is the necessary know-how
transfer which is related to the decision of a mode switch in a respective
country. Participant 13 explains this interdependency in his statement as

follows:

“That brings this topic with it, but we have to transfer competences. So not

only our products, but really a part of the know-how.”

Consequently, each decision about a mode switch is interdependently
connected with the decision about business transfers and with the know-how
transfer strategy because the know-how transfer is necessary for the
multinational company to coordinate globally and to keep the existing

businesses going as indicated by participant 8:

“l just want to point out again that I think it is the most important point, also

regarding the current initiative, that more open, transparent and simple
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global information is exchanged and that global issues are better

coordinated.”

4.2.3.1.2 External Interdependencies

An extract of the external interdependencies of simultaneous decision-making

processes is shown in Figure 52.

Palitical
Level
External
Cultural Interdependencies
Sales Structure
Partner
Personal

Level

Figure 50: Extract of Concept Map_External Interdependencies of Simultaneous
Decision-Making Processes
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The first external interdependency that | found out, is the cultural
interdependencies which can exist on political level or on a personal level. On
a political level there are the cultural interdependencies between countries, as

explained by participant 8:

“l can imagine that cultural differences in certain regions can have a great
influence on the surrounding countries. For example, there are certainly
countries from which it would be impossible to serve surrounding countries
with a local subsidiary because the cultural differences between the

countries are simply too great.”

Consequently, a decision about a mode switch in one country, e.g. to launch
an own sales subsidiary has interdependencies with the decision-making
process in surrounding countries due to the cultural interdependencies,

268



PhD Thesis Mario Gehrlein

because customers from the surrounding countries could fear to be transferred
to this new subsidiary because from a cultural and political perspective, they
do not want to work together with this subsidiary, as explained by participant
10:

“Additionally, there could be cultural influencing factors that local
dealers may not fear to lose customers to a new launched subsidiary
but rather to be handled via the new subsidiary in future which is may
located in a country with other cultural background and due to historical
reasons, the distributor does not intend to do business with such

cultures and countries.”

Hence, the decision about a mode-switch in one country is interdependently
connected with the decision-making process in surrounding countries and as
aresult there are cultural interdependencies between multiple decision-making

processes.

These cultural interdependencies can also exist on a personal level as

explained by participant 1:

“l can send young dynamic people to China, if | send young dynamic people
to Saudi Arabia, he will fail because of age. If | now would send you there
as a new regional manager, then you will not be seen by many, because

they sort by age and next maybe by weight. Different rules apply there.”

Consequently, besides the cultural differences and interdependencies
between countries and on the political level, there are also -cultural

interdependencies on the personal level.

The next external interdependency in the data set of the participants is the
sales structure which is joining the multinational company in case of an
acquisition. A possible mode switch in a respective country can be the
acquisition of a competitor. Acquiring a competitor to do a mode switch in a

respective country has interdependencies with simultaneous decision-making
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processes of mode switching in other countries of the multinational company
if the acquired competitor has a sales structure which affects more countries.
Participant 3 explains the situation which could happen because of an

acquisition:

“Until 2015, we had individual dealers there who looked after the business.
And as part of an acquisition of a competitor, we took over a complete
business area. With this acquisition, we also took over 7 national
subsidiaries, three of which existed in the north east countries of Europe. If
we had not taken over these with the acquisition, we would certainly not
have had a national subsidiary in the north east countries of Europe even
today. In other words, based on our strategic view, we would not have

established a national subsidiary there.”

As stated by the participant the acquisition of a competitor was done to
strengthen the position of the multinational company in a respective business
area. This business area originally has not included the north east European
countries because the multinational company was represented by local
distributors in this region has not intended to do a mode switch in these
countries. But due to the acquisition and the existing sales structure of the
competitor, the decision to acquire the competitor and to switch the mode in a
respective country or region has the interdependency with the decision-making

process of mode switches in the north European countries.

The last external interdependency between multiple decision-making
processes are the existing partners. If the multinational company for example
decides to start a joint venture with a partner and consequently decides to
switch the mode in a respective country this can have an impact or drives a
decision process which happens simultaneously (interdependencies between
multiple decision-making process of mode switching) in other countries if the
partner is also interested to work together with the multinational company in
other countries than agreed in the joint venture, as explained by participant 4:
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“Where the joint venture partners then say, let us open up these markets
together in markets that are not or insufficiently developed, even under our
brand, which is excluded in today's contracts. Of course, we have great
reservations about this, because we say why should we open up a market
with a joint venture partner when we can actually do it ourselves and they
say why not, it worked well after all and let's take this success and

continue.”

Consequently, the decision to switch the mode to a joint venture in one country
can have an impact on the decision-making process of mode switches in other
countries if the joint venture partner is interested in extending the cooperation
in other markets as well. Next to joint venture partners, the decision to switch
a mode in one country, can also affect distribution partners in surrounding

markets as indicated by participant 10:

“Consequently, this could have the impact that distributors around a
country in which the holding is launching a subsidiary are fearing to lose
customers and are not happy with the decision of the holding to launch a

new subsidiary.”

Hence, the decision of switching the mode in one country can influence the
international activities in the surrounding countries and as a result there are

interdependencies between simultaneous decision-making processes.

4.2.3.1.3 Impact of Interdependencies on the global mode network of
the multinational company

Next to the interdependencies itself and what kind of interdependencies are
existingl also found out which role the interdependencies have in the
simultaneous decision-making processes of mode switching and in the global
network of the multinational company. | summarized these findings in the sub

theme role of interdependencies.
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International Customers

Know How Transfer
Impact of
Interdependencies on the
global mode network of
the multinational company
Brand Reputation

Opportunities Coming from another Decision

Figure 51: Extract of Concept Map_Impact of Interdependencies on the global mode
network of the multinational company
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

My first finding is that the interdependencies between decision-making
processes plays an important role for the multinational company regarding
international customers. Due to the globalisation and as the countries have
more and more interdependencies, as discussed in the previous section, also
the customers are getting more and more internationalised and want to get
served globally at the same level. As the multinational company intends to
serve these international customers best possible, the role of

interdependencies is getting very important, as explained by participant 3:

“Firstly, there are customers who are active regionally in different
countries. If | can look after the customer differently in country A, it can
very well be that this will also give me new options for looking after the

internationally active customers in other countries.”

As explained by the participant, a mode switch in one country that gives the
multinational company the opportunity to win an international customer in this
country has interdependencies with additional business that the multinational

company can do with this customer in other countries. Consequently, the
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interdependencies are very important for the multinational company in the
decision-making process of mode switching as the customers are getting more

and more internationalised and consequently increasingly connected globally.

Although the multinational company is aware of the interdependencies and
their role regarding the international customers, | also found out that some key
actors of the decision-making process of mode switching believe that the
interdependencies do not have the high priority role that they should have
within the multinational company. According to participant 2, often one decisive
factor is missing which should also be the role of interdependencies within the
multinational company. The participant thinks that the know-how transfer in the

decision-making process of mode switching is not established sufficiently:

“All this knowledge was not asked for in the process and it was not asked
what is being done in the country. To the best of my knowledge, the
responsible persons were not asked for an interview where they talked
about it and tried to get knowledge from the export department.”

The participant explains that due to the set-up of the export division, they are
very much affected from the interdependencies between international activities
and are expert in their countries and regions. According to the participant these
experts or at least their knowledge is needed to handle the decision-making
process of mode switching. Consequently, the role of interdependencies within
the multinational company should be important enough that the multinational
company involves the experts from the different departments who are affected

by this interdependencies.

Another role that the interdependencies have is the impact on the global brand
reputation. As the markets are getting more and more open, marketing is no
longer a local or country specific topic but rather the marketing activities are
influencing surrounding markets and even the global market. This is also

explained by participant 14:
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“l also think that the establishment of a local national subsidiary in a region
can give a corresponding marketing boost and thus the surrounding
countries can also benefit, and the degree of brand awareness can be

greatly increased locally in a region.”

The last role of interdependencies which | finds out is the opportunities which
are coming from other decisions about switching a mode. Participant 12 gives
an example of an opportunity that can arise from a simultaneous decision-

making process:

“In the past, we have also acquired new subsidiaries through acquisitions.
If we were to buy a company now that has a few national companies, it
could also be that we would get a national company where we do not yet

have one.”

Consequently, the decision to switch the mode in a respective market, e.g. by
acquiring a competitor, could give the multinational company the opportunity
to switch the mode in another country as well, because the acquired competitor
does have a subsidiary in this country. This shows that both decision-making
process of the countries are interdependently connected with each other.

As a result, | want to point out that beside the existence of the
interdependencies between multiple and simultaneous decision-making
processes of mode switches, | also find out that the interdependencies have a
significant role regarding the global brand reputation, the know-transfer, the
handling of international customers within the multinational company and
additionally that due to the existence of interdependencies the multinational
company gets opportunities from time to time which are coming from one
decision and can trigger another decision. Therefore, it is very important for
the global success and performance of the multinational company to consider

the interdependencies and to handle them.
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4.2.3.1.4 Handling of Interdependencies

The study found out that many interdependencies are existing between
simultaneous decision-making processes and that the interdependencies
plays an important role regarding global aspects within the multinational
company. Furthermore, the participants point out how the multinational
company is handling these interdependencies. The handling options can be
categorized in moderating, establishing global market segments, global
alignment, democratic decisions, report systems and local entrepreneurship
vs. global alignment (as shown in Figure 54).

Moderating Handling of Interdependecies

Global Market Segments
Communication

Democratic

Global Company Goals SeRhT

Report System

Figure 52: Extract of Concept Map_Handling of Interdependencies
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

| find out that the multinational company intends to moderate the existing
interdependencies by discussing decisions like mode switches in a global
management committee. This committee is dealing with strategic decisions

and topics as explained by participant 1:

“We primarily deal with strategic issues, but also with communication within

the overall network. How can | say relieve.”

As stated by the participant, with such a committee, the multinational company
intends to handle important decisions with a global and holistic perspective
and consequently to handle for example the interdependencies between

simultaneous decision-making processes of mode switches.
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Another way to handle the interdependencies is the establishment of global
market segments for the multinational company which are looking at the
specific market segment from a global perspective and without the local
country boundaries. This shall ensure that the interdependencies between
markets and countries are eliminated and that international and global
customers of a respective market segment can be supported best possible and
according to their specific needs. This option is explained by participant 1 with

the example of the cement industry:

‘A segment, e.qg. a cement plant in China, is no different from a cement
plant in Canada or the USA. If | know what they need and | know how their
language works and which chess pieces they have and typical problems,

then | can talk to them much better and get along with them much better.”

Also, participant 2 suggests that the multinational company is more and more
focusing on business segments and is categorizing their business more

specifically:

“Currently, a process is being driven by the holding that all sales
departments worldwide are grouping their business into certain business

segments.”

This strategy shift is not only driven by the decision-making process of mode
switching but is definitely one option for handling the interdependencies
between decision-making processes of mode switching which happen at the

same time in different countries.

Another finding that | identified regarding how the multinational company
handles interdependencies is communication. Participant 8 explains an
example in which several subsidiaries are working in the same market but with
a focus on different market segments. Although there are many
interdependencies between the market segments, the involved managers are

handling the situation very well as they improved the communication:
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“It might be, for example, that in one country we are only active in the
automotive sector and a local subsidiary is only active in the industrial
sector. In this regard, it of course makes sense and the interdependencies
can be used to cover all business segments in a country from industrial
sectors to automotive sectors via different subsidiaries. But communication

is very important here.”

This example can be transferred to the interdependencies between
simultaneous decision-making process of mode switching in different countries
because the internal and external interdependencies between market
segments and countries are overlapping in many points, like the availability of
internal human resources or the know-how transfer between subsidiaries.
Ensuring an open and transparent communication within the key actors and
managers of the multinational company helps to handle the existing
interdependencies in the global network of the multinational company.

An additional finding is that the salary and provision system can be used to
handle interdependencies which is categorized in the code of global company
goals because typically provisions or bonus are connected with the
achievement of specific goals. So, the definition of the company goals from a
global perspective can help the multinational company to handle
interdependencies. According to participant 13, this is currently not happening

at the multinational company:

“But with a salary system that does not promote the fact that there is
anything of importance outside this local market, | cannot, of course, create
a basis for saying that we all have the highest global interest, even if that
could mean for me personally that | would have an impairment in my local

market.”

The participant explains that a salary system that does not promote global
company goals or the global company success does not help to motivate

managers to think globally or outside of their country responsibility and
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consequently these managers do not consider the interdependencies which
their decision could have with other international activities or decisions.
Participant 5 suggests that and gives a recommendation regarding bonus
system that would fit better for handling the global set-up of the multinational

company and as a result also the interdependencies:

“And | know Systems from my history, where companies had three types
of goals, their own goals, divisional goals and overall company goals. Then
you always had a mixture and it was clear that if | wanted this bonus, | had

to work properly in all three parts.”

It is a system which includes different type of goals that a manager is focusing
on different business areas and not only on his specific business area.

Next to the global company goals, | find out that the global report system can
help the management of the multinational company to handle
interdependencies. Participant 3, for example, explains a current gap in the
report system which causes that the regional vice presidents do not have to

consider all interdependencies between the countries in their regions:

“Ahm, no these countries are not in the reporting of the regional vice
president. But his responsibility and the management function also
include this, but he is not directly responsible for a dealer business that
we have in a country without a national subsidiary. But the managing

directors of the national company all report directly to him.”

The participant shows that in the current reporting system, the regional vice
presidents are not responsible for the export markets which means for the
markets where the multinational company does not have an own subsidiary.
Consequently, the regional vice president does not have to consider or handle
the interdependencies which one decision in a market could have with the
export markets in his region. This can be considered as a gap regarding

handling the interdependencies between decision-making processes.
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Participant 4 supports that this is a gap in the current reporting set-up and

thinks about closing this gap:

“For the countries that belong to a region, it is of course an exciting idea,
because then it is perhaps the export strategy or the decision, so to speak,
that | only export to this country, | also attribute to the regional vice
president, because it is a conscious decision not to make a country
representation of one's own so far. But this would perhaps significantly
reduce the feeling of well-being and the desire of regional vice president to
add this value themselves, but for which exports would either have to come
from another national company in the region or to set up their own national

company.”

Consequently, closing this reporting gap could not only improve the handling
of interdependencies within the multinational company but rather reduces the
internal competition which is explained and discussed as one of the biggest
internal interdependencies which is existing within the global network of the

multinational company.

Last but not least democratic decisions are identified to help handling
interdependencies within the multinational company. Due to the
internationalisation and globalisation the amount of interdependencies will
increase and as expressed by me in the previous sections, these
interdependencies can have positive as well as negative effects for some
managers. Therefore, democratic decisions and the procedure of a democratic
decision is very important for the multinational company because there is
almost no decision which does not have any negative effect on a manager of
the process. According to participant 1, this is exactly the way which the

multinational company is going right now:

‘I think when people get used to making collective decisions and are
responsible for them and can't say we voted tenth and | was against it, so

it's none of my business. If I'm against it, | have to make myself audible and
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not just put one vote against nine others, but tell people we'd rather not
vote yet because | have a huge problem here and you have to learn that,

practice it and I think the systems allow that.”

Consequently, democratic decisions require that the managers are discussing
a decision from different directions and ensure that the interdependencies
between decision-making processes are considered best possible.

4.2.3.1.5 Learning Process

The last finding within the theme of interdependencies is the sub theme
learning process because | identified that many participants explain the
decision-making process of mode switching as a learning process. The reason
for that is that the participants express the interdependencies in form of
transferring best practices from a one decision about mode switching to
another decision-making process of mode switching, as for example

participant 4:

“l can now not fully negate that when | entered into the small European
market, the extremely high cost level for my own organisation was more of
a counter element for me. We say, of course, that we have the confidence
to do something in this country, because it is a high-price country and
everything is safe, everything is good. But building your own team, setting
up your own organisation, etc. naturally leads to start-up losses and that

was exactly the same in Scandinavia.”

In this example the participant explains that he learned something from the
negative experiences of a previous mode switch decision and is transferring
this knowledge to an actual decision-making process. Consequently, there is
an interdependency between the previous decision about the mode switch in

country A and the actual decision-making process of a switch in country B.

Also, participant 12 suggests that the multinational company is in a continuous

learning process:
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“We are on the way to becoming a company that believes in many ways
already like a group, but in many areas still rather multinational. So, we
conduct certain business in a secure, group-like manner, while others are
more decentralized and multinational. But also, the changes in industrial
customers, who are going into the area of standardisation, will force us to

act more group-like in this area as well.”

As explained by the participant, the multinational company is on a journey of
becoming a global company as some businesses are already handled on a
global level while parts of the multinational company are still decentralized and
multinational. One part of this learning process is the interdependencies
between decision-making processes of mode switching as explained by
participant 4 because the key actors of the process will learn from the positive
and negative examples from previous decision-making processes and will
transfer best practices to handle the complex process of multiple and

simultaneous decisions:

“To a certain extent, of course, experience or what experience means,
positive and negative experiences, such as myself in a comparable market
and | would say Scandinavia and the case of the smaller European country,

does not play a very different role.”

4.2.3.2 Global Strategy

Within the sub theme global strategy, | categorized all findings that are related
to the decision-making of mode switching but also have a global and strategical
perspective on the multinational company. Hence, this sub theme is more
about the global structure and strategy of a multinational company and the
findings focuses on interactions between this global set-up and the decision-
making process of mode switching. Figure 55 shows an extract of the holistic
concept map which contains all subtopics and codes that are connected with
the main theme global strategy, highlighted in dark blue.
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The sub themes are highlighted in light blue and are inside rounded rectangle;
export strategy, company culture, reporting systems, matrix organisation,
supply chain, synergies, local entrepreneurship and decision alignment. The
codes are highlighted in grey and are inside octagons; global production

network and production as own entity.

[ Export Strategy |

 Company Cuiture |

. Organisation |

global production

N network

 Supply Chain |

Production as own entity |

 Synergies |

:_ local entrepreneurship j

' Decision Alignmert |

Figure 53: Extract of the Concept Map_Global Strategy
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

The first finding in the sub theme of global strategy is that the multinational
company does not have a global export strategy. With global export strategy,
| mean a sales strategy for all countries where the multinational company does
not have an own subsidiary either as production or as sales subsidiary. This is
suggested by participant 4:

“So today, if we are honest with ourselves, we don't have a global export
strategy. So, we have more of a Wild West way, according to the motto,

whoever thinks he can conquer a market should do so.”

