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Learning Objective 2

Evaluate different entry modes
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International Marketing Course
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What are the implications for the company 

when expanding business?
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3 operative 
dimensions 

of going 
abroad

Market potential / 
product fit

Investment (cost)Involvement & 
risk management
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Risk management matrix
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Probability- 
how likely is a risk 

to happen?

Impact -
 if it happens, how big is the 

damage for the 
business/project?

Outline a 

CONTINGENCY PLAN!
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1. International Marketing Strategies 
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Jeannet, J.-P., Hennessey, H. D., & Jeannet, J.-P. (1992). 
Global marketing strategies. Boston: Houghton Mifflin.

Market coverage 

& 

asset allocation
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Considering the investment, 

How many types of expansion do we have?

11



Prof. Antonio González Ph.D.Prof. Antonio González Ph.D. 12

Non-FDI FDI 
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What is FDI?
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http://www.youtube.com/watch?v=I8w7Kv2aZPg
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1. Market Entry Strategies 
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Non-FDI FDI 

LOW Cost/Risk/Involvement

Degree of 

Involvement

Exporting

Licencing

Contract 
Manufacturing

Joint Venture

Equity stake
Acquisition

Own affiliate 

HIGH

 Cost/Risk/InvolvementKeegan, W. J., & Green, M. C. (2015). Global marketing. Upper Saddle 
River, N.J: Pearson/Prentice Hall.
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1. International 
Marketing 
Strategies:
Non-FDI
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A) Exporting
- Many countries do not offer a market big enough 

to justify a branch/factory/sales office/affiliate

- Companies manufacture a product from one 

country to many, obtaining economies of scale 

- Exports add volume to current production with 

high marginal profitability  

- It can be direct or indirect exporting

1. Market Entry Strategies: non-FDI 

https://youtu.be/JdCgu1sOPDo
https://youtu.be/wSGn3ZBvvy0
http://www.youtube.com/watch?v=jcXcXmFwc0I
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Indirect Exporting
- Companies located in the home country (production country) support the 

process of moving the goods away

- It simplifies the process, specially when it is the 1st try

Direct Exporting
- It happens when the company moving aways its goods exports through an 

intermediary (ie wholesaler, distributor, importer) located in the foreign country

1. Market Entry Strategies: non-FDI 
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Direct Exporting - option 1: wholesaler/distributor
- The channel partner earns a margin on the selling price of the product

- This intermediary margin it not a cost for the exporting company but also a lost 

opportunity for additional revenue

- Lack of promotion, control and selling organisation frequently pushes exporting 

companies to create its own sales branch

1. Market Entry Strategies: non-FDI 



Prof. Antonio González Ph.D.Prof. Antonio González Ph.D. 20

Direct Exporting - option 2: sales subsidiary
➔ Manufacturers exports their goods through their own affiliates in the foreign 

country, avoiding the distributors and gaining their markup on price

➔ The sales subsidiary (sales branch or sales office) takes the role of distributor:

◆ Manage the sale to customers in destine country

◆ Stocks the products and handles distributions

◆ Provide financial (manages risks) credit to customers

1. Market Entry Strategies: non-FDI 
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B) Licensing
Occurs when a company allows (for a period of time)a third party the right to use a patent (which protects a 

technology, a process or a product)or a trademark (that protects a brand) in exchange of money (fee or 

royalty). Companies do licensing because:

- Lack of money to invest (CAPEX) abroad

- No additional investment required and its yields additional revenues (royalties)

- Market opportunity can be too low to manufacture locally

- Lack of skills  for develop business globally

- Licensing adds volume to current manufacturing 

- Licensing absorbs political and economic risks

1. Market Entry Strategies: non-FDI 
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Example of Licensing:
Land Rover “Santana” in Spain at XX century



Prof. Antonio González Ph.D.Prof. Antonio González Ph.D. 23



Prof. Antonio González Ph.D.Prof. Antonio González Ph.D. 24

Franchising as a form of Licensing  

The franchiser makes available a total marketing program (brand, product, promotion, operations and even 

pricing!)

Examples:

- Fast food companies

- Hotel chain (Holiday Inn)

- Car rentals (Hertz)

1. Market Entry Strategies 
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License vs franchising 
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http://www.youtube.com/watch?v=RoEUMdZ28qo
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C) Contract Manufacturing
A company agrees to manufacture its products by an 

independent local company in the foreign country 

under the regulation of a contract agreement

Contract manufacturing is a convenient entry mode 

for foreign markets with low potential under 

protectionist policies, avoiding tariffs through local 

production

1. Market Entry Strategies: non-FDI 
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On opening a company in China
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http://www.youtube.com/watch?v=p7LLMLSpHuA
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D) Joint Venture (JV)
This form of cooperation between companies occurs when a company 

invites an outside party to share the stock of the ownership in order to 

exploit together an opportunity in the market or a given project.

- It secures both parties implication

- Normally happens between companies operating in the same 

industry but with different positioning to a given opportunity 

(resources, technology, HR, etc)

- Companies in JV share benefits, costs, management, production, etc

- It’s between FDI/non-FDI regarding partners’ agreement

1. Market Entry Strategies:  

http://www.youtube.com/watch?v=j8weokZzRDA
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Thelios: JV LVMH +  Marcolin

https://www.corriere.it/moda/business/19_ottobre_04/safilo-produrra-gucci-altri-tre-anni-rinnovata-l-intesa-96667ad2-e6c5-11e9-9d63-abc92eac7ace.shtml
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http://www.youtube.com/watch?v=oMDPL55Tok4
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2. International 
Marketing 
Strategies:
FDI
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ACQUISITION (Equity stake>Acquisition>Own Affiliate)

Direct investment to buy a foreign company as entry strategy will yield maximum control and rapidly entry to 

a foreign market

- Product and geographical diversification (remember Ansoff Matrix)

- Acquisition of expertise (technology, human resources, etc) 

- Governments normally welcome FDI since it increases employment and tax base 

- Acquisition is sensitive because it can be as matter of national pride since its replaces local ownership, 

even can be perceived as exploitation

2. Market Entry Strategies: FDI 
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Examples of acquisitions
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Examples of acquisitions II
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MERGERS 

- The opening of financial markets has facilitated the rise of mergers (and acquisitions)

- Mergers normally have to follow antitrust policies 

- Often, mergers imply divest to satisfy regulators

2. Market Entry Strategies: FDI 



Prof. Antonio González Ph.D.

3. Alliances & 
Agreements
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➔ Two companies pool all their resources and go beyond JV 

(where allocated resources are limited) joining forces by 

bringing particular skills or resources that complement the 

other partner

➔ 3 types of alliances:

◆ Technology-based

◆ Production-based 

◆ Distribution-based

38

3. Strategic Alliance & Agreements
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3. Strategic Alliance & Agreements - tech based
Normally @IoT and Biotech industries:

- Alliance to enter markets

- Exploitation of complementary technology 

- Co-creation and innovation
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3. Strategic Alliance & Agreements - production based
Particularly in 

automotive industry
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3. Strategic Alliance & Agreements - distribution based
Distribution based 

strategic alliances are 

becoming increasingly 

common



Antonio González Ph.D. - Sales & Marketing professor IE Business School

Remember:

We r selling

24/7!
Thanks for 

your attention
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