282



PhD Thesis Mario Gehrlein

A similar statement is given by participant 2:

“The global export strategy of the holding looks like there is no global export

strategy, which is bad from my point of view.”

According to participant 14, the multinational company is aware of this strategy

lack and intends to close it:

“There is certainly room for improvement in this respect. There is currently
also the current initiative of the holding, which is pushed globally by the
board and involves all employees and finally the slogan of the project is
"act global" which already says that the holding wants exactly to go this
way to a global strategy, which of course also includes internationalisation

and global export.”

The participant mentions a strategic initiative which is currently going on within
the multinational company to focus on the global strategy and act more as a
global company. A global export strategy is included in this initiative.

Participant 7 points out a possible solution to bridge the strategic gap of a

missing global export strategy:

“In my opinion, maybe a global export division could help to align the global
processes of the holding, which means that only one export division will
exist in the holding company which will be responsible for all countries

world-wide where we do not have an own subsidiary”

This solution is founded on a global export division within the multinational
company that is responsible for all countries where the multinational company
does not have a subsidiary and consequently this division can roll out a global

sales strategy for the respective markets.

The next finding in the theme of global strategy is that according to participant

3, the culture of the multinational company has changed over the last 10 years:

283



PhD Thesis Mario Gehrlein

“If we were to go back 10 years, when other responsible people were still
in export roles, this would have been unthinkable in some stages, or would
have triggered extreme resistance. This is a sign that the company's culture
is also changing and that it is clear that optimising one's own area of
responsibility is not the right thing to do. But it is definitely a critical element
for success and if you ask why, of course because people don't see the
whole company, but sometimes their own area and also their own egoism,

you have to say.”

As explained by the participant, the company culture is a decisive factor for
working successfully on a global scale within the multinational company. A
company culture in which each manager is only looking into his area of
responsibility is a challenge and is not contributing to a global strategy. The
change of company culture which is explained by the participant shows that
the multinational company is putting the global strategy and the intention to act
as a global company more and more in focus. Participant 13 describes this

new company culture as democratically structured:

“Because the holding leadership culture is very democratically structured.
That's what | would call it. Things are discussed on an equal level and also

discussed until a common sense has been found.”

This democratic structured company culture ensures that different aspects are
discussed on an equal level and consequently the decision-making processes

include the consideration of diverse interdependencies.

| also find out how the multinational company has adjusted their organisational
form that it fits to the new company culture and the intention to act more
globally. The Multinational company is today organized as a matrix

organization, as explained by participant 2:
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“In principle, there are the national companies, which are vertically more or
less set up as silos, and horizontally virtual cross-country divisions are

introduced, which are supposed to form a kind of matrix organisation.”

Consequently, the matrix organisation is built on the local subsidiaries which
are pretty much focused on their local markets and on the horizontal cross-
country and global divisions which are virtually looking at the multinational

company from a global perspective. A similar set-up is shown by participant 4:

“It is basically a matrix organization. We live more and more in the matrix
and yet we assign the entrepreneurial design to the regional or local
subsidiary. Together with the global functions and the divisions, this

determines our actions.”

Another finding is that the participants raised several times the topic of supply
chain strategy in the context of global strategy and therefore identified the
supply chain as sub theme in this area. In the current supply-chain set-up,
each sales division is directly connected to a production facility. This is
something which participant 2 for example would like to change:

“My personal opinion is that | would probably separate the production and
distribution strategies. | think a global sales strategy would have to be
established and | would assign the global sales strategy to one person,

including regional managers and including sales managers.”
The participant also explains the reason for his opinion:

“As an export department we do not have the possibility to sell products
from other national companies at all but can only access the German
portfolio. In other words, we are working as a silo and cannot access the
global production network of the other manufacturing plants.”

Although the multinational company has a global production network, the local

sales division do not have the entire access to this network which limits their
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possibilities. Therefore, separating the production networks from the sales
divisions and establishing a global production network as well as a global sales
division would be a benefit for the multinational company according to the
participant. Participant 6 also has this position regarding the global supply

chain:

“So, we should set up a production company and a trading company, as
some competitors do. Then it would not be decisive where a product is
manufactured, because there is a global allocation of which plant

manufactures which products.”

This participant not only points out that competitors already have this
separation of production and sales, he also states that this separation is a
decisive factor of being a global company. According to the information of the
participants using the existing synergies of the multinational company is one
of the decisive topics in the theme of global strategy. Participant 9 thinks that
using these synergies and bundling resources like a global production network
would leverage the business and consequently the competitive advantage of

the multinational company enormous:

“I think that such a global bundling would have a very big leverage on the

business. Such topics have been pushed forward for many years.”

Although the multinational company has established the new matrix
organisation structure and the company intends to act more globally in the
future, | find out that the local entrepreneurs, more specifically the local
subsidiaries and managing directors, still have the decision power in the
multinational company which could cause conflicts in the new company

structure and culture. This phenomenon is explained by participant 5:

“The second side is that it is the philosophy of the holding that the local
Managing Directors have the power of decision. This is the conflict as far

as the achievement of goals is concerned. The even stronger matrix
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doesn't make this any better. We can, of course, enter our ideas and
suggestions. But we are dependent on the final decision and approval of

the local management.”

This has an effect on the decision-making processes of mode switching
because even if the managers look on the multiple simultaneous decision-
making processes on a global scale and intend to consider the
interdependencies between them, if the final decision is not accepted or made
by the responsible managers in the country or region, it can cause challenges
within the multinational company because the decisions are made on a local
scope and not on a global level. Also, participant 13 sees improvement

opportunities in this regard with his statement:

“Uh, | would just say that there has to be an alignment in the goals and in
the strategy. So I think it's very good to give people the degrees of freedom
they need when |t comes to implementation and to say that as
entrepreneurs they have the necessary freedom to shape things, because
it's motivating and you should use this potential and not deprive yourself of
it. But if  am a group that operates globally, then | must expect the holding

to be interpreted and executed in the same way everywhere.”

The participant points out the importance of still giving the local managers the
degree of freedom regarding implementing their strategy locally but there
needs to be a global alignment regarding the global company goals which also
the local entrepreneurs and managers needs to follow. This position is
supported by participant 7 who mentions that this is the last step of the
multinational company of becoming a global aligned company with aligned

decisions:

“l would say that the holding needs to do this final step from a multinational
company to a global aligned company without silos and clear rules and
regulations of how such decision-making process of mode switches are
handled.”
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The participant also states the importance of the decision-making process of
mode switching in this regard which shows that this decision-making process
is part of the global strategy and is connected with the current initiative of the
multinational company to act more global aligned. As this global alignment
leads to the situation that even more decision-making processes of mode
switches will be interrelated and connected with each other, the
interdependencies and handling of these interdependencies will become even

more important as suggested by participant 14:

“And in this context your topic fits in very well.”

4.2.3.3 Model Integration: Decision-Making Process of

Multiple Mode Switches

Following the conceptual framework development, the research questions, the
research objectives and my findings, this chapter has the focus on extending
the developed model of the decision-making process of a single mode switch
(from chapter 4.2.1.3) by the interdependencies between multiple and
simultaneous decision-making processes of mode switching and developing a
model which contains these interdependencies.

My first finding regarding the interdependencies between simultaneous
decision-making processes of mode switching was, that these
interdependencies are existing and that they can grouped into external and

internal interdependencies.

As internal interdependencies | identified the factors business transfer,
availability of resources and best practices which could affect and influence
the decision-making process. With best practices | mean the know-how
transfer and transfer of best practice experiences that the management of the
multinational company has made in another decision-making process and
these experiences (positive as well as negative) are affecting the decision-
making of the management in a respective other process. The research

288



PhD Thesis Mario Gehrlein

identified human resources as limited resource within the multinational
company and therefore the usage of human resources in one decision-making
process of a mode switch can influence the simultaneous decision-making
process. Finally, the factor business transfer means that most mode switches
occur the transfer of businesses within the multinational company from one
sales division to another. This business transfer can take place in the
respective market where the mode switch takes place but additionally also in
surrounding markets. Consequently, the mode switch in a respective country
can cause changes in the surrounding markets and therefore | conclude that
there are interdependencies between simultaneous decision-making

processes of mode switching which are existing due to business transfers.

As external interdependencies | identified the factors of cultural
interdependencies, partners and sales structures which could influence the
decision-making process of a mode switch. With sales structure | mean that if
the multinational company is e.g. acquiring a competitor business because
they intend to do a mode switch in a respective country or region, they typically
also acquire an existing sales structure of other regions which was not the
main target of the original acquisition and mode switch. This existing sales
structure of the other regions or countries which needs to be integrated into
the multinational company can influence a simultaneous decision-making
process of mode switching if the simultaneous process is conducted in this
respective region. With partners | mean that if the multinational company
decides to switch the mode in a respective market to a joint venture and the
joint venture partner intends to extend the business relationship in other
markets besides the joint venture markets, this could influence simultaneous
decision-making processes if the simultaneous process is about a market or
country which the joint venture partner would like to focus on. Last but not
least, there are cultural interdependencies. This means that if the multinational
company switches the mode in one country, this could have influences on the

surrounding countries and consequently on the decision-making process in
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these countries because of the cultural interdependencies on the political level
between the countries because the respective countries are not working with

each other. Such situation can occur e.g. in the middle east.

As a result, and according to my findings the interdependencies between
simultaneous decision-making process of multiple mode switches are
influencing factors of each decision-making process of a single mode switch
and can be grouped as internal and external influencing factor. The difference
between interdependencies and the other influencing factors (qualitative,
quantitative, opportunities /circumstances) is that the interdependencies
emerge from decision-making processes of mode switching which are running
simultaneously (at the same time) while the other influencing factors
(qualitative, quantitative, opportunities /circumstances) emerge either from the
external environment or the remaining internal environment of the multinational
company. Therefore, | added the identified interdependencies to the
developed model of the previous chapter and conceptualized the first level

model of decision-making process of multiple mode switches in Figure 56.
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Figure 54: First Level Model of the Decision-Making Process of Multiple Mode Switches
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)
| call the model in Figure 56 the first level model of the decision-making
process of multiple mode switches because for the final model of the decision-
making process of a multinational company, | extend the model in Figure 56 by
the additional findings regarding the handling of interdependencies, the short-
cut decisions and the global strategy. By including these aspects and adding
them to the first level model, | developed my final model of simultaneous
decision-making processes of multiple mode switches within a multinational

company which is conceptualized in Figure 57 (page 293).

My findings show that there are still short-cut decisions regarding the mode
switches within the multinational company. They can happen because of the
limited time that might be available for the final decision and therefore the
multinational company is flexible regarding the decision-making process and
to short the process down because otherwise such short -term decision which
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could be beneficial could be missed. Additionally, the detailed decision-making
process could be bypassed if the decision follows a logical conclusion and if
there are no doubts about the success of a decision. Therefore, | added the
possibility of short-cut decisions and bypassing the detailed decision-making
process in the final model which is illustrated with the purple arrow in Figure
57.

Regarding the handling of interdependencies, | found out that the multinational
company has managers with global functions which are focused on looking at
the multinational company and the processes from a global perspective to
handle interdependencies between markets, countries and processes,
including the simultaneous decision-making processes of multiple mode
switches. These global functions try to establish a global strategy by open and
transparent communication, by moderating critical topics and discussions, by
global reporting system and global company goals, by doing democratic
decisions and finally by implementing global market segments which are not
bounded to national or regional boarders but rather concentrate on a specific

market segment from a global perspective.

According to my findings, the global strategy which influences the
simultaneous decision-making processes of multiple mode switches within a
multinational company contains several factors as the export strategy, the
company culture, matrix organisation, the supply-chain, synergies, the local

entrepreneurship and aligning the decisions.

| found out that the multinational company does not have a global export
strategy which has a negative impact on handling the interdependencies
because there is a global competition between subsidiaries regarding the
export markets which increases the internal interdependencies which could
occur in regard to a business transfer. Regarding the company culture, | found
out that it is a decisive factor for working successfully on global scale within

the multinational company. A company culture in which each manager is only
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looking into his area of responsibility is a challenge and is not contributing to a
global strategy. My maijor finding was that the company culture has changed
within the multinational company over the last years and that the multinational
company is putting the global strategy and the intention to act as a global
company more and more in focus which has a positive effect on handling the
interdependencies between simultaneous decision-making processes of mode

switching.

In order to align the multinational company more globally and to ensure that
interdependencies between simultaneous decision-making processes are
handled and considered, the multinational company has established a matrix
organisation that is built on the local subsidiaries which are pretty much
focused on their local markets and on the horizontal cross-country and global
divisions which are virtually looking at the multinational company from a global
perspective. | found out that this matrix organisation was a first step of the
multinational company of getting a global company but that still the globally
aligned decisions are missing because the local entrepreneurs (managing
directors of local subsidiaries) still do the final decision. As the local
entrepreneurs cannot have the global and borderless view on the decision-
making processes the missing global decision alignment and the strong local
entrepreneurs can have a negative impact on handling the interdependencies

between simultaneous decision-making processes of mode switching.

Last but not least the final factor within the global strategy which influences the
decision-making process of mode switching is the global supply chain and
using the synergies within the production network of the multinational
company. Although the multinational company has a global production
network, the local sales division do not have the entire access to this network
which limits their possibilities. Therefore, separating the production networks
from the sales divisions and establishing a global production network as well
as a global sales division would lead to more independent decision-making

processes about business decisions because they are made from a sales
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perspective only. This would reduce the interdependencies between
simultaneous decision-making processes of multiple mode switches and would
make the handling of those easier because the decisions would not affect the
production network which is currently one of the major internal

interdependencies regarding the business transfers.

Hence, | have developed a final model of simultaneous decision-making
processes of multiple mode switches within a multinational company which is
shown in Figure 57 and also showed some possible improvements that were

found out for the investigated multinational company.
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4.3 Documentation Review

For analysing the documentation reviews | used the identified themes of the
inductive thematic analysis process of the interview transcripts. In the following
chapter | show the results and findings from the review of documents which

triangulate and support the findings from the semi-structured interviews.

4.3.1 Rational Decision Process

As document 1 is an example of a business plan for the decision-making
process of a mode switch within the multinational company, this document
provides valuable insides regarding the rational decision-making process and
the sub theme data analysis and business plan. According to the findings from
the semi-structured interviews the findings are categorized according to the
code’s existence of a business plan, the format of a business plan and finally
the content of a business plan. As document 1 supports, the multinational
company is using business plans for their decision-making process of mode
switching. Regarding the format of the business plan, my findings in the semi-
structured interviews were that there is no general blueprint existing within the
multinational company. This either can be supported by document 1 nor can
be falsified by document 1 because the business plan provided with document
1 is just one example of a business plan which was developed within the
multinational company. The table of content shows that there are quantitative
as well as qualitative factors are considered in this business plan. As an

example of the quantitative factors, | show chapter 10 of the business plan:

10 Financial Plan

10.1  VolUumMES and TUIN-OVEF ....ccereureeireerrerenrenirensressresssnssssssesssassrsssssssssssssssnsssnssens

10.2  PrOTUCE COSTS...cuuiiereeireeirerrerenirensreseresseessessssssrsssssssssssesssasssnssenssenssasssasssnsssnnse

0 Y- 1T X3 3

10.4  Costs for ADMINIStratioN....ccceeeireeiieeiieiienirenireeireeereeenieeesreesrasernssressssssssssnsssnssens

10.5 Additional Costs anNd INCOMES......cciuiieiieiieiieiieiieiiniretietreseecressessessessessessssssssnsanns
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10.7 Break-EVeN-ANalYSiS..ccciiiiuiieiieiieiieiieiietintreseesressessessesssssssssssssssssssssssssasssssassnnns

The content list of chapter 10 shows that the business plan contains the
quantitative analysis of the new mode option which shall be implemented as
final result of the decision-making process. This quantitative analysis includes
the detailed costs and income perspective which result in a comparison and

summary of a P&L and Break-Even Analysis.

An Extract of chapter 6 and 8 of the respective business plan shows examples
of qualitative aspects which are considered in the business plan:

6 Marketing Strategy

6.1 ,Promotion” - PoOsitioning ........ccccceveeeriiiiciiunennnceenne.

8 Personnel and Organisation

o]

1 Management PrinCiples. ..o ceiiieeiieiieeiriireeireeireeereesreseessessrsesrssersssressssssasssnsssnssens

o]

.2 Managing Director and Key PersonNel .......ccevereeireeireeierieieeeireesrnesrnsenseesssessansens

In chapter 6 the project team has mainly focused on the marketing strategy
and the strategy to position the brand of the multinational company within the
targeted market. In chapter 8 the project team did a recommendation regarding
the management principles which are important for a new subsidiary in this
respective market and which recommendations they have concerning the key

managers like managing director.

Additionally, the business plan also shows insights about the market analysis
which is one of the sub themes of the data analysis of the rational decision-
making process which | have been identified during the interviews. Chapter 3
of the business plan shows an overview of the topics which were investigated
for the market analysis:
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3 The Lubricant Market

3.1 Potentail Market SEGMENLS .............eeeeeueeereeeneereeeniereeenseerrenssssseesssssenssssssenssssssnnns

3.2 MaArket POLeNtiQl.............eeeeeueeeeeeeneeeeeenseseenaneesseensieseeassssenassssssnsssssssnsssssssnsssssennns

I T (75 (o 1 111 £ P
3.4 BUSINESS COSES .uvuvruerereerrereereensressesssssssssssssssssssssssssssssssesssssesssssesssssssssssssssssessnssens

3.5 COMPELItOr ANQIYSIS ..ccvuveerreruniirinnuiesirusiessirussissesusssssssisssssssssssssssssssssssssssssssssssssnss

In the first section the project team has defined the respective market
segments which are existing in the market as e.g. the cement industry. In the
next section, they have calculated the market potential per marked segment to
know the complete market potential of the interesting segments. In section 3
of the chapter, the project team has analysed the existing and possible
customers of the target market and especially which customer structure is
existing in the country. In the next section they have thought about possible
business cases which could be implemented in the new market. With business
cases the project team means the mode option that the multinational company
has to switch to in the respective market. As, according to document 1, this
business plan had the proposition of evaluating the mode option of an own
sales subsidiary in the respective market, the project team has only focused
on this mode option and has not included other possible business cases. The
last chapter of the market analysis is the competitor analysis which includes
qualitative as well as quantitative aspects. In this context, the project team
defined the analysis factors quality, prices and service and evaluated each

competitor according to these factors with the following scheme:

Value Meaning

0 No Competition
1 Weak Competition
2 Medium Competitions
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3 Strong Competition

NA No information available

Table 32: Competitor Evaluation Criteria_Business Plan Example

Consequently, the project team has evaluated each competitor according to
these factors and as a result the multinational company had a competitor

positioning map for each market segment.

Document 3 also provides input related to the sub theme data analysis of the
rational decision-making process. This document is provided by participant 9
and is a detailed market analysis regarding one specific market segment. This

document contains the following contents:

Sales history in the respective market segment of the target market
Overview of the market shares of the multinational company and the competitors
Qualitative description of the market situation

Key Account Customers and customer structure

O A LN~

Possible mode options for the respective market

Consequently, the detailed market segment analysis provided in document 3
contains similar topics like the market analysis in the business plan of
document 1. Section 3 of the table of content above shows that the detailed
market segment analysis contains qualitative data as well. Hence, although |
found out that there is no blueprint for a business plan existing within the
multinational company, the key topics of the two example documents
regarding market analysis are rather similar. According to participant 9 who
provided document 3, this document was issued by product managers who are
specialists for the specific market segment and as a foundation for a business

plan.

In Document 4 which contains a press release about a mode switch of the
multinational company in Africa, | found interesting data and information about

the sub theme starting impulses within the main theme rational decision-
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making process. The document, for example, contains a statement from the

managing director of the new established subsidiaries:

“The distributors have done an excellent job in building the companies
brand in their countries and the timing is now right for the company to
take an equity stake in the businesses.”

This statement shows that the good performance of the existing external
partners can occur as starting impulse for the rational decision-making process

as | found in the data analysis of the interview transcripts.

Additionally document 4 contains a statement from the CEO of the
multinational company which is also categorized in the sub theme of starting

impulses:

“This will supply markets in Africa and is also part of our current global
growth initiative investing in existing and new plants focused on capacity

increase in line with advanced technology.”

This statement suggests that the general business growth intention from the
multinational company can be one decisive starting impulse of the rational
decision-making process. | identified the same findings in the data set of the

semi-structured interviews.

Document 5 and 6 contain two separate articles from well-known German
newspapers (Handelsblatt and FOCUS). Both articles are from 2012 and about
the rumours that the one of the joint venture partners of the multinational
company intends to sell their joint venture shares because of the financial crisis
in the middle east. Consequently, the input and extracts from these two
documents indicate my findings of the interview transcripts that the external
partner as well the market environment or economic situation of a market can

be the starting impulse for the rational decision-making process.
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4.3.2 Influencing factors

In Document 4 which contains a press release about a mode switch of the
multinational company in Africa, | found interesting data and information about
the theme influencing factors. The document, for example, contains a

statement from the regional vice president:

“Customers in these countries, who require lubricants and services in
fields like mining, commercial vehicle fleets, general industry,
agriculture, food and beverage, consumer products and other specialty
applications will benefit locally from even stronger lubricants focus
supported by international resources.”

This extract triangulates the internal qualitative influencing factor and the code
word “local proximity” to the customers which | identified and defined in the
thematic analysis of the semi-structure interviews. This statement of document
4 additionally suggests and triangulates that one of the influencing factors of
the multinational company for a mode switch is the argument for a better local

proximity to the customers.

4.3.3 Interdependencies of simultaneous Decision-Making
Processes

Document 2 “customer transfer sheet” is related to the subtheme business
transfer and know-how transfer which | have identified in the theme of
interdependencies of simultaneous decision-making processes of mode
switching. This customer transfer sheet was issued by the German subsidiary
that transferred a business due to the mode switch in a Scandinavian country
to an own sales subsidiary. The customer transfer sheet is in a excel format

and contains the following 7 spreadsheets:

o General information
o Articles list
o Business figures 2015

o Business figures 216
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o Actual Price list
o Price list history

o Marketing support

The spreadsheet general information contains the contact information about
the order handling process with the respective customer like the payment
conditions, delivery conditions, account overview, etc. The article list shows all
products which the customer has purchased from the multinational company
in the history of partnership, the spreadsheets business figures 2015 and 2016
contain the volumes and turn-over figures of the respective business years,
the pricelists spreadsheets contain all prices which have been quoted to the
customer in the past and the last spread sheet shows if the customer receives
a marketing bonus. Consequently, the customer transfer sheet mainly contains
quantitative information and information about the administrative order
handling process with the customer. The customer transfer sheet does not
include any qualitative or in-depth information and experiences from the
responsible sales manager about the customer relationship or important
factors that need to be considered by working with this customer. Participant
7 and 8 who provided methis customer transfer sheet also indicated that there
was no further exchange regarding this business transfer besides the
customer transfer sheet which indicates the statement from participant 2 from

the data analysis of the interview transcripts:

“All this knowledge was not asked for in the process and it was not asked
what is being done in the country. To the best of my knowledge, the
responsible persons were not asked for an interview where they talked

about it and tried to get knowledge from the export department.”

Consequently, there is a lack regarding handling the interdependencies within
the global mode network of the multinational company because the managers
and experts of a respective market are not involved deeply enough in the final

decision of mode switching.
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4.4 Chapter Summary

This chapter presents the findings from the research and outlined the core data
and extracts from the dataset that contributes to the development of the model

and for achieving the research objectives.

In the first part of this chapter, | used an inductive thematic analysis approach
to identify the themes, sub themes and codes of the semi-structured interview
data set. | colour coded each interview transcript to highlight which data extract
from the interview is used for analysis and to which theme the extract belongs.
These highlighted data extracts were summarized in a list of codes (Appendix
11) and categorized per theme. Based on the inductive thematic analysis |
developed a concept map (Appendix 8) which shows the identified themes,
sub themes, codes and their connection to each other. As result | identified
the main themes short cut decisions, decision-making of a single mode switch
and decision-making of multiple mode switches. As sub themes | identified the
rational decision-making process, the influencing factors, the global strategy
and the interdependencies of simultaneous decision-making processes
(Figure 40). The findings per theme and sub theme were shown in this chapter
and the chapter is structured according to the main and sub themes.

Based on my findings, Ideveloped the final model of my thesis which is shown
in Figure 57. | developed the final model step by step. First, | developed the
rational decision-making process based on my findings and extended the
rational decision-making process by the qualitative influencing aspects which
were found in the dataset to finally develop the decision-making process of a
single mode switch which only considers one international activity within the
multinational company. Second, | extended the developed model of a single
mode switch with the findings regarding the interdependencies which are
existing between simultaneous (happening at the same time) decision-making
processes within multinational companies. Last but not least | developed my
final model in Figure 57 by including his additional findings regarding the

handling of interdependencies, the short-cut decisions (intuitive decisions) and
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the global strategy. By including these aspects, | developed my final model for
simultaneous decision-making processes of multiple mode switches within a
multinational company which is conceptualized in Figure 57 and related to the

final conceptual framework in Figure 27.

In the second part of this chapter, | analysed the documents provided by the
participant by using the predefined themes, sub themes and codes of the semi-
structured interviews. Consequently, | am using the documentation review to
support and triangulate the findings from the semi-structured interviews. Both
methods complement each other and build a credible and justified method
approach to conduct this research based on my phenomenological beliefs and

for achieving the research aim and objectives.
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5. Discussion

5.1 Introductory Comments

This chapter discusses the research findings by comparing the results which
are presented in the previous chapter with the existing theories and knowledge
of the current literature body which is outlined in chapter 2 of this thesis. This
chapter is structured according to the result chapter (chapter 4). First the
results of the three set-ups of the decision-making process of mode switching
within the multinational company (short-cut decisions, the decision-making
process of a single mode switch and the decision-making process of multiple
mode switches) are compared to the theories regarding decision-making.
Second the contribution and differences of the new developed model to the
existing theories are shown. In the last section of this chapter, | illustrate the
research propositions which | found as statements in context of my concept
and integrated model of decision-making process of multiple mode switches.

5.2 Comparison with Literature

5.2.1 Decision-Making Process of a Single Mode Switch

In this section the findings and results regarding decision-making process of a
single mode switch are discussed with the existing theories of the literature
body. The findings regarding the decision-making process of a single mode
switch are summarized in Figure 48 (page 252). The purpose of this section is
to show how objective 2 of this research is achieved.

5.2.1.1 Rational Decision-Making process

One of the first findings of this decision-making process was that a rational
decision-making process exists within the multinational company which
contains the process steps, existing mode, starting impulse, situational
analysis, final decision step and implementation. This result is supported by
Albaum and Duerr (2008) and Sachse (2010) who explain in their study that
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rational decision-making processes of mode switching are existing in
organizations and contain the process steps, problem identification, gathering
information, generating alternatives, evaluation of alternatives, decision and
transition. As shown in the comparison of the single process step in Table 34,
the identified process steps of the rational decision-making process of mode
switching are supported by the authors in the literature (Albaum & Duerr, 2008;
Sachse, 2010, Luoma & Martela, 2020).

Rational Process Steps of the Rational Process Steps of this

literature research

Problem identification Existing mode and starting impulse

Gathering information, generating
alternatives and evaluation of Situational Analysis

alternatives
Decision Final decision step

Transition Implementation
Table 33: Comparison of the rational process steps of the literature and this research

As supported in Table 34, this research found in the collected dataset the same
process steps for the rational decision-making process of mode switching as it
is suggested in the literature. However, while the theoretical model of Albaum
and Duerr (2008) and the model of Sachse (2010) is an incremental and step
by step approach, the developed model of this research shows (see Figure 48
(page 252)) that the decision-making process of mode switching within the
investigated multinational company is more a cycled and iterative process.
Therefore, this study contributes new perspectives to the decision-making

process of mode switching within multinational companies.

Next to the finding that a rational decision-making process of mode switching
is existing within the multinational company which is supported by the
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literature, this research found new perspectives regarding the rational
decision-making process of mode switching because this research identified
the specific quantitative influencing factors which are the decision
determinants for the respective process steps. These new perspectives per

process step are discussed in the following sub sections.

52111 Starting Impulse

| found out that the existing external partner, the growth intention of the
investigated company and the external market environment can be the starting
impulse to launch the rational decision-making process of mode switching.

The results of this study that the external environment of the investigated
company can be a starting impulse for the decision-making process of mode
switching is supported by Sachse (2010) and is shown in his model of mode

switching in Figure 11.

The agency theory (Welch et al., 2007; Metsola et al. 2020) as well as Sachse
(2010) in his study support the findings of this research that third party
distributors can have an inlfuencing effect on the internationalisation decisions
of a firm. Within the literature the agents are typically defined as external
partners of the company (Welch et al., 2007; Metsola et al. 2020). However,
new perspectives were identified because this research found out that next to
the external third party partners, e.g. distributors, also joint venutre partners
can influence the decision-making process of mode switching. In this regards,
the ressearcher especially found out that changed strategic goals at the joint
venture partner can be a starting impulse for the multinational company to
switch the mode. Consequently, on the one side this research triangulates and
supports the key aspects from the agency theory with its findings regarding the
influencing effects that external partners can have on the decision-making
process of mode switching. However, on the other side the findings of this
research extend the current literature body of the agency theory by the aspect

that existing joint venture partners of the multiantional company can also
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influence the decision-making process of mode switching as external partner
and furthermore this research found additional and new influencing factors that
have not been considered in the agency theory, e.g. the growth intention of the

multinational company.

Dunning (2000) supports the finding of this research that the growth intention
of the multinational company can be the starting impulse for starting the
decision-making process of mode switching, because Dunning (2000) argues
that the firms” performance in an international activity determines if a mode
switch is occuring or not. However, the developed model of this research also
schows that there are additional starting impulses for the decision-making
process of mode switching, e.g. the existing external partner or the market
environment. Therefore, the findings of this research extends the knowlegde
of the OLI paradigm of Dunning (2000) and shows that not only the
performance of an international activity drives the decision regarding
internationalisation as it is suggested in the OLI paradigm by Dunning (2000)
(Yaw & Keon, 2020).

5.2.1.1.2 Situational Analysis

This research found out that the process step of situational analysis contains
the market analysis of a respective international activity and that the possible
decision alternatives are evaluated with a business plan which builds the basis

for the final decision step within the multinational company.

Sachse (2010) supports the findings of this research regarding the situational
analysis because Sachse (2010) defines the situational analysis in his
research as the evaluation process of the mode switching alternatives. Sachse
(2010) suggests that based on a detailed market analysis an evaluation
process starts which considers the transaction costs and the economic
potential of a mode switching option. Therefore, the findings of this research

that a business plan with an economic analysis of the respective decision
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alternatives is developed based on a detailed market analysis is supported by

the literature.

The theory of transaction cost which was developed by Coase in 1937 and
further investigated and adjusted by Williamson (1975, 1985), was the first
traditional approach that | described in my literature review chapter. This
approach is focusing on the costs which emerge in context of an international
activity of a firm. This means that a decision, e.g. to enter into a market or to
switch a mode in a respecitve market are made based on the emerging costs
of the available alternatives. According to the transaction cost theory, a firm
would decide always for the decision with the lowest emerging costs (Coase,
1937; Calveras & Orfila-Sintes, 2019). That the emerging costs play an
important role in the decision-making process of mode switching within a
multinational company is shown by my findings. The data analysis step of the
rational decision-making part of the process in which the multinational
company typlically develops a business plan for the respective mode switching
decision normally contains a profit and loss calculation. This profit and loss
calculation considers the emerging costs of mode switching alternatives.
Consequently, the aspects of the transaction cost theory are supported by my
findings and included in the developed model. However the developed model
of this research provides a more holistic view and contributes theoretical
knowledge because the decision determinants are not limited to the emerging
costs only, as it is within the transaction cost theory, but rather is extended by
profit asepcts as well as qualitative influencing factors which gives a more

transparent and more comprehensive picture of the phenomenon.

52113 Final Decision Step and Mode Options

As supported by Sachse (2010) | found out that regarding the final decision
step the investigated multinational company has the decision options to

continue with the current mode option or to make a mode switch.
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At the beginning of the literature review about mode switching, | show the entry
mode options which are existing in the current literature body and which are
explained by previous studies. According to the literature and the systematic
literature review, the mode options are differentiated by the level of capital
investment and by the level of possible management control of the respective
company, as illustrated in Figure 12. The higher the capital investment of a
mode option is the higher is the possible management control of a company.
The management control is for the multinational company also a decisive
factor. The findings of the data set is that the multinational company is using
all mode options which are discussed in the literature chapter (chapter 2) like
export, licensing, contractual agreements, joint ventures and wholly owned
subsidiaries. However, | also found out that the multinational company used a
mode option which is not described in the literature review of chapter 2, a joint
venture in making. The joint venture in making means that the multinational
company signs a contract with an external third-party distributor and this
contract gives the multinational company the right to acquire a certain number
of shares of the distributor at any time. Therefore, the multinational company
defines this mode option as a joint venture in making because with signing the
contract, the multinational company still operates with the distributor, but they
clearly mention their intention and their right to change this set-up to a joint
venture inside the contract. This finding contributes knowledge to the theory of
entry options which is outlined in chapter 2.6.1.1 because this mode option

was not explained and discussed before in the literature.

Next to the entry mode options, | also describe the existing theories of the
market entry process in chapter 2.6.1.2. As | previously explained r, this
process is the preceding and necessary process which takes place before the
decision-making process about mode switching can take place because the
multinational company needs to act in a respective foreign market with a
previous selected mode option before the multinational company can switch

the mode. One of the newest and may be most influential studies regarding
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the market entry process is from Georgiou (2014) who developed a process
model for the market entry process. This process model is illustrated in Figure
13 (page 73) of this thesis. Although, Georgiou (2014) has not analysed the
mode switching process but rather the market entry process, he showed in his
findings that there is an operational and strategical lens in the decision-making
process of a multinational firm. This research illustrate the same aspects in the
final model in Figure 57 where the global strategy and managers in global
functions influence the decision-making process of mode switching by setting
the global guidelines, standards and boundaries for the process. Hence, the
results of Georgiou (2014) and the findings from this research overlap and the
aspects of the strategical and operational lens or level need to be considered

in decision-making processes of multinational companies.

5.21.1.4 Revisiting Research Objective 2

The outlined objective 2 of this research project is to explore the process of
management decision-making of mode switching within a multinational
company’s internationalisation strategy. The discussion of the research results
in chapter 5.2.1.1 regarding the rational decision-making process shows that
many elements of the developed rational decision-making model of mode
switching of the investigated multinational company (see Figure 47 (page 249))
are supported from the literature. However, the discussions also show that the
developed model in Figure 47 (page 249) of this research contributed new
aspects. The developed model of rational decision-making process of mode
switching within the multinational company in Figure 47 (page 249) and the
summary of the result discussions regarding the rational decision-making
process of mode switching in Table 35 supports that objective 2 of this

research is achieved.

Contribution
Results Aspects References  Chapter

supported  ©f new aspects
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by the

literature

Structure and individual
process steps of the
rational decision-making

process

External Environment as

starting impulse

Joint Venture partners as
possible external partner
that act as a starting

impulse

There are additional
possible starting
impulses next to the

growth intention of a firm

A detailed market
analysis and business
plan is the basis for the

final decision

Transaction costs are
not the only determinant
for doing the final
decision

Entry Mode options

Table 34: Summary of Result Discussion_Rational Decision-Making Process

Albaum &
Duerr, 2008;
X Sachse, 2010;
Luoma &
Martela, 2020

X Sachse, 2010

Welch et al.,
2007

X Dunning, 2000

X Sachse, 2010

Williamson,
1975 & 1985;
X Calveras &
Orfila-Sintes,
2019

Georgiou,
X 2014; Glowik,
2020

312

52.11

5.2.1.11

52111

52111

521.1.2

521.1.2

521.1.3



PhD Thesis Mario Gehrlein

5.2.1.2 Influencing Factors

As shown in the developed model of the management decision-making
process of a single mode switch in Figure 48 (page 252), this research found
out that there are external and internal influencing factors which impact the
outcome of the decision-making process at different steps. An additional
finding was that there are influencing factors that include external and internal
elements and therefore are identified as circumstances and opportunities that
can impact the decision-making outcome. The following sections discuss
which elements are supported by the literature and which new perspectives

were found by the results of this research.

One theory that supports the findings of this research regarding the internal
and external influencing factors is the threelevel approch of Swoboda (2002).
This model contains three levels which are influencing the internationalisation
process of a firm, as illustrated in Figure 23 (page 106). The first level is
grouped into internal and external environmental factors which are seen as the
stimuli of international development. The main determinants of the primary
level are the country portfolio, the operation mode and the transfer of value
creation. The primary level is defined as the foundation and guiding principles
of the internationalisation process and to develop internationalisation
pathways. The secondary / basic level are the changes of structure, processes
and culture within a company that occur due to the internationalisation
pathways. Depending on the developed pathways, the company is creating its
new configuration regarding processes, culture and structure (Swoboda, 2002;
Schmid & Morschett, 2020). According to this model the main influencing factor
of the decisions regarding internationalisation are the external and internal
environment of the decision-making process of mode switching. This elements
are supported by the findings of this research regarding the influencing factors.
As illustrated in Figure 57 (page 293) the influencing factors of the decision-
making process of mode switching are divided into external and internal

influencing factors. However, the findings of this research also show that there
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are external and internal interdependencies which can be categorized as
influencing factors but which emerge not from the internal or external
environment but rather emerge from simultaneous decision-making processes
of mode switching which happen at the same time. These interdependencies
which are existing within multinational companies are not considered within
the three level approach and therefore the developed model in Figure 57 (page
293) contributes theoretical knowledge regarding the interdependencies

between multiple mode switches within multinational companies.

5.2.1.21 External Environment

The first finding regarding the external influencing factors was that these can
be grouped into quantitative, qualitative and circumstances influencing factors
Figure 48 (page 252). Georgiou (2014) and Sachse (2010) support that there
are quantitative as well as qualitative influencing factors that impact the final
decision  outcome. However, these studies do not define
circumstances/opportunities as influencing factors of the external environment
although | found out that such circumstances/opportunities can impact the final
decision of mode switching (see chapter 4.2.1.2.2). Therefore, this study
contributes new perspectives on the aspect of external influencing factors in
context of external opportunities that can arise outside of the organization, e.g.
that a new potential external partner contacts the multinational company to do

a mode switch in a respective market.

Finding qualitative influencing factors that impact the decision-making process
of mode switching shows that indeed there is a rational decision-making
process (as discussed in chapter 5.2.1.1) but the rational perspective is
extended by qualitative elements that also impact the decision outcome
because qualitative influencing factors have been found. According to Albaum
and Duerr (2009) and Luoma and Martela, 2020 these qualitative influencing
factors are part of intuitive decision-making. Albaum and Duerr (2008)

developed an integrated multi-level model (which is shown in chapter 2.5)
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which integrates the rational as well as the qualitative and intuitive decision-
making as shown in Figure 9 (page 59). This model supports the findings from
this research that there is a rational decision-making process of mode
switching and qualitative influencing factors that impact the decision outcome
as well. However the model of Albaum and Duerr (2008) only defines
subordinated external qualitative influencing as environment and key actors
(see Figure 9 (page 59)) and does not define the specific influencing factors
inside the subordinated groups. Therefore, this research contributes new
perspectives regarding the external qualitative influencing factors by defining
the influencing factors specifically. As shown in the model in Figure 48 (page
252), | found the following specific external qualitative influencing factors,
market (e.g. the availability of well-educated employees in the respective
market), competitors (e.g. if a competitor changes his market development
strategy), politics (e.g. if the politics announce an embargo for a respective
country), cultural effects (e.g. if people from one country do not want to work
with a specific other culture), reputation (e.g. if the multinational company
decides which mode option results in the best reputation in the respective

market).

One theory that supports the findings reagding the external influencing factors
of this research is the network perspective approach which is based on social
exchange and resource dependency theories (Sharma & Blomstermo, 2003).
The main focus in this approach is on non-hierachical systems in which firms
invest to improve and strengthen their position in global networks (Sharma &
Blomstermo, 2003). Especially the inter-organisational and inter-personal
relationships in the global network play a decisive role (Chetty & Blankenburg
Holm, 2000; Li, et al., 2004; Luoma & Martela, 2020). The aspects of the
network perspective approach are suggested by the findings of this research
because | found several external influencing factors which affect the decision-
making process of mode switching, such as the politics, the external partners

or the competitors. This shows that the global network around the multinational
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company plays a decisive role within the developed model in Figure 57 (page
293). However, the developed model also shows that there are additional
aspects and infleuncing factors which need to be considered in the context of
the decision-making process of mode switching and therefore the developed
model contributes additional perspectives to the current literature body and

extend the knowledge regarding the network perspective approach

5.2.1.2.2 Internal Environment

Analogues to the findings of the external environment, the first finding
regarding the internal influencing factors was that these can be grouped into
quantitative, qualitative and circumstances influencing factors Figure 48 (page
252). Georgiou (2014) and Sachse (2010) support that there are quantitative
as well as qualitative influencing factors that impact the final decision outcome.
However, these studies do not define circumstances/opportunities as
influencing factors of the external environment although | found out that such
circumstances/opportunities can impact the final decision of mode switching
(see chapter 4.2.1.2.2). Therefore, this study contributes new perspectives on
the aspect of internal influencing factors in context of internal circumstance
that can change inside of the organization and can influence the decision

outcome.

Regarding the internal quantitative influencing factors, this research found out
that the financial possibilities and the expansion strategy influence the decision
outcome and that there is a critical mass which is the decisive factor of mode
option selection (see chapter 4.2.1.2.3). Georgiou (2014) and Sachse (2010)
supports with his model that the financial possibilities and the expansion
strategy or intention to grow influence the decision outcome. However, both
studies do not define that there is a critical mass which means that there are
explicit defined borders regarding sales volumes or turn-overs which need to
be reached for switching from one mode to the other, e.g. establishing an own

sales subsidiary in a market instead of working through distributors in the
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market. Therefore, this research contributes additional perspectives regarding
the internal quantitative influencing factors regarding the decision-making

process of mode switching.

Analogues to findings of the external influencing factors, this research found
qualitative influencing in the group of internal factors as well. Finding
qualitative influencing factors that impact the decision-making process of mode
switching shows that indeed there is a rational decision-making process (as
discussed in chapter 5.2.1) but the rational perspective is extended by
qualitative elements that also impact the decision outcome because qualitative
influencing factors have been found. According to Albaum and Duerr (2009)
and Luoma & Martela (2020) these qualitative influencing factors are part of
intuitive decision-making. Albaum and Duerr (2008) developed an integrated
multi-level model (which is shown in chapter 2.5) which integrates the rational
as well as the qualitative and intuitive decision-making as shown in Figure 9
(page 59). This model supports the findings from this research that there is a
rational decision-making process of mode switching and qualitative influencing
factors that impact the decision outcome as well. However the model of
Albaum and Duerr (2008) only defines subordinated internal qualitative
influencing factors as environment and key actors (see Figure 9 (page 59))
and does not define the specific influencing factors inside the subordinated
groups. Therefore, this research contributes new perspectives regarding the
internal qualitative influencing factors by defining the influencing factors
specifically. As shown in the model in Figure 48 (page 252), | found the
following specific internal qualitative influencing factors, complexity costs (e.g.
costs that are not quantifiable), cultural effects (e.g. hiring people for the
subsidiaries in a market that works in regards to the cultural aspects),
controlling the market strategy (e.g. if the multinational company intends to
have a high control on the market strategy, a mode option which provides this
high control is necessary). One key finding of this research that contributes

new perspectives is the influence of key actors on the management decision-
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making process of mode switching. | found out that the personal behaviour
typically influences the decision-making process of mode switching which is
supported by Albaum and Duerr (2008), Georgiou (2014) and Luoma and
Martela (2020). However, this research found out that the personal interests
which are mainly dependent on the bonus and provision system of the
individual managers defines the personal behaviour of managers which
contributes new perspectives and knowledge to the decision-making process
of mode switching.

5.21.2.3 Revisiting Research Objective 2

The outlined objective 2 of this research project is to explore the process of
management decision-making of mode switching within a multinational
company’s internationalisation strategy. The discussion of the research results
in chapter 5.2.1.2 regarding the influencing factors of the management
decision-making process of mode switching shows that some elements of the
influencing factors of the investigated multinational company (see Figure 48
(page 252)) are supported from the literature. However, the discussions also
show that the developed model in Figure 48 (page 252) of this research

contributed new aspects.

The developed model of decision-making process of a single mode switch
within the multinational company in Figure 48 (page 252), the summary of the
result discussion in table Table 35 (chapter 5.2.1.1.4) and the summary of the
result discussions regarding the influencing factors of the decision-making
process of mode switching in Table 36 shows that objective 2 of this research

is achieved.

Aspects

supported Contribution
Results References Chapter

by the of new aspects

literature
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Opportunities and
Sachse, 2010

circumstances as 52121
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Sachse, 2010
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behaviour of managers 2014
Luoma and

Martela, 2020

Table 35: Summary of Result Discussion_Influencing factors

5.2.2 Short-Cut Decisions

During the data analysis, | found out that the participants also talked about
short-cut decisions and decisions which are not following a strategical and
defined process but rather are done in short-term and very flexible (see chapter
4.2.2). Previous studies (Albaum & Duerr, 2008; Sachse, 2010; Georgiou,
2014) have not included the possibility of short-cut decisions into their process
models but rather have defined the decision-making processes as incremental
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and strategical step-by-step processes. However, the findings of this study
show that my developed model contains new aspects which have not been
considered yet, e.g. by the multi-level model of Albaum and Duerr (2008). First,
the model of Albaum and Duerr (2008) was illustrated as incremental process
with clearly defined process steps as seen in see Figure 9 (page 59). The
model of this thesis in Figure 57 (page 293) shows that within multinational
companies short-cut decisions which do not follow a strict and constant step
by step approach but rather an intuitive nature needs to be considered
because for some decisions a firm does not have the time to follow an
incremental and step-by-step approach. Therefore, the new developed
decision-making process model about mode switching contributes knowledge
to the current literature by this aspect and contributes knowledge for achieving

the research objective 2 of this thesis.

5.2.3 Decision-Making Process of Multiple Mode Switches

In this section the findings and results regarding the decision-making process
of multiple mode switches are discussed with the existing theories of the
literature body. The findings regarding the decision-making process of multiple
mode switches are summarized in Figure 57 (page 293). The purpose of this

section is to show how objective 3 and 4 of this research is achieved.

5.2.3.1 Interdependencies

The first finding of this research regarding interdependencies was that the
experts of this study explained that within multinational companies there are
existing interdependencies between simultaneous (happening at the same
time and in parallel) decision-making processes of mode switching. This is
supported by Rezende (2006),Asmussen et al. (2009) and Belderbos et al.
(2020) who argue that multinational companies are structured as loosely
coupled network and within this network and between simultaneous decision-
making processes of mode switching there are interdependencies that

influence the outcome of a decision process. However, Rezende (2006) and
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Asmussen et al. (2009) has not defined what kind of interdependencies are
existing and how these interdependencies are managed. Therefore, this
research contributes new perspectives and knowledge to the management
decision-making process of mode switching within multinational companies by
defining the interdependencies between simultaneous decision-making

processes and how these are handled within a multinational company.

As shown in the final model of this research in Figure 57 (page 293), this
research found out that the interdependencies can be defined as additional

internal and external influencing factors.

The internal interdependencies were specifically defined as business transfer,
availability of resources and best practices. The results of this study show that
simultaneous decision-making processes of mode switching influence each
other because the processes are competing concerning the available
resources within the multinational company (e.g. the available human
resources). Therefore, the decision-making process of mode switching in one
international activity can have an impact on the available resources for
simultaneous decision-making processes. Furthermore, the findings show that
there are internal interdependencies between simultaneous decision-making
processes because the multinational company transfers knowledge and best
practices between the decision-making processes. The UPPSALA model
(Johanson & Wiedersheim-Paul, 1975; Belderbos et al., 2020) assumes that
the internationalisation activities occur incrementally and that a firm extend
their internationalisation activities and commitment with increasing market
knowledge (Johanson & Wiedersheim-Paul, 1975; Belderbos et al., 2020).
Consequently, although the UPPSALA model was the first process model, it
already explains that there are interdependencies between decision-making
process of mode switching within a firm because a firm increases its
knowledge from time to time and can transfer this gained knowledge of one
mode switching process to another. Although, the UPPSALA model is one of

the most influential process models of the internationalisation literature it does
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not fit to the organizational set-up of a multinational company because the
model does not include all perspectives that were found and defined by final
model of this research in Figure 57 (page 293), e.g. the global structure of a
multinational company as an influencing factor is not included (Rezende, 2006;
Asmussen et al., 2009; Hollensen, 2017; Belderbos et al., 2020). Therefore,
the final developed model Figure 57 (page 293) contributes new perspectives
to the literature body and the UPPSALA model. Another theory that supports
that knowledge transfer is an interdependence between simultaneous
decision-making processes of mode switching is the path dependency model.
Most of the internationalisation models define the learning process as a
cumulative, path-dependent ( Hutzschenreuter et al., 2007). Consequently,
the foundation for the further development of internationalisation is given by
the accumulated knowledge in the past (Hutzschenreuter et al., 2007; Sune,
2018). This view of the path dependency model is supported by the findings of
this research because the know-transfer and transfer of best practices from
one decision-making process of mode switching to another have been found
and categorized as internal interdependency within a multinational company.
However, the path dependency is limited to this historical based and know-
how transfer view and does not consider other aspects like the internal
influencing factors of a firm e.g. the growth intentions of a multinational
company or the changing global strategy of multinational company. As the
developed model in Figure 57 (page 293) considers these aspects, it
contributes new and further knowledge to the literature body of
internationalisation. Last but not least, this research found out that often a
mode switching decision results in a business transfer from one subsidiary to
another subsidiary within the multinational company. If one of these
subsidiaries are in parallel working in a decision-making process of mode
switching, these simultaneous decision-making processes can influence each

other.
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The external interdependencies were specifically defined as sales structure,
partner, cultural interdependencies. One interdependence that can influence
the decision-making process is an external sales structure that is acquired
together with a mode switch decision in one country, e.g. if the multinational
company decides to acquire a competitor to strengthen its position in one
respective market, it happens that this competitor also have additional
subsidiaries in other markets which are acquired as well. Therefore, this
acquisition which is mainly occurred because of one key market impacts the
decision-making processes in other international activities. Another external
interdependence that can occur is that the existing external partners react on
a mode switch decision that the multinational company is doing in another
country. E.g. if the multinational company switches in several countries from
the external partner to an own sales force this could cause that other external
partners stop working with the multinational company because they fear to be
exchanged from a local subsidiary of the multinational company in their
domestic market as well in future. These findings have not been supported by

the theories of the literature body.

| also found out why the independencies need to be included in the decision-
making process of mode switching within multinational companies because
the interdependencies impact the international success of the multinational
company and to work more efficiently. | found out that the multinational
company has an increasing number of international customers that needs to
be served. These international customers are also multinational companies
that are connected in a network and therefore the multinational company
needs to involve the interdependencies between international activities into the
decision-making process of mode switching to ensure that the multinational
customers can be served and that the brand reputation is not suffering
because the multinational company does not manage and handle the
interdependencies between their international activities (e.g. that the

multinational company builds a global price list for all their international
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activities that work together with one multinational customer). Last but not
least, this research found out that if the multinational company manages and
includes the interdependencies between simultaneous decision-making
processes, the multinational company benefits from the know-how transfer
between the decision-making processes because positive and negative
experiences can be shared and transferred. As previous studies have not (or
only limited) focused on the interdependencies between simultaneous
decision-making processes, this study contributes additional perspectives to
the field of decision-making processes of mode switching within multinational

companies (Rezende, 2006; Asmussen et al., 2009; Belderbos et al., 2020).

As the investigated multinational company is aware of the impact that
interdependencies have on the decision-making process and the negative
impact that they can have on the decision outcome and performance of the
multinational company if they are not included, the experts explained how the
multinational company is managing and handling interdependencies. This
research found out that the multinational company uses the following
techniques to handle interdependencies, moderating (discussing mode
switching decision in global committees), global market segments
(establishing global market segments that are focusing on the international
customers without country boarders), communication (transparent
communication with all key actors within the decision-making process), global
company goals (aiming to align the company goals and reducing provision and
reporting systems that support personal interests) and democratic decisions
(ensuring that all key actors are involved that a common strategy is outlined).
As previous studies have not focused on the interdependencies between
simultaneous decision-making processes, this study contributes additional
perspectives regarding how the interdependencies are handled to the field of
decision-making processes of mode switching within multinational companies
(Rezende, 2006; Asmussen et al., 2009; Belderbos et al., 2020).
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5.2.3.2 The final model

In this section the research compares the remaining elements of the final
developed model Figure 57 (page 293) that have not discussed in the previous
chapters. In Figure 58, the last remaining elements which are discussed and
compared with the literature are highlighted.
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Figure 56:Highlighted remaining elements of the final model
(The colours and shapes in the figure are only provided to make them more readable
and do not have a specific meaning)

One finding of this research is the impact and influence of the global strategy
and set-up of the multinational company on the decision-making process and
on handling the interdependencies between simultaneous decision-making
processes, highlighted in the purple ellipse in Figure 58. As the decision-
making process of mode switching is part of the global set-up and global
strategy of the multinational company it is evident and a key finding of this
research that the process is influenced by the global managers as well as by
the global company strategy. This finding of the global viewpoint of a
multinational company is partly supported by the competition oriented and

strategic appproach (chapter 2.7.1.4) because this approach explains that an
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internationally active firm has build an organizational set-up to balance the
local responsiveness which means the neccessarity to adopt to the local host-
country conditions and the global integration which means to find a globally
standard approach which they can follow within its international activities
(Hollensen, 2017). Consequently, according to the competition-oriented model
the organizational structure of a multinational company can influence the mode
switching process because it underpins and is the basis for each international
activity (Hollensen, 2017). The findings of this research and the developed
model in the purple ellipse in Figure 58 supports that the organizational
structure of a multiantional firm is an important influencing factor of the
decision-making process of mode switching because the global strategy and
the managers with global functions set the global standards and guidelines for
the process within the multinational company. Furthermore, the organizational
structure of the multinational company can also influence the decision-making
process of mode switching as internal environment of the firm. Therefore, the
current literature body with the competition oriented and strategic approach
supports the findings of this research that the organizational structure of a firm
influences the decision-making process of mode switching (Sachse, 2010).
However, the strategic approach is limited to these aspects only while the
developed model of this research extends the current literature body with
further findings, e.g. regarding the decision-making process itself and its other
influencing factors, like the external environment of the firm or the key actors.
Consequently, the strategic approach contributes interesting and important
asepcts to the literature about the decision-making process of mode switching
but does not provide a process model for mode switching processes within

multinational companies as this research does.

The last element that this research discusses and compares with the literature
body are the key actors of the decision-making process of mode switching
within multinational companies (highlighted in red ellipses in Figure 58). By
developing the final model, this research found out that the managers influence
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the developed process model at two levels. First, on the operational level of
the decision-making process in which the key actors of the process are
influencing the decision-making process with their personal interests and
behaviours as internal qualitative influencing factor. Second, the key actors
which are managers with global management functions are influencing the
decision-making process of mode switching because they are defining the
global set-up and the global strategy of the multinational company which is one
of the decisive factors for handling the interdependencies between
simultaneous decision-making process of multiple mode switches and
influences the decision-making process of a mode switch. These aspects and
elements are special for multinational companies and show one gap of the
current literature body which does not provide a process model of mode
switching which can be sufficiently used for multinational companies
(Rezende, 2006; Asmussen et al., 2009; Belderbos et al., 2020). The important
role of entrepreneurs and their attitudes as managers is often emphasized in
the literature within the international entrepreneurship research. (Jones &
Coviello, 2005; Kummerle, 2005; Oviatt & McDougall, 2005; Engelen,
Heinmann & Brettel, 2009; Luoma & Martela, 2020). According to Young,
Dimitratos and Dana (2003), resources, competences and capabiliites of the
actors within a company are the most decisive factors in the
internationalisation process of a firm. According to the findings of this research,
| can support the key elements of the international entrepreneurship research
because in the developed model in Figure 57 (page 293) the key actors and
their personal behaviour and interest are a decisive influencing factor of the
decision-making process of mode switching. However, the developed model
and findings also show that there are numerous additional influencing factors
especially within a multinational company, e.g. the internal and external
interdependencies with other decision-making processes which are running in
parallel and therefore the developed model in Figure 57 (page 293) contributes

theoretical knowledge to the literature body of internationalisation by providing
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a holistic model of the decision-making process of mode swithing for

multinational companies.

Next to the international entrepeneurship model, the model of Albaum and
Duerr (2008) also describes the key actors as influencing factors of the
decision-making process, however, does not show how the different key actor
groups of a multinational company influence the decision-making process
because the model does not distinguish in different key actor groups. While
the theoretical model of Albaum and Duerr (2008) illustrates that the key actors
are influencing the decision-making process of mode switching, the findings of
this research explain which role the key actors play within the decision-making
process and where and how the key actors influence the process.
Consequently, this research contributes knowledge to this aspect of the

literature of decision-making.

Comparing the finalized conceptual framework in Figure 27 (page 125) which
was developed on the systematic literature review with the final model of
simultaneous decision-making processes of multiple mode switches within a
multinational company in Figure 57 (page 293) gives a good summary of this
section. There are several new aspects which are found and integrated in my
new developed model in comparison to the conceptual framework. First of all,
the single process steps like data analysis and starting impulses are described
more precisely and detailed in the new developed model. The various
influencing factors of the process are clearly structured, explained and
separated from each other. The impact of the key actors, their personal
interests and behaviours on the decision-making process are highlighted in the
new model. The interdependencies of simultaneous decision-making
processes are considered, structured and integrated into the new model. |
found out that in some cases the multinational company is using short-cut
decisions and have therefore included this option into the final model of the
process. The handling of the interdependencies and the set-up of the

multinational company is considered and explained by the managers in global
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functions and finally the impact of the global strategy on the simultaneous
decision-making process of multiple mode switches is integrated in the

developed model because it was one of my findings (Figure 57, page 293).

5.2.3.3 Revisiting Research Objective 3 and 4

The outlined objective 3 of this research project is to determine the
interdependencies and their role between simultaneous mode switching
processes. The objective 4 of this research is to build a model of management
decision-making during a process of mode switching which considers
interdependencies of simultaneous internationalisation processes within a
multinational company. The discussion of the research results in chapter 5.2.2
and 5.2.3 regarding the short-cut decisions, the interdependencies and the
final model of this research shows that some elements from the research
findings (Figure 57 (page 293) are supported from the literature. However, the
discussions also show that the developed model in Figure 57 (page 293) of
this research contributed new aspects. The final developed model of the
decision-making process of mode switching within a multinational company
Figure 57 (page 293) and the summary of the result discussions regarding the
decision-making process of multiple mode switches in Table 37 shows that

objective 3 and 4 of this research are achieved.

Aspects

supported Contribution
References Chapter

by the of new aspects

literature

Existence of

Rezende,
interdependencies 2006
between simultaneous
X Asmussen et 5231
decision-making al. 2009

processes of mode Belderbos et
switching al., 2020
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interdependencies

The impact of the
interdependencies on
the performance of a firm
and the decision-making

process

Handling the

Interdependencies

Two level approach of

the key actors

Influence of the global

company structure
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Rezende,
2006

Asmussen et
al. 2009

Johanson &
Wiedersheim-
Paul, 1975

Rezende,
2006

Asmussen et
al. 2009

Rezende,
2006

Asmussen et
al. 2009

Belderbos et
al., 2020

Albaum and
Duerr (2008)

Young,
Dimitratos and
Dana (2003),

Luoma and
Martela, 2020

Hollensen,
2017

Belderbos et
al., 2020

5.2.3.1

5.2.3.1

5.2.3.1

5.2.3.2

5.2.3.2

Table 36: Summary of Result Discussion_Decision-Making process of multiple mode

switches

5.3 Research Propositions

In this section, | intend to summarize the main contributions to theoretical

knowledge by formulating research propositions to underline the novelty of the

findings.
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Proposition 1: /n the global network of a multinational company, simultaneous
and multiple mode switches can occur between existing interdependencies.
Those interdependencies can be categorized as external and internal
influencing factors of the decision-making process of mode switching and
therefore can have an impact on the final decision at each stage of the process

model.

Previous studies (Rezende, 2006; Asmussen et al., 2009) have only indicated
that there are interdependencies existing between multiple mode switches
within multinational companies but have not defined the interdependencies in
a specific context, their nature and their impact on the decision-making
process of mode switching. The novelty in my findings is that my data set has
shown and explained what interdependencies between multiple mode
switches are and how the interdependencies are influencing the decision-
making process of mode switching within multinational companies. This is
illustrated in my finalized process model Figure 57 (page 293) in which | have
shown the interdependencies as external and internal influencing factors of the

decision-making process.

Proposition 2: In order to handle multiple mode switches and the
interdependencies between them, multinational companies must establish
managers with global functions to build a global strategy for their company.
The global strategy supports handling the interdependencies between multiple
mode switches because the global function managers do not consider each
mode switching process as a stand-alone decision but consider instead how
the multiple mode switching processes are connected and influenced by each

other within the global network of the multinational company.

This proposition is supported by my finalized process model Figure 57 (page
293) in which | have illustrated the elements of the global strategy of a
multinational company being developed by the managers with global functions.

The novelty of my findings lies in the fact that previous studies have not
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considered the global structure and strategy of multinational companies, but
have instead focused on the decision-making process of mode switching as a
separate and stand-alone process within a company. In contrast to that the
model | developed includes the global structure and strategy of multinational

companies.

Proposition 3: There are two types of managers who can influence as key
actor the decision-making process of mode switching at different management
levels. Firstly, there are the operative managers who are directly working within
the decision-making process and who accompany each single process step.
Secondly, there are the managers with global functions who influence the
decision-making process of mode switching by developing the global strategy
of a multinational company and by handling the interdependencies within the

global network of the multinational company.

This proposition is underpinned by my findings because the final developed
model contains the key actors at two levels in Figure 57 (page 293). First the
key actors of the decision-making process it-self who are influencing the
process according to their personal interests and secondly the managers in
global functions who are influencing the global strategy and global set-up of
the multinational company, which influences the process. The novelty of my
findings lies in the fact that the key actors of the decision-making process

within multinational companies can be categorized in two management levels.

Proposition 4: The decision-making process of mode switching within
multinational companies also includes the option of bypassing the step-by-step
decision-making process and taking a short-cut decision if the project timeline

is limited or if the decision can be made intuitively.

The analysis, interpretation and discussion of my collected data demonstrate
this proposition, since the option of bypassing the step-by-step decision-
making process of mode switching is reflected by my data set and explained

in section 4.2.2. This bypassing option was not mentioned in previous studies
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which focused on the strategical step-by-step decision-making process of

mode switching within companies.

5.4 Closing the gaps of the literature

An overview of how the outcome and findings of this research project have
closed the gaps in the current literature body is outlined in column closing of
the gap in Table 38. The first gap of the literature which was closed by this
thesis is the identification and systematic analysis of the existing gaps in the
current literature about this research area. This was closed by Table 38. The
second gap which | closed, is that the research was conducted in a single case
study of a multinational company with the result of developing a model of
management decision-making of mode switching in the context of a
multinational company which was missing in the current literature body. The
next gap of the current literature body that was closed by this research by
answering question 2 and achieving objective 3, is that the influence of
interdependencies between simultaneous decision-making process of mode
switches have not been considered in the literature yet. Last but not least the
outcome of this research closed the gap by achieving objective 2 and 4, that
in the current literature there is only a limited understanding about the influence
of manager’s behaviour and external environment on the decision-making
process of mode switching in a multinational company. And finally, the
literature review process has not shown a model of management decision-
making during a process of mode switching which considers
interdependencies of simultaneous internationalisation processes within a

multinational company in the current literature body. This gap | closed through
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developing the new process model for multinational companies in Figure 57
(page 293).

Achieved Summary of the Closing of
Literature Gap Objectives
Through Gap the Gap
Identify research Table 40,
gaps to position column
Chapter 2 1 Table 18 )
the research “closing of
problem the Gap”
This gap is

closed by this
Most of the papers
) ) research as |
pay little attention
o conducted a
to multinational

. single case
A Decision-Making companies but
) study and
process of mode rather on medium-
) ) selected a
switching for Case Selection 2 sized, small
multinational
multinational companies, born-
. . company as
companies global companies )
single case

or the company )
o and achieved
characteristic is o
objective 2 of

not defined
this research
project.
The previous
The influence of Studies are mainly This gap is
interdependencies focused on sveral closed .by
between companies and CITENIETE,
simultaneous Case Selection only on one research
international and Data 3 international question 2
activities on the Collection activity per cicl
decision-making Methods country. EIIChI.eVIng
process of mode Consequently, OleeCtlve 3 of
switching these studies do S research

not consider that project.

there are
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on quantitative
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manager’s . .
literature reviews
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internationalisation = this research
are domiated by project.
rational decision-
making processes,
rules and

parameters

Table 37: Closing the Literature Gaps

5.5 Chapter Summary

Chapter 5 has discussed the core findings of this research project by
comparing the findings and results of chapter 4 with the concepts, theories and
approaches outlined in the systematic literature review of chapter 2.
Discussing the core findings with the current literature body showed the
contribution to knowledge of this research and how the research objectives

were achieved.

Objective 2 of this research to explore the process of management decision-
making of mode switching within a multinational company’s internationalisation
strategy, was achieved through the final developed model in figure 57 (page
293). With the new developed process model, this study has explored the
process of management decision-making of mode switching within
multinational companies because the process structure and the single process
steps are clearly defined. In comparison to the current literature the developed
process model contains the following new aspects:

e Joint Venture partners as possible external partner that act as a starting impulse

e There are additional possible starting impulses next to the growth intention of a firm

e Transaction costs are not the only determinant for evaluating the decision alternatives

e New entry mode option

e Opportunities and circumstances as additional external and internal influencing
factors

e Specifically defined internal quantitative influencing factors

e Defining the determinants for the personal interests and behaviour of managers
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In the final developed model in figure 57 (page 293), the study defined the role
of interdependencies between simultaneous decision-making process of mode
switching because the interdependencies are defined as additional external
and internal influencing factors. Therefore objective 3, to determine the
interdependencies and their role between simultaneous decision-making

processes of mode switching, is achieved.

Objective 4 of this study, to build a process model of management decision-
making for mode switching which considers interdependencies of
simultaneous internationalisation processes within a multinational company is

achieved with the final developed model in figure 57 (page 293).

In comparison to the current literature the developed process model contains
the following additional new aspects regarding the achievement of objective 3
and 4:

e Specific definition of the external and internal interdependencies

e The impact of the interdependencies on the performance of a firm and the decision-
making process

¢ Handling the Interdependencies

e Two level approach of the key actors

¢ Influence of the global company structure

Las but not least, the discussion chapter and the comparison of the results with
the existing theories and concepts of the literature shows that all objectives of

this study are achieved and that the identified gaps of the literature are closed.
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6. Conclusions

6.1 Introductory Comments

This chapter closes the thesis and the research project by presenting the final
conclusions, revisiting the research questions, aim and objectives and explains
how these have been achieved. The core findings of the research are
presented as a summary in the chapter of contribution to knowledge in which
| demonstrate the contribution to theory and practice of my research project. |
finally closes the thesis by showing the research limitations and with
presenting the recommendations for further research project in this research

area.

6.2 Revisiting the Research Questions and Aim

| outlined in the first chapter three research questions to explore the research

topic and to achieve the overall research aim:

The aim of this research is to understand the multinational firm’s management
decision-making process of mode switching, the influencing factors of the
decision-making process and the reason how these mode switching activities
occur. The study will develop a new process model to illustrate and explain
this business activity and expand the international management literature

base.

In the following section, | point out how and where the research questions have

been answered in this thesis.
Question 1

What is the process of management decision-making for mode switching in a

multinational company’s international activity?

By using the single case study methodology and exploring a specific case of a

multinational company in the lubricant industry in depth, the research question
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1 has been answered with the developed model which is illustrated in Figure
59. The data for the development of this process model have been collected
through semi-structured interviews and documentation reviews and have been

analysed by using thematic analysis.
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Figure 57: Final Model of Simultaneous Decision-Making Processes of Multiple Mode

Managers in Global Functions

Short Cut Decisions

©

Switches within a Multinational Company (The colours and shapes in the figure are only

provided to make them more readable and do not have a specific meaning)

The process model of decision-making has an inner loop which reflects the
rational part of the decision-making process in which a very structured process
with clearly defined process steps have been found. This inner loop is not an
incremental process but rather a rolling process in which the single process
steps are conducted in parallel and if necessary, in an iterative loop which is
illustrated with the dotted arrows in the process model. The rational inner loop
of the process is influenced by external and internal influencing factors which
include qualitative, quantitative aspects as well as the interdependencies of
simultaneous (happening at the same time) decision-making processes.
Including the external and internal environment of the decision-making process

shows that the developed process model is an integrated multi-level decision-
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making model as illustrated by Albaum and Duerr (2008) in the literature review
chapter Figure 9 (page 59) of this thesis. As additional process option | found
out that the multinational company could bypass the detailed decision
processes and can be made short-cut if the decision follows a logical
conclusion and if there are no doubts about the success of a decision or if the
multinational company has no time to run through the detailed analysis
process and needs to do a short-cut decision to take an opportunity. Therefore,
| added the possibility of short-cut decisions and bypassing the detailed
decision-making process in the final model which is illustrated with the purple

arrow the new intuitive aspect and nature of the process.

One key influencing factor that | identified is the key actors who are influencing
the developed process model at two levels. First, on the operational level of
the decision-making process in which the key actors of the process are
influencing the decision-making process with their personal interests and
behaviours as internal qualitative influencing factor. Second, the key actors
which are managers with global management functions are influencing the
decision-making process of mode switching because they are defining the
global set-up and the global strategy of the multinational company which is one
of the decisive factors for handling the interdependencies between

simultaneous decision-making processes of multiple mode switches.
Question 2

What are the interdependencies at play when decision-making processes for

mode switching occur simultaneously?

As a result, and according to my findings the interdependencies between
simultaneous decision-making process of multiple mode switches are
influencing factors of each decision-making process of a single mode switch
and can be grouped as internal and external influencing factor. Therefore, |
added the identified interdependencies to the developed model which is shown

in Figure 59. The internal interdependencies that | found, can be grouped into
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the sub themes business transfer, availability of resources and transfer of
practices. The external interdependencies were grouped in the category’s
sales structure, cultural interdependencies and external partners. The detailed

description of the interdependencies is given in chapter 4.2.3.1.
Question 3

How are the interdependencies of simultaneous internationalisation processes

managed within the decision-making process of mode switching?

| finds out that many interdependencies are existing between simultaneous
decision-making processes and that the interdependencies play an important
role regarding global success and performance within the multinational
company. Furthermore, this study identified how the multinational company is
handling these interdependencies. The handling options can be categorized in
moderating, establishing global market segments, global alignment,
democratic decisions, report systems and local entrepreneurship vs. global

alignment.

| found out that the multinational company intends to moderate the existing
interdependencies by discussing decisions like mode switches in a global
management committee. With this committee, the multinational company
intends to handle important decisions with a global and holistic perspective
and consequently to handle for example the interdependencies between

simultaneous decision-making processes of mode switches.

Another way to handle the interdependencies is the establishment of global
market segments which shall ensure that the interdependencies between
markets and countries are eliminated and that international customers can be
supported best possible from a global perspective and according to their

specific needs.

Another finding is that the communication within the multinational company

can be a decisive determinant for handling interdependencies successful. As
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identified in the previous research questions, one key internal interdependency
is the business transfers that occur in a country due to the mode switch in
another country. These business transfer can cause internal competition
between several sales divisions because the long-term market responsibility
is not clearly defined, and mode switches and its interdependencies can force
such internal challenges and competition. | found out that a clear and
transparent communication strategy during the mode switching processes can

help to handle the interdependencies much easier.

An additional finding is that the salary and provision system can be used to
handle interdependencies which is categorized in the code of global company
goals because typically provisions or bonus are connected with the
achievement of specific goals. Consequently, global company goals can help
the managers to handle the interdependencies between simultaneous
decision-making processes because the global company goals can balance
the positive and negative interdependencies that simultaneous processes can
have and this balance ensures that the final decisions of the simultaneous
processes help to achieve the overall global company goals and the isolated
goals which support the single decision processes are subordinated. In this
context, | found out that the global company goals can only support handling
the interdependencies if the salary and bonus system is in line with the
promoted global company goals to motivate managers to think globally or
across their country and responsibility boarders. One of my key findings in this
aspect is that the multinational company currently do not link the global
company goals with the individual bonus and salary system of the key actors
which is evaluated as negative impact on handling the interdependencies from

the participants and consequently identified as possible improvement in future.

As the global report system is used as evaluating technique if the individual
key actor and manager has contributed his part to achieve the global company
goals, it is evident that the global report system enables the management to

monitor the achievement of the global company goals and consequently can
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contribute to handle the interdependencies appropriate. In this regard |
identified a gap in the global reporting system of the multinational company
because the regional vice presidents do not have to consider all
interdependencies between the countries in their regions as they are not
responsible for the export market in their regions but rather for all countries
where a local subsidiary is established. Consequently, the regional vice
president does not have to consider or handle the interdependencies which
one decision in a market could have with the export markets in his region. This
can be considered as a gap regarding handling the interdependencies
between decision-making processes. Consequently, closing this reporting gap
could not only improve the handling of interdependencies within the
multinational company but rather reduces the internal competition which is
explained and discussed as one of the biggest internal interdependencies

which are existing.

The final aspect which helps handling interdependencies according to the
findings of my thesis is democratic decisions. Due to the international growth
of the multinational company and the globalisation of the world economy the
amount of interdependencies within the multinational company will increase
and these interdependencies can have positive as well as negative effects for
some key actors. Therefore, democratic decisions and the procedure of a
democratic decision is very important for the multinational company because
there is almost no decision which does not have any negative effect on a key
actor of the process. Consequently, democratic decisions require that the key
actors are discussing a decision from different directions and ensure that the
interdependencies between decision-making processes are considered best

possible.
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Research Aim

By answering the research questions | outline that the overall research aim
was achieved in this PhD thesis because | extended the understanding about
the multinational firm's management decision-making process of mode
switching, the influencing factors of the decision-making process and the
reason how these mode switching activities occur. Additionally, the study
developed a new process model in Figure 57 to illustrate and explain this
business activity and expand the international management literature base.
Hence, the overall research aim has been achieved and is outlined in this PhD
thesis.

6.3 Revisiting the Research Objectives

The research questions and the developed process model have been

achieved through the following objectives:

Objective 1: To conduct a review of literature to position the research within
the current internationalisation and management literature and identify key

gaps where a meaningful contribution could be made.

Objective 2: To explore the process of management decision-making of mode

switching within a multinational company’s internationalisation strategy.

Objective 3: To determine the interdependencies and their role between

simultaneous decision-making processes of mode switching.

Objective 4: To build a process model of management decision-making for
mode switching which considers interdependencies of simultaneous

internationalisation processes within a multinational company.

6.3.1 Literature Review (Objective 1)

To achieve objective 1, | have conducted a systematic literature review. Based
on this analysis | identified the current gaps of the literature body (Table 18,

page 119) and the conceptual framework in Figure 27 (page 125) has been
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developed which outlines the core elements of the school of
internationalisation, the market entry decisions, the mode switching and the
decision-making literature body. The overview of the literature gaps and
consequently the results of objective 1 are summarized in Table 18 (page 119).

6.3.2 Preliminary Research (Objective 2 and 3)

To achieve objective 2 and 3 of this thesis, | have conducted semi-structured
interviews and documentation reviews. The findings were identified using an
inductive thematic analysis approach as analysis technique and for the
presentation of my findings | used a concept map and a list of codes (see
Appendix 8 & 14). The achievement of objective 2 and 3 is shown in the
answers of research question 1 and 2 and is illustrated in the final process

model in Figure 57 (page 293).

6.3.3 Model Building (Objective 4)

Based on my findings to achieve the research objectives 2 and 3 which are
outline in chapter 4 of this thesis, | discussed the findings and developed a
new model of simultaneous decision-making processes of multiple mode
switches within a multinational company in chapter 5 which is illustrated in
Figure 57 (page 293). This new process model includes the interdependencies
between simultaneous (occurring at the same time) decision-making
processes and consequently objective 4 is achieved by providing a model for
the decision-making process of mode switching within multinational companies
and explained in this PhD thesis. The core findings of the research project are

summarized in chapter 5.3 by outlining the research propositions.

6.4 Contribution to Knowledge

The outcome and findings of this research project propose theoretical and
practical contributions to knowledge which are outlined within this section.
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6.4.1 Theoretical

The core contribution of the findings and outcome of this research project is
the extended understanding about the multinational firm’s management
decision-making process of mode switching, the influencing factors of the
decision-making process and the reason how these mode switching activities
occur which is outlined in my new developed process model to explain this

business activity and expand the international management literature base.

The detailed contribution to knowledge of the new process model can be
shown by a comparison of the new developed model in Figure 57 (page 293)
and the conceptual framework in Figure 27 (page 125). In Figure 60 |
highlighted with red ellipses the core contributions to knowledge of the new

developed model which are gaps in the conceptual framework.
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Figure 58: Highlighted Contribution to Knowledge in the New Process Model (The
colours and shapes in the figure are only provided to make them more readable and do

not have a specific meaning)

First of all, the various influencing factors of the process are clearly structured,
explained and separated from each other. While in the conceptual framework
the influencing factors are only separated in external and internal environment

and additionally the influencing factors are not defined or named, the new
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process model describes and names the influencing factors more clearly and
additionally shows the influence of the interdependencies of simultaneous
decision-making processes. Consequently, the new process has not only
extended the influencing factors by additional main influencing groups like the
interdependencies but rather also extended the knowledge and the
understanding about the previous known influencing factors of the external and

internal environment by showing examples in the data set.

Another key contribution to knowledge of the new process model is the impact
of the key actors who are influencing the developed process model at two
levels. First, on the operational level of the decision-making process in which
the key actors of the process are influencing the decision-making process with
their personal interests and behaviours as internal qualitative influencing
factor. Second, the key actors which are managers with global management
functions are influencing the decision-making process of mode switching
because they are defining the global set-up and the global strategy of the
multinational company which is one of the decisive factors for handling the
interdependencies between simultaneous decision-making process of multiple
mode switches. While the conceptual framework only illustrates that the key
actors are influencing the decision-making process of mode switching, the
findings of this research explain which role the key actors play within the
decision-making process and where and how the key actors influence the

process.

While the conceptual framework only shows that there are interdependencies
between simultaneous decision-making processes of mode switching, the new
process model considers, structures and integrates the interdependencies into
the new model as part of the internal and external influencing factors which
also explains the role of the interdependencies within the process.
Consequently, as contribution of knowledge, the new process model shows
the existence, the structure and role of the interdependencies in the decision-

making process of mode switching.
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Last but not least, | found out that in some cases the multinational company is
using short-cut decisions (the purple highlighted arrow in figure 60) and has
therefore included this option into the new process model. This aspect has not
been considered in the current literature body and the conceptual framework

and consequently is a contribution to theoretical knowledge.

Finally, one of my core findings was the impact and influence of the global
strategy and set-up of the multi-national company on the decision-making
process and on handling the interdependencies between simultaneous
decision-making processes. This impact and influence is included in the new
process model by the managers with global management functions and the
global strategy which is defined by the management and is discussed in detail
in chapter 5.2.3.2 As the decision-making process of mode switching is part of
the global set-up and global strategy of the multinational company, it is evident
that the process is influenced by the global managers as well as by the global
company strategy. This finding of the global viewpoint of a multinational
company was not considered in the conceptual framework and is consequently

a contribution to theoretical knowledge.

As final summary of the contribution to knowledge | close the gaps of the
literature outlined in chapter 2.8 of this thesis (critical evaluation of the existing
literature body) in chapter 5.4 with Table 38 (page 333).

6.4.2 Practical

The practical contribution of this research project is an approach and model
for multinational companies which can be used to establish their decision-
making process of mode switching within their global company set-up or to
support companies which are on their journey to become a multinational
company. As the developed model in Figure 57 (page 293) considers the
interdependencies between simultaneous international activities and can be
used for multinational companies, following the guidelines of the developed

model can help managers to avoid increasing complexity, costs, not using
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synergistic effects to increase the efficiency and finally that a mode switch
needs to be reversed due to a lack of success which causes wasting
resources. Next to this the model helps managers to find the most appropriate
mode option for a respective foreign market during the mode switching
process, because the model gives managers the understanding of which
influencing factors need to be considered in their final decision and ensures
that no important decision determinants are forgotten. Using the most
appropriate mode option in a foreign market helps to maximize the profit of a

multinational company in this respective market.

Additionally, my findings show examples of possible improvements for the
investigated multinational company regarding the handling of the
interdependencies between simultaneous (happening at the same time)
decision-making process of mode switching and regarding the global strategy
of a multinational company. These examples can contribute knowledge to
multinational companies which are struggling with similar challenges. For
instance, the global reporting system that the regional vice president do not
report the achievements of the export markets in his region, the missing global
export strategy or the global company goals in combination with an aligned
bonus system have been identified as gaps in the global strategy of the
investigated multinational company and can contribute practical knowledge to

multinational companies.

6.5 Research Limitations

All research studies have certain limitations due to the selected methodology
and due to the inherited nature of a topic (Merriam, 2009). Qualitative studies
and especially case studies are mainly criticised regarding the generalizability
(Merriam, 2009). However, the proponents of the case study methodology
argue that the outcome of case studies can be generalized to theoretical
propostions and the aim of case studies is not to generalize to a population or

to the universe (Yin, 2015). This means that a case study does not represent
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a respective sample of the population but rather a specific case from which the
information and results are obtained (Merriam, 2009). This argument is
supported by Stake (1995) and Yin (2015) who state that the major goal of a
case study is particularization and not generalization. As previously discussed,
in chapter 3.7.3 where the case study boundaries are defined, this research
study is limited to one of the biggest lubricant manufacturer and its global mode
switching process. Therefore, the developed process model can only explain
and contribute knowledge at this level. The model could be applied and
evaluated in other settings and provide key considerations essential to

achieving this.

This thesis was designed in a cross sectional single case study approach with
the aim to answer specific research questions and to achieve the objectives of
the study. According to this design the decision-making process of mode
switchding have been analysed and investigated within one multinational
company and useful insights have been gained. Due to the limitations of a
cross sectional design, the connections between the final decision and any
implementation challenges or the decision impact on performance related
topics are beyond the scope of this project. It is evident that these connections
and influencing effects are interesting as well and a longitudinal study would
be able to contribute knowlegde in this regards and help to improve the overall

understanding of the decision-making process of mode switching.

6.6 Recommendation for Further Research

A natural extension of further research on the decision-making process of
mode switching may be carried out in other multinational companies in the

lubricant industry.

Additionally, the findings and outcomes of this research could be empirically
tested with inclusion of multiple variables in a number of companies of the

lubricant industries or in a number of other industries.
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In this research project, | conducted a single case study by investigating one
multinational company. The objective of this thesis was consequently not to
use the findings which can be generalized universally, but also single case
studies are beneficial for generalisations to theoretical propositions and for
specific systems according to Yin (2015). Therefore, the collection of additional
and further evidence is required before the findings and outcome can be a
universal generalization which can be provided either within the same industry

as this study or across several industries.

The research area of mode switching is very complex and a various number
of different variables and influencing factors have an impact on the decision-
making process. It is evident that there are further aspects and variables which
have not been the main focus of this research project as for instance the
connection between the decision-making process of mode switching and the
performance of the multinational company in general and between the
decision-making process and the performance of the multinational company in

a respective country in which the mode switch shall occur.

This is a short summary of further research project that could be conducted

further to this thesis.

6.7 Concluding Comment

The presented chapters of this thesis outlined that the PhD research project
contributes theoretical and practical contribution to knowledge. The developed
new process model in Figure 57 (page 293) illustrates and explains the
business activity of mode switching of a multinational company and expand
the international management literature base. Due to the globalisation and the
increasing trend of companies to internationalize and of small companies to
get multinationals, this research area will get increasingly attention and focus
for future research. An important contribution to theoretical knowledge has
been presented by closing outlined literature gaps which have been identified

with a detailed literature review process. The practical contribution of this
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research project is an approach and model for multinational companies which
can be used to establish their decision-making process of mode switching
within their global company set-up or to support companies which are on their

journey to become a multinational company.

Table 39 presents a summary of objective achievements.

Objectives Achievement

1 Fully
2 Fully
3 Fully
4 Fully

Table 38: Summary of Objective Achievement
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Pragmatism

External, multiple view chosen to
best enable answering of the
research question.

Either or both observable
phenomena and subjective
meanings can provide acceptable
knowledge dependent upon

the research question. Focus on
practical applied research,
integrating different perspectives to
help interpret the data.

Values play a large role in
interpreting results, the researcher
adopting both objective and
subjective points of view.

Positivism
External, objective and independent
of social actors.

Only observable phenomena can
provide credible data, facts. Focus
on causality and law-like
generalisations, reducing
phenomena to simplest elements.

Research is undertaken in a value-
free way, the researcher is
independent of the data and
maintains an objective stance.
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Appendix 1: Philosophical positions, Approaches and Alternative Positions

Realism

Is objective. Exists independently of
human thoughts and beliefs or
knowledge of their existence
(realist), but is interpreted through
social conditioning (critical realist).

Observable phenomena provide
credible

data, facts. Insufficient data means
inaccuracies in sensations (direct
realism). Alternatively, phenomena
create sensations which are open to
misinterpretation (critical realism).
Focus on explaining within a context
or

contexts.

Research is value laden; the
researcher is biased by world views,
cultural experiences and upbringing.
These will impact on the research.
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Interpretivism

Socially constructed, subjective, may
change, multiple.

Subjective meanings and social
phenomena. Focus upon the details
of situation, a reality behind these
details, subjective meanings
motivating actions.

Research is value bound, the
researcher is part of what is being
researched, cannot be separated
and so will be subjective.
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Appendix 2: Overview of the main mode switch research from 1997 to 2016

1 Clarketal
(1997)

2  Pedersen et al.

(2000)

Petersen et al.

(2002)

Petersen et al.

(2005)

What additional information and
knowledge sources are available for
firms in the internationalisation
process?

What factors motivate exporters to
change their foreign market servicing
mode from using independent
distributors and agents to setting up
their own local sales organization, and
what factors impede such changes
(switching costs)?

Main question: what and why the
companies change foreign mode?

What are the effects of switch
motivation/deterrents (e.g.
contractual restriction, loss of sales
revenue) on the choice of distribution
channel?

Quantitative survey of 25 UK-
based organizations.

Using data from a sample of 214
Danish exporters, of which 32 had
changed their foreign operation
method between 1992 and 1997.

276 Danish exporters, later
reduced to 214. Out of these: 182
without a switch, 36 with a
complete switch of operation
mode, mainly from
agenUdistributor to companies'
own sales forces/subsidiary Data
collection at two points: 1992 and
1997.

260 Danish exporters in 1992 and
1997: 182 did not change foreign
distribution, 42 replaced
intermediaries, 36 switched to in-
house operation.

This article maintains that market-specific knowledge is not the only source of
information available to a firm. As firms operate in foreign markets they develop, in
addition to networks of institutional arrangements, a knowledge of the process of
internationalisation.

The analysis shows that switching cost factors are indeed of particular importance in
order to explain the incidence of such changes

Focus on the specific mode switch from a foreign intermediary to an own sales force and
the dilemma of the intermediary. Gathering data from different companies with focus of
one foreign market per company

Final Outcome:

- Monitoring is the major driver of performance

- Severance payments and contractual restrictions have no significant impact on
performance

- Safeguards helps to solve the dilemma of the intermediary

Focused on the mode switching process and especially on the within-mode switches, e.g. changing

from one intermediary to another

Final Outcome:

- Mode switch decision seems to be a cost-benefit analysis

- Accumulation of market knowledge is associated positively to the switch to another sales
intermediary

- Export market growth as well as growth of the exporting company do not have a significant
effect on the switches

Anticipated loss of local sales revenue have an effect on in-house switches
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3  Chetty &
Campbell-Hunt
(2001)

4 | Rundh
(2003)

5 Rezende
(2006)

6 Kaufmann &
Jentsch
(2006)

The questions posed in this research
concerns what path (or paths) are
followed by firms as they
internationalise?

How different functional variables in
the marketing strategy need to be
adjusted due to requirements from
the local market place?

How different functional variables
relating to a company’s product
technology will have an important
influence on the marketing strategy?
What interdependencies exist in
Internationalisation Processes?

Which internationalisation strategies?
Through which internationalisation
modes do companies realise

strategies?

Which evolution paths can be
observed?

Which parameters influence supplier’s
choice of strategies and modes?

This paper is based on in-depth
case studies of the
internationalisation path of ten
small- to medium-sized
manufacturing firms in

New Zealand.

365 questionnaires were
conducted in the Swedish export
industry with respect to companies
exports to Western Europe.

In the last step the questionnaires
were complemented with case
studies in three countries

Literature Review

15 cases of automotive supply
industry in China.

Mode time: Current mode and
year when the new mode was
established; intended mode in five
years.
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A conceptual model is developed from the findings of this study by integrating
internationalisation theories.

The result in this study shows that there are several factors that will have an influence
on the company’s marketing strategy. The first factor consists of variables, which
concerns the demand from the local export market in the form of local service. The
second group of factors concerns the company’s competitive advantage in the form of
technology, pricing and distribution on the local export market.

The article concludes by claiming that the internationalisation of multinationals
(MULTINATIONAL COMPANYSs) results from an intricate combination of independent, yet
interdependent, internationalisation processes that evolve in various spatial and
temporal contexts within the MULTINATIONAL COMPANY network.

Comparable research approach in respect to how to analyse decision-making
behaviour after market entry.

Identification of four main evolution pathways over a certain period of time in China (for
automotive sector): 1. Risk-averse early entrant, 2. Equity Joint Venture with non-Chinese
partners or Chinese original equipment manufacturer, 3. Equity Joint Venture with Chinese
suppliers, 4. Late-following wholly own foreign owned enterprise

Characterising and describing reasons of each pathway behaviour.
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Swoboda et al.
(2008)

Asmussen et al.

(2009)

Osarenkhoe
(2009)

What are the perceived structural,
systemic und cultural changes in
relation to (1) past developments
based on the country and/or mode
dimensions, (2) incremental
developments in these two
dimensions, and (3) selected crucial
decisions (e.g. establishment of the
first foreign production subsidiary)?
Main focus: better understanding and
explanation of foreign mode decisions

What are interdependencies between
foreign operation mode decisions
across countries and over time?

What might be managerial capacity to
make these decisions?

Is non-sequential internationalisation
process solely technology enabled or a
product of mutually interdependent
forces?

261 German firms were
interviewed with a questionnaire.

Conceptual paper

Descriptive model of foreign
operation mode

Discussion of dynamic configuration
of foreign mode

The data banks of the Swedish
Trade Council and the Chambers of
Commerce are used to identify
firms with between 50 and 250
employees. Data are collected
through the use of

questionnaires and in-depth
interviews from 60 Swedish firms
operating in other countries and
foreign firms operating in Sweden
that tends not to develop in
incremental stages with respect to
their international.

PhD Thesis Mario Gehrlein

The results show that internationalisation processes cause changes in systems in
particular, followed by structural and cultural changes, even when reductions take place.
The study provides insights for managers into structural, systemic and cultural changes
when future internationalisation steps are planned.

Proposing a framework on how to configurate foreign operation modes.

Looking at firm's foreign operation diversity, i.e. country-by-country variations of mode
portfolio and foreign operation fluctuation, i.e. tendency to change mode overtime.

Some of the findings are: that the sequential model is by no means reflective of, or
appropriate for all firms’ approaches to international business; the usefulness gained by
using an international network approach to study the international activity of a firm; and
the interplay between the identified driving forces behind a non-sequential
internationalisation process.
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8 | Wang &
Suh
(2009)

9 Belovaetal.
(2010)

Sachse
(2010)

10 Swoboda et al.
(2011)

What are the links within the
literature on subsidiary roles and
knowledge flows in MNEs?

What are the most important factors
that influence the decisions made by
large Western MULTINATIONAL
COMPANYs concerning post entry
changes (PEC) in the BRIC markets?

Why these changes take place?

Which factors influence the selected
strategy after initial market entry has
been made?

Why do firms change or do not change
their modes of foreign operation?

How do firms decide to change the
foreign operation mode?

What role do timing-aspects play in the
switch of foreign operation mode?
How does the change of foreign
operation mode influence the firm's
success?

Can success pattern of mode switching
be identified?

What are the main reasons for mode
changes - increases as well as
reductions?

Literature Review

The paper uses a qualitative study
to explain and explore PEC
strategies in each of the four BRIC
markets, using case studies of
three Italian large MULTINATIONAL
COMPANYs: Artsana, De Longhi
and Luxottica.

Large-scale survey of 192
companies

265 German firms were
interviewed on 320 mode changes
with a questionnaire.

PhD Thesis Mario Gehrlein

The authors re-conceptualized the internationalisation process as heterogenous process
of strategic development of subsidiaries in overseas countries and regions. Additionally,
they delineate peculiar roles played by subsidiaries in pursuit of multinational enterprise
(MNE) headquarters' internationalisation strategies.

The study finds that firstly BRIC markets should not be seen as a whole, as academic
literature has a tendency to suggest. Secondly, the study finds that country-specific
conditions directly affect PEC choices and decisions differently in each market.

This thesis focuses on the mode switching process of and which impact a mode switch can have on
the performance in a foreign country.

Final Outcome:

- The timing of the mode switch is a crucial factor

- Also non-switching companies can be successful

The results show that executives recognize a wide range of reasons for mode
change, but the importance and magnitude of those stimuli differ for mode increases
and
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11

12

13

14

GUmiu &
Apak
(2011)

Benito et al.
(2011)

Osmundsen
(2012)

Freeman et al.

(2013)

What are the basic suggestions for the
enterprises to achieve business
success and to acquire growth, staying
power and competitive advantage?

Which, and how and why, companies
combine clearly different foreign
operation modes?

How is the internationalisation
process of a multinational company
(MULTINATIONAL COMPANY) is
shaped and formed by actors
engaging in collaborative inquiry?

How do managers move through the
de-internationalisation (exit) to re-
internationalisation (re-entry)
process?

How do they choose their patterns of
internationalisation?

Literature Review

In this paper, detailed information
about the operations of six
Norwegian companies in three key
markets (China, UK and USA) is
used as the basis for an exploration
and to answer the research
questions.

The paper is based on a qualitative
comparative study of
organizational units in Norway,
Sweden, Mexico, the USA, South
Korea and Poland. Over a four-year
period, 165 interviews were
conducted with both employees
and management.

To address these research gaps,
this study draws on 26 in-depth
interviews with senior managers
across nine Australian born-
globals.
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reductions. While performance and external environment increase the likelihood of
mode

reductions, internal environment and managerial attitudes induce mode increases.
Moreover, stimuli for incremental and radical mode changes differ as well.

Merger has become attractive for companies on the basis of the facts that the
companies, which worry about their survival in the face of the rapidly changing
competitive conditions or which aim to grow stronger in the face of fierce competition,
plan to grow by merger and even to have a say in the markets by showing themselves off
on the international stage.

The study reveals that companies tend to combine modes of operation; thereby
producing unique foreign operation mode “packages” for given activities and/or
countries, and that the packages are liable to be modified over time — providing a
potentially important optional path for international expansion.

Through a perspective on learning, it is possible to show how organizational members
make use of their institutional environment as they mutually attempt to build shared
ideologies for conducting their business. To view organizational change as a learning
process allows for explaining how both actors and structures intertwined represent the
dynamic for change. Cultural-cognitive institutions are seen here as active living
phenomena which are created and enacted by individuals in their historical and
geographical contexts.

Moving between outward and inward-oriented activity as they de-internationalize and
reinternationalize is used as proactive strategic re-structuring by born-global managers
for survival during periods of global economic decline or changing competitive
conditions.
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15

16

Nan
(2013)

Egger et al.
(2014)

Fonfara et al.

(2016)

What determines whether exporting
firms move to OFDI as part of their
outward internationalisation strategy?

What strategic assets do Chinese firms
intend to acquire through cross-
border merger and acquisitions
(CBMAs) and whether a partnering
approach is a viable strategy for post-
CBMAs?

Does the hybrid entry mode that
incorporates OFDI by exporting firms
lead to better performance than those
that focus on exporting only?

What are the key driver of gradualism
in the genesis of MNEs' foreign
affiliate networks?

What changes and transformations of
networks and relationships are
currently happening in the business
realitiy?

Hypotheses are tested using a
recent survey of Chinese
privately-owned enterprises.

Literature Review

This article serves to announce the
32nd Annual IMP Conference that
will be held in Poznan, Poland, this
year

where discussion will focus on
change and transformation of
networks and relationships.
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Focus on the mode switching process and especially on the factors which are the determinants for a
mode switch

Final Outcome regarding the determinants:

- Productivity

- Technological Capabilities

- Export Experiences

- Industry conditions

These factors are the main drivers for a mode switch.

Provides the first systematic analysis of the genesis of MNEs' foreign affiliate networks.
Proposes a theory of correlated learning across markets to explain foreign affiliate setup.
Finds support of that theory through an analysis of simultaneous versus sequential
market entry.

The research carried out in the beginning by the IMP Group was very phenomenon-
driven in character. Researchers associated with the IMP Group were linked because
they viewed companies as being a network of interdependent entities and this view was
commonly described in literature as the IMP network approach. Change is a
fundamental assumption embedded in the network approach. Changes occurring in
networks are caused by

interdependency, interactions and mutual adaptation.
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Appendix 3: Preparation Check-List for Semi-

Structured Interviews (Saunders et al., 2012)

Level of Knowledge

Level of information

supplied to the interviewee

Appropriateness of

Location

Appropriateness of the
researcher’s appearance at

the interview

Nature of the opening
comments to be made when

the interview commences

Approach to questioning

Nature and impact of the
interviewer’s behaviour
during the course of the

interview

Demonstration of attentive

listening skills

Scope to test

understanding

Approach to recording data

Key Preparation Description

How might your level of preparation and knowledge affect
the willingness of the interviewee to share data?

What are the themes that you wish to explore or seek

explanations for during a semi-structured interview?

What type of information, if any, will be useful to send to
the interviewee prior to the interview?

Have you considered the impact that your interview

location may have on the interviewee responses?

How will your appearance during the interview affect the
willingness of the interviewee to share data?

How will you prepare yourself to be able to commence the
interview with confidence and purpose?

What will you tell your interviewee about yourself, the

purpose of your research, its funding and your purpose?

How will you seek to overcome concerns of the

interviewee regarding the interviewer’'s behaviour?

What concerns, or need for clarification, may your

interviewee have?

In particular, how do you intend to use the data to which
you ae given access, ensuring, where appropriate, its

confidentiality and your interviewee’s anonymity?

How would you like to record the data that are revealed to

you during the interview? Where this involves using a tape
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recorder, have you raised this as a request and provided

a reason why it would help you to use these techniques?

What will you tell the interviewee about their right not to
answer particular questions and to end the interview if they

wish?
Cultural differences and How will you seek to overcome potential issues related to
bias the reliability of the data you collect, including forms of

interviewer bias, interviewee bias and sampling bias?
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Appendix 4: Design of the semi-structured Interviews

Introduction:

Welcoming words
- Thank the participant for considering the request of the interview
- Introducing the research theme to the participant

- Explaining the purpose and aim of the research briefly and its progress to

date

- The previously explained and agreed right to confidentiality and anonymity
is reiterated (without the clear permission of the participant no information
will be outlined or released)

- The right of the participant to stop the interview whenever he / she wants

and his / her right not to answer any question
- Explaining the participant about what will happen with the collected data
o Where it will be stored?
o When it will be deleted?
o What will be released or used?
- Asking the participant to electronically record the interview

- Finally, asking the participant a last time for the permission to conduct the

interview and to sign the informed consent form

First part of the main interview — experiences with the mode switching

process:
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Main Themes:

The respective steps of the decision-making process of mode switching
Influencing factors of the decision-making process

Key actors of the decision-making process

The rational decision within the process

The Influence of the key actors’ behaviours and their experiences

Example-Questions:

Does the biggest independent lubricant manufacturer have a general

decision-making process of mode switching?

How is this decision-making process structured? / What are the single
steps of the decision-making process?

Are there also intuitive decisions in the process?
What rational aspects are involved in the decision-making process?

What are the external and internal environmental factors of the decision-

making process?
Who are the key actors of the process?

Does the human behaviour and the experiences of the key actors effect the

decision-making process?
o Ifyes, how?
What are the switching motivators?
What is the evaluation step within the decision-making process?

Which process step is influenced by the external and internal

environmental factors?
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- Are there specific external or internal environmental influencing factors at

the separated process steps?
- Who is doing the final decision and on which basis?
- Who is generating the alternative mode options?
- What is the generation Phase of the decision-making process?
- What is your position in this process as one of the key actors?
- Is this decision-making process part of the global strategy?
- What are your experiences within the decision-making process?
- What are the main challenges within the process?
- What are the advantages of the current process in place?
- What is the implementation step?
- Who is doing the implementation?

- If you could change the process or parts of it, what would be your proposal

(s)?

Second part of the main interview — interdependencies of simultaneous

internationalisation process and mode switches:

Main Themes:

- Interdependencies between simultaneous international activities
- Transfer and influence of best practices

- Global internationalisation and export strategy

Example-Questions:
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Do you think that there are interdependencies between simultaneous

international activities?

How do these interdependencies occur during the decision-making process

of mode switching?
Is it possible to group or cluster the interdependencies in specific sections?

When do these interdependencies exist between simultaneous

international activities?

Why do these interdependencies exist between simultaneous international

activities?

How do these interdependencies influence the decision-making process of

mode switching?

How are the interdependencies of simultaneous internationalisation

processes managed within the decision-making process?

Does the biggest independent lubricant manufacturer have a global
internationalisation strategy and decision-making process in place which
considers the interdependencies between simultaneous international

activities?

Final comment and conclusion:

Do you have any further contribution?

Do you have any useful secondary data which you can provide me for

further investigation?
Do you have any further question (s)?

Giving the participant the researcher contact details in case he / she has

further questions, ideas, information’s or input afterwards
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- The researcher expresses his THANK YOU to the participant!

388



PhD Thesis Mario Gehrlein

Appendix 5: PARTICIPANT INFORMATION SHEET

Title of the Study:

Management decision-making in the transition of a multinational company’s

internationalisation strategy

Researcher:
Mario Gehrlein

(PhD candidate/post graduate researcher at the Business School): University of
Gloucestershire, The Park, Cheltenham GL50 2RH. Tel.: +49 151 42408139. Email:

mariogehrlein@connect.glos.ac.uk.

This information sheet contains all relevant information related to the planned
research. If you would like to participate in this study, please read the information
sheet, the privacy notice and the informed consent form that is attached to it carefully.
After you have read them and wish to participate, please sign the informed consent

form and return it to the researcher.

It is important that you feel comfortable about your contribution. Please feel free to

ask if any aspect is unclear or in case you need additional information.
1. Purpose and aim of the expert interviews

The expert interviews are part of my doctoral thesis, which | am writing at the
University of Gloucestershire (United Kingdom). The aim of this research is to
understand a global firm's management decision-making process during their
transition between international entry strategies and the reason how these mode

switching activities occur. The study will develop a new process model to illustrate
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and explain this business activity and expand the international management literature

base.

2. Your participation
2.1. Do | have to take part?

You are being invited to take part in this research because we feel that your
experience can contribute much to our understanding of the decision-making process
of mode switching within multinational companies. This study is voluntary. You will

only be included if you provide your permission.

2.3. Can | withdraw from the study?

You will be free to withdraw at any time and without giving a reason up to one month

after the interview has taken place.

2.2. What happens, if | take part?

The expert interview will take place face-to-face in an appropriate setting and at times
that are most convenient for you. It will last for approximately one to one and a half
hour(s), depending on the information provided during the interview. The interview will
be audio-recorded with your permission. The interview is semi-structured which
means some questions and topics are prepared from me in advance, but | intend to
add questions and topics depending on the content you are providing during the
interview. At the beginning of the interview, | will introduce myself and the research to
you and respond to any questions or issues you might have. After verbally
reconfirming your consent to participate in the study (including the audio-recording of
the interview), | will ask you questions related to the research project. As a reminder:
you will have another month to withdraw from the study starting the day of the

interview.

2.3. Are there any risks in taking part?

There are no known physical, social or psychological risks associated with taking part

in this study. However, some questions asked during the interview, may be personal
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and may cause some distress. You do not have to answer any interview question that

you do not want to.
2.4. Are there any benefits to taking part?

There are no monetary benefits to taking part in the study; as your participation is
voluntary, you will not be paid. Potential costs and/or expenses will be incurred by
you. However, your contribution may help to better understand the decision-making
process of mode switches within multinational companies and provide new insights
for follow-up studies. Please let me know, in case you are interested in obtaining a

summary of the study.
3. Anonymity and confidentiality

Your personal information (i.e. any information from which you can be identified
directly or in combination with other information indirectly) will be replaced by e.g.
pseudonyms in the interview transcripts, the study and the thesis. Personal
information (e.g. names) and data (e.g. transcripts, narratives and the thesis) will be
kept separately and safely. All folders on the computer will be protected with
passwords. Local legislation (e.g. the General Data Protection Regulation (GDPR) in
the European Union) will be respected. Personal information will not be disclosed to
anyone outside the University, to third parties or published in the thesis or other
publications. Anonymised data may be used for further research or to support

publication.
4. Results

Findings will be primarily published in my thesis which will be published in the library
of the University of Gloucestershire. As the researcher is connected with the
investigated company and the company does not want to disclose any actual
information to the competition, the researcher will ask the University of
Gloucestershire for a temporarily embargo of 2 years for his thesis at the end of the
research process. This means that the thesis will not be published before the embargo
is ended. This will ensure that no actual information from the investigated company

will be published. Due to the nature of the study, interview transcripts will be published
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as part of the research. Anonymity and confidentiality are ensured at all times. In case
you are interested in the results of the research, please let the researcher know in

order to discuss how the findings can be made available to you.

5. Licence

By participating in the study, you grant the researcher an irrevocable, unlimited, non-
exclusive, worldwide licence to download, copy, modify, distribute, perform, and use
the transcripts of your interview for free, including for commercial purposes, without

your permission.

6. Funding of the study

There is no funding for this study.

7. Contact information

Mario Gehrlein (PhD candidate/post graduate researcher at the Business School):
University of Gloucestershire, The Park, Cheltenham GL50 2RH.

Tel.: [Tel No. redacted]

Email: [email redacted]

Thank you very much for your participation!

Best Wishes,

Mario Gehrlein
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INFORMED CONSENT FORM

Title of the Study:

Management decision-making in the transition of a multinational company’s

internationalisation strategy

Researcher:

Mario Gehrlein

(PhD candidate/post graduate researcher at the Business School): University of
Gloucestershire, The Park, Cheltenham GL50 2RH. Tel.: +49 151 42408139. Email:

mariogehrlein@connect.glos.ac.uk.)

I understand that | have been asked to participate in a research study.

I understand that my participation involves

e an interview session

| have read and received a copy of the attached participant information letter. With my

signature, | confirm the following:

e | have read and received a copy of the attached privacy notice, which is also
available on the University’s website
(http://www.glos.ac.uk/docs/download/Privacy- notices/Research-
Participants-Privacy-Notice.pdf).

¢ | understand the benefits and risks involved in taking part in this research
study.

e | understand that | am free to contact the researcher (and supervisor) to take
the opportunity to ask questions and discuss this study.

¢ |understand that | am free to refuse participation, or to withdraw from the study
at any time before the interview and within one month after the interview,
without consequences, and that my information will be withdrawn at my
request?

¢ | understand that my data will be kept confidential. | understand who will have
access to my information.

o | agree that the interview will be audio-recorded and subsequently transcribed.
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e | agree that this form contains my personal information that can be seen by
designated faculty staff and auditors.
e | have understood how the data (e.g. interview transcripts, etc.) will be used.
e | have read and understood section Five of the attached information letter

concerning the “licence”.
e | consent voluntarily to take part in this study.

Printed name of the participant:

Signature:

Date:

Preferred contact number:

Email:
Statement by the researcher

With my signature, | confirm that the participant was given an opportunity to ask
questions about the study, and all the asked questions by the participant have been
answered correctly and to the best of my ability. | confirm that there has not been

coerced into giving consent, and the consent has been given freely and voluntarily.

A copy of the Participant Information Sheet, the Informed Consent Form and the

Privacy Notice have been provided to the participant.

394



Printed name of the participant:

Signature:

Date:

Preferred contact number:

Email:

PhD Thesis Mario Gehrlein
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Appendix 6: Initial Code Overview

Short Cut Decisions | Rational Decision | Multiple Decision-Making
) . Process Process
Flexible Decision-
Making Data analysis Interdependencies
Low Risk Starting Impulse Role of Interdependencies
Logical Conclusion Incremental Process Handling
L ) . interdependencies
Decision-Making Strategic Process
Culture Internal Interdependencies

Decision Making

Global Strategy ) External
Mode Options .
] o Interdependencies
Matrix-Organisation .
Influencing Factors _
Learning Process

Export Strategy . )
Internal influencing
Company Culture Factors
Supply Chain External  Influencing
) Factors
Synergies
Quantitative

Decision Alignment
Influencing Factors

Local
_ Qualitative Influencing
Entrepreneurship
Factors
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Appendix 7: First Concept Map
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Appendix 8: Final Concept Map
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Appendix 9: Extract of a Colour Coded Interview

Transcript

If you say it is not economically driven, can you also say it is not based on

quantitative arguments and figures?

For example in the middle east, how did that change happen? llZRdellellil [t

a group participates in a global tender of a global key account. Some of these
countries fell within responsibility of our joint venture and they were exchangea
for other businesses for which our joint venture was not responsible. That wa

the counter transaction for the responsibility. That was one thing.

The other one in the past, where | have a positive picture, is e.qg. The eastern
european country. There we had a local partner and partly also supplied large
end customers directly. A local holding company was then founded there and
I think that this has a benefit for the holding because we simply have more staff

on the local market.

All in all, however, | am not sure whether the establishment of a national
company will always bring out the maximum possible profit. Of course, if you
have a national company in The eastern European country, the focus of the
managing director is on this country. In other words, local sales people are
hired and decisions are made with local glasses. Finally, the managing director
has to report to the division manager.
might need its own accounting, human resources, controlling, office service

t would be more efficient and better from the costs.

~

But does that mean that your suggestion still involves the sales staff being
hired by the holding?
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Not necessarily, but this could be done. From my point of view, it is always
good when employees are employed directly at the holding, because then you

have direct access, both in the positive and negative sense.

If we come back to the decision-making process now, how does the decision-
making process work at the holding? Who are the decision-makers?

I don't think there is a defined decision-making process. What | think is bad. I

think a lot is driven by inner political or personal goals or opinions. Rl )ALl
companies were founded [HilHOUNGRICaNCCONOmICIanaleIsl ~or example,

how we are currently doing this in the project for A small country in Europe was
an extraordinarily in-depth analysis. Um, decision makers are usually regional

managers who are responsible for the region and report to the board.
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Appendix 10: Invitation E-Mail

Dear....,

| am approaching you regarding my PhD thesis, which | started 2 years ago as

a part-time student at a university of Gloucestershire.

After an intensive literature research and the development of my
methodological approach, | am currently conducting my data collection in the

form of expert interviews.
The title of my work is as follows:

»Management decision-making in the transition of a multinational

corporation’s internationalisation strategy”

In my opinion, you could give me interesting and helpful input for my PhD
thesis with your expertise and | would therefore like to ask you if you would be

willing to conduct an expert interview with me?

If you agree to be available as an expert, your data will of course be
anonymized. In order to give you a better overview regarding the handling of
your data and the consequences of your possible consent, | have prepared the
attached "Participant Information sheet". For completeness | have attached the

privacy policy of my university ("Privacy Notice").

| will be happy to explain the details to you personally shortly before our
interview - you can cancel your participation at any time (before and during the

interview) if you change your mind and still do not wish to participate.

| would be very pleased to receive positive feedback from you. If you have any
questions, please feel free to contact me at any time.
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Appendix 11: List of codes Extracts

Short Cut Decisions

Particpiant Quate Sub theme
1|So we at the holding are not dor y¥. When it's about shortcuts. So we don't deal with bad com promises, because they never pay off in the end until they have been cleared up again. Flexible Dedsion-Making
2|1 know that « ies were founded without any real e L lysi Best Practices

The dedsion-making pracess for launching a subsidiary has certainly been presented in a very simple way. The final conclusion that a local subsidiary will be established in Chile is actually a
wery logical condusion if you look at the map and spend half a day looking at the countries and the lubricant market in South America. Then everyone would say that makes sense

Logical Conclusion

o

On the basis that there was a cerlain market potential in Chile and that the corresponding high-margin product segments have a high potential in which our brands could be well placed,
it was justified that a local subsidiary in Chile would make sense.

Logical Conclusion

o

1 think the of a local y in Chile is also a country where there is little to explain. if you wanted to do this ina country with a much smaller market, volume and potential,
mare people would surely be interested and want a more detailed business plan or the dedision would be based mare on numbers, data and facts. But since Chile has a lot of inhabitants, is very
European, therefore the political risks are rather low e g. regarding currency devaluation or political unrest, the risk was

Low Risk

~

No, | don’t think that this could happen. At least there are existing the figures and b of the existing b in a country.

Decision-Making Culture

1 think that sometimes, there are ad-hoc decisions that are made from the management board only and are not followed the before discussed process. | mean the management board is
really looking from the highest positive level on the different subsidiark kets and ¢ ies and o ly they might have knowledge or ideas which individua | managers could not
recognize.

Flexible Dedsion-Making

-

1 think that 60% of the dedisions are made on the process and a business plan and 40% based on ad-hoc dedisions. But | also think that this will change in fulture and that the percentage of
the decdisions based on a business plan and the process will increase due to the new global functions which are currently established at the holding. And these new global functions will have an
impact on the decision-making process and will become main key actors in future.

*the complete code book is submitted with a one drive link and can be accessed.
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Rational Decision Process

Particpiant Quote Sub theme Code
Well, I've actually seen it all, from market development where
1|we have a distributor, to the beginning of export where demand is high enough for export without a direct local presence. Mode Option
The story was so, uh, the family or conklumarat had a jaint venture with a competitor which was a very well-known brand......
..You have to say, the Saudis had 70% of the joint venture, so the local investors and 30% had the competfitor, but the brand came from the competitor. And the dissatisfaction,
the details are unimportant, | think, but the dissatisfaction was so great that the local family intended to find a new partner and then everyone came, the Shells, the Castrols, the
1|Elfs, etc., all known names wanted to take this market in their hands, because the competitor apparently flies out and takes owver this 30%. Starting Impulse Competitor
The result was that we said we would give you a produdtion license. We have developed a system and that's what 1 saud earlier, it's not anywhere else in the holding world or
outside the region. Um, we'll give you the license, a Production Licence Agreement as a contract, if you sign this Call-Option Agreement. So a promise to prepare for a joint
1 |venture Mode Option
That was the idea behind it. That means we have gone one step further. Between the distributor and our own company or joint venture, we brought this joint venture into Spe.
For the sake of completeness, there was no put option, onlya call option. Le. we could buy, but the distributor couldn't say you had to take over my percent now, because | have a
1 |problem at the moment, e.g. no successor. Mode Option
Of course our partner did it, because we couldn't match the amount, that was out of the question and 1 could tell him back then and we didn't have to wait for the nght of
first refusal and the deadlines at all. So they did that and we start again from scratch and faunded something new. Of course not completely from zero but that would now go too|
1[far. Starting Impulse Competitor

-

'We thought we had south and east with which we could cover the regions and we had to do something in the west. In the west, for example, there is Nigeria and there we have
to get in and how do we get in. That is purely an internal impulse, where we say that if we want to use Africa as it offers itself, then we have to get there. Then we put cur (EO
and CFO on the plane and took them there, talked to the Chamber of Commerce and then saw what opportunities arose.

Starting Impulse

Business Growth

Um, good question. It's not very formalistic. Sure, you present a few framework parameters and | have it on the screen for the next GMC. Added plans are opportunities,
there are risks, there are the big orders of usiness, the market, achievable market share and 5o on. You put the stage set there and then you let a few actors go through when

1|things are going badly, when things are going well. That's how | do it and that's how wirtually everyone does it. And then you collect opinions Data Analysis Business Plan
Ulimately, the decision lies in the region. That means it is not voted on in the end. There used to be a time when we decided topics like this, but most of the time these were
1| groups of broad topics and nat regional topics. We actually got away from that, too, and we disauss until we reach a consensus. Decision-Making

*the complete code book is submitted with a one drive link and can be accessed.
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Parficpiant  |Quole Sub theme Code

"The story was so, uh, the family or conklumarat had a joint venture with a compefitor which was a very wel l-known brand......

--You have to say, the Saudis had 70% of the joint venture, so the local inwestors and 30% had the com petitor, but the brand came from the competitor. And the dissatisfaction, the details
are unimportant, | think, but the dissatisfaction was so great that the local family intended to find a new pariner and then everyone came, the Shells, the Castrols, the Elfs, etc., all known

1 |names wanted 1o take this market in their hands, because the competitor apparently flies out and takes over this 30%. ™ External Qualitative, Competitor
S0, there are people who are wery sirongly extrinsical ly motivated, they want to win the prize and win the money for it or they want to maximize their salary and the share they have of all
1 [that and take that as the measure of all things. You can be successful with that if you can i with it Internal Key actors, Personal Behaviour
1| Ithink this is the original cell of what can happen in market devel it and you can't sink any deeper. Unless you have a negalive reputation. External Qualitative, fion
With this we created a pull, so that if we had to look for distributors again, we would now get completely different calibers, because now that the brand is known, we also have a
1| completely different atiraction. External Qualitative, fion
so we have high export barriers, sometimes 25 or even 30%, but if there are a lot of imports, the market pays the price and it is often the case that when one is locally produced,
1 the customs harriers are really raised in order to protect this local producer, so this interaction was there, even if we already had customs dufies in many markets. External Quantitative, Market, Market Barriers
[The holding is the name of the company, the founder, the brand, the technology, so we have practically nothing else. If a guy puls dirt on that name, it's dirt for everyone.
1|It's a high risk, we're going to control it ightly in terms of the content, the technology, what's used, the quality, the brand, the branding, everything. External Qualitative, fion

We hawve very strid rules in place, we have also introduced control mechanisms, but then you can produce. It costs a small royalty, which isn't much and it's more of a member fee and we
can't make a living from it, but it shouldn't cost nothing. But you would have to give us his call option, i.e. if you really work well, proper accounting, proper systems and you do your

1 |production as we want, you are profitable and you grow. Then we want to hawe the oplion to purchase 49% of the shares. Internal Qualitative, Controlling the market strategy
Soand now we are quite much further in the system. Not as far as | would like it to be, because we had Lo wail 5 years for a lawsuit, because our joint venture partners fought among
1 |each other. 50 we had literally lost 5 years in the development of this system and so it's a bit of a shudder Exdernal Qualitative, Partners, Personal Change

But I think it is still in the foundations, the right system to get along in such markets, the difficult markets like Iraq, Syria, etc.. In Morocco, for example, someone came, which may not be
1la gic market, but is good but rather small, and therefore not strategic, but we had a good partner and that is why we did it. External Qualitative, Market, Due Dilligence

Yes exactly and that's where a compeitor has pushed in and wants to buy the 50% of our option so that they can have it or snap itaway. This is dangerous because it happened in a country
with one of our license pariners. Then another competitor came and offered an insanely high amount, ewen if the amount doesn't matter. They offered 4-5 times the usual value and
snatched away our license factory. They put down a ic price that was fair enough and our partner told me and | had to honestly say take it. External Qualitative, Competitor

[

Otherwise we wouldn't be so active in some markets today because we made the decision there because we found a very good lol pariner. In one country, for emmple, we have a
lubricant expert who has researched and looked into who might be an option, found an investor who had nothing to do with lubricants, but had a pile of money to do with it Both then came
to us and said we could do something together. This was also done and the whole

thing was 15 years ago now and is a huge cooperation. In this case, this is also an external factor, because opportunity comes tous and opportunity plays a huge role. Circumstance f opportunity

-

*the complete code book is submitted with a one drive link and can be accessed.
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Particpiant ‘Ouote Sub theme Code
We primarily deal with strategic issues, but also with communication within the overall network. How can | sayrelieve, deslacken, deblock. If two people get caught up somewhere and there
1|are legitimate i that do not go in the same direction, we will try to show things to the last detail, what ething has led to Handling of ' denci Moderating
The second thing that goes a bit along with that was that there was a joint veniture of the competitor and the local family in middle east. With the same joint venture partners and which
inlcuded all the countries outside Saudi Arabia. They were supplied from Saudi Arabia, because there is a large plant that was built at that time and that is a big thing. | think it"s the fourth
largest plant in the holding, which most people don't know_ And, uhm, that wasn't part of the broadcasting package. Le_ this joint venture disappeared and they founded a new joint venture
between the holding and the local family and it really had to go into all countries, whether that now Egypt, Sudan, Syria, Iraq elsewhere, with dient ads, would you like to represent a German
1 |industrial product, contact us. External Parmer
1{Wehada an product, which of course counts a lot in the Middle East. Extemnal Cultural ! denci
1| Then intemational ers come and say, now | can also buy locally direct ly from a holding Role of Interd: dench ional O
Of course, this partner has good West African experience, infrastructure, etc— But they do not know much more about West Africa than we do. Then we'd rather go alone, leam and start
from scratch and have no partner for it later. That's such an experience, because you have to think very carefully about where you will enter into a joint venture. Not out of mistrust, because
1 hing can always go wrong, but you hawe to think about what the joint venture partner brings in External Parmer
it's more the sounding board concept So | bring something forwand, e g_ the topic in Pakistan, and what do we do now? What can we offer, what can we not offer, what risks, etc. and all
1[that d ibed and got feedback. How do the people feel about it, does have a parallel or experi have we ever missed it vhere? That's one point, collecting Handling of ' denci Global Al
There are certainly countries that, for example, have a plant and saythat | can easily deliver it to the neighbouring country and | don*t need my own plant there. Of course, | can imagine that
hhall could arise by ething was built up with | efforts or k people are afraid that they will lose their jobs, etc_ Of course these things r It | Market ibility
1|In the end the wanted it that wayand it was iously built up by the a conflict. Handling of k denci Global G I
| don't know if we are already coming to the interdependencies here, but there was an interesting case back then where we had started with Turkey. When we started there and really from
person zero. At that time, the export department, independent of the people involved, had two distributors in Turkey and small shops. These were to be protected. Then there was long
resistance over two years, until we sold with the local company a multiple of the export department business via the export department to our Joint Venture. Then everyone was happy First
1|it was like that the existing busi was defended, b it was also built up vhere and | can und, d that. It | Busi Transfer
1|The brand is present, the i ional ers can be served and so on. Role of Interd: denci ional O
If now the French holding company would only deliver with their export brand, then | wouldn't have any pain either, because we know that the employees of the French holding company
don't do business if they see another holding product, which we are also allowed to do under competition law, because we are acting as one group. But if you look dlosely now, you will also
find the English, the Spanish, the Htalians, etc. in this trace. In the end, everyone is trying to sell their goods to Africa it is difficult to get everything in onder, | in some ieswe
1|have up to three distributors who are all |ooked after by the holding company in South Africa, but were not acquired from South Africa. Internal Competition

*the complete code book is submitted with a one drive link and can be accessed.

405



PhD Thesis Mario Gehrlein

Particpiant |Quote Sub theme Code
The locahzation of individual products in China,

for example, has been going on for 3 years now and why is it taking so long? We still have to fly in products from Germany to China, and of caurse that Is very expensive. These are topics that
are discussed, even if it concerns only some, but all of them have the Global Head open and can contribute their part, even if you do not have everything down to the detail of the product of the
1 | previous production, the future production, why the transfer is so difficult, how are the market differences. Supphy-Chain Global Production network
The best of these distributors, 1 would simply say, said at some point.....

....and then one or the other came and said that without local production we could not get any further or we could not get any further. | can't st ve with the specialities, or | can do much
1 | more if | can produce locally. Supphy-Chain Production as own entity
would you say that the holding has a global expori siraiegy?

1 |No, 1 don't need to think about that, because we are in the process of building one. Export Stratgey

1 could imagine that our local subsidiaries might need its own accounting, human resources, controlling, office senvices and purchasing departments. Many positions will probably be combined
in one person. Howewer, 1 believe that this results in a great deal of blindness, because a lot of the same work s carmied out in the individual countries and a bloated organisational structure is

2 |created. And | could imagine, if you hire sales people physically locally in a country, with a good sales controlling, that it would be more efficient and better from the costs. 5 I

2 | The global export strategy of the holding looks like there is no global export strategy, which is bad from my point of view. Export Stratgey
That's why | think it's important that at some point a global export strategy is implemented, simply to minimize friction losses. | think that what has helped us to achieve this size is not the

2| right set-up in the export sector to grow further in the future. Export Stratgey
My personal opinion is that | would probably separate the production and distribution strategies. | think a global sales strategy would have to be estabished and | would assign the global sales

2 | strategy to one person, inchuding regional managers and including sales So | would blish my own export sales company for the global export markets. Supphy-Chain Global Production Network
As an export department we do not have the possibility to sell products from other national companies at all, but can only access the German portfolio. In other words, we are working as a silo

2 |and cannat acoess the global production network of the other marufacturing plants. Supphy-Chain Global Production Network

In principle, there are the national companies, which are vertically more or less set up as silos, and horizontally virtual cross-country divisions are introduced, which are supposed toform a
kind of matrix organisation. We already have such divisions for some market segments, e.g. for OEM sales in the area of first fill delveries to global key acoount customers. However, in my
2 |view this is not enough. Further divisions are currently being introduced, e.g. in the industrial sector. In my view, however, there is also a lack of a global export division. Matrix Organisation
But there 15 a lack of understanding for export somewhere and the Vice President for Industrial Sales did not consider the export department in this respect. In other words, export does

not play a role in many strategic considerations within the group. This means that many decisions are made without the understanding that we as the export department have built up expert
2 | knowledge. Export Stratgey
If we were to go back 10 years, when other responsible people were still in export roles, this would have been unthinkable in some stages, or would have triggered extreme resistance.

This is a sign that the company's culture s also changing and that it is clear that optimising one's own area of responsibility Is not the right thing to do. But it is definitely a critical element for
3 |success and if you ask why, of course because peaple don't see the whole company, but sometimes their own area and also their own egdism, you have to say. Company Culture

*the complete code book is submitted with a one drive link and can be accessed.
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Appendix 12: Approval process within the selected case company

1. Step: Discussing the research problem and project with the
manager of the researcher.

|

2. Getting the approval from the direct manager to do a part-time
PHD study.

:

3. Discussing the research problem and project with the managing
director of the selected case company.

!

4. Getting the Approval from the Managing Director and starting the
research journey
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