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 Background: International market expansion involves a strategic process of choosing 

an entry mode. This entry mode decision is crucial to ensure performance of projects 
and plays an important role in a firm‟s profit making and sustainable growth in 

international markets. However, each entry decision comes with its own benefits and 

risks, since each mode arrangement requires a different level of resource commitment, 
investment risk and strategic flexibility. The entry mode decision question is addressed 

in this paper by “how” the firm‟s business operation was carried out using various 

modes. Objectives: The objective of this paper is to determine the likelihood of 
Malaysian construction firms in adopting either equity or non-equity modes in their 

international operations. Questionnaire surveys administered to Malaysian construction 

firms operating in 51 countries worldwide have resulted in 62 responses. Results: A 
multinomial logistic regression analysis was carried out to examine the firms‟ entry 

mode decision. The result indicates that the model has correctly classified 79.2 percent 

of cases for firms adopted both equity and non-equity modes in international projects. A 
well-fitted entry mode decision modeling was established as follows: Logit (p) = Logit 

(p) = -1.158 + 2.028Firm - 1.533Performance. The findings reveal that the construction 

firm‟s knowledge of the firm and performance factors significantly influenced their 
decision to adopt the right mode of entry for their international operations. Conclusion: 

In sum, the entry mode decision model suggests that a firm‟s decision to choose 

combinations of equity and non-equity entry modes depends on their acquired prior 

knowledge and information related to firm and project performance factors. 
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INTRODUCTION 

 

 Market expansion is one of the most critical 

business strategies undertaken by firms to exploit 

opportunities in international markets. Increasing 

globalization creates both challenges and 

opportunities for construction firms (Comu, S., 

2015). However, the inevitable uncertainties and 

complexities associated with the international 

business construction domain have proven the 

intricacy of market entry decisions. Thus, the issues 

of entry mode decisions have become imperative for 

top management in organizational survival and 

success, in that a firm commonly faces questions to 

adopt an appropriate mode to enter the international 

markets. 

 Entry mode is an institutional arrangement for 

organizing and conducting an international business 

transaction or in a simple and a widely accepted 

term, a decision concerning “how” to enter the 

market. Entry mode decision can be described as 

various arrangements to make possible the entry of a 

firm‟s products, technology, human skills, 

management or other resources into a foreign country 

(Root, F.R., 1994). Previous studies have shown that 

choosing a suitable entry mode is crucial to ensure 

performance of projects (Chen, H. and M.Y. Hu, 

2002; Ozorhon, B., 2010). Chen and Messner (2009) 

further stressed that the entry mode plays an 

important role in a firm‟s profit making and 

sustainable growth. Hence, in selecting a suitable 

entry mode, an extensive environmental scanning, 

determination of opportunities and threats, and 

matching them with the firm‟s strengths are 

recommended (Chen, C. and J. Messner, 2011). 

However, each entry mode decision comes with its 

own benefits and risks, since each entry mode 

arrangement requires a different level of resource 

commitment, investment risk and strategic flexibility 

(Ahmad, S.Z. and P.J. Kitchen, 2008).  



381                                                                          C.M. Mat Isa et al, 2015 

Australian Journal of Basic and Applied Sciences, 9(31) September 2015, Pages: 380-388 

 Ahmad and Kitchen (Ling, F.Y.Y., 2008) looked 

into the international expansion strategies of 

Malaysian construction firms focusing on the entry 

mode choices and motives for investment. Firms tend 

to use international joint ventures as their preferred 

entry mode strategy, which permits firms to access 

locally-based complementary assets and markets. 

However, several other entry modes, such as 

strategic alliance, contractual agreements and 

exporting were also employed by these firms in their 

international business operations. The choice of the 

entry mode strategy seems to depend on the 

contextual circumstances in the host and 

international market, and impacts upon international 

market strategy. Different entry strategies lead to 

different levels of control over foreign operations and 

entry modes vary in terms of control, resource 

commitment, and investment risk. Straightforward 

and simple risks involved, flexibility and 

commitment of resources (i.e., the lower the 

commitment, the better) are among the reasons for 

choosing such entry strategies. Some of the entry 

modes are known as wholly-owned subsidiary, 

equity joint venture, project joint venture, exporting 

joint venture, alliances, franchising, licensing, non-

equity contractual modes and foreign direct 

investment (FDI) (Chen, M.Y. and J.Y. Chang, 2011; 

Chen, C., 2011).  

 Entry modes were grouped under four types 

used by the Singaporean construction firms in China 

[10]. These comprise of  (1) Wholly owned 

subsidiary: (i) Set up a branch office in host country, 

(ii) Set up a subsidiary firm in host country, and (iii) 

Merged/acquired a firm in host country; (2) Equity 

joint venture: (i) Set up a new firm by JV with a firm 

in host country; (ii) Set up a new firm by JV with a 

firm in home country, and (iii) Set up a new firm by 

JV with an international firm; (3) Project joint 

venture: (i) Undertake project jointly with a firm in 

host country, (ii) Undertake project jointly with 

another firm from home country, and (iii) Undertake 

project jointly with an international firm; and (4) 

Other alliances: (1) Form an alliance with the 

financial institutions, (ii) Form an alliance with the 

client from home country who invested in the host 

country, (iii) Form an alliance with the client from 

the host country, (iv) Form an alliance with a foreign 

client who invested in the host country. It was found 

that the two most effective entry modes were setting 

up wholly owned foreign subsidiaries and forming 

project joint ventures with local firms. Chen and 

Messner (Gudergan, S.P., 2012) identified various 

basic entry modes namely, strategic alliance, local 

agent, licensing, joint venture company, sole venture 

company , branch office/company, representative 

office, joint venture project, sole venture project, 

BOT/equity project and wholly-owned subsidiary. 

These modes were grouped as mobile and permanent 

entry modes used by firms in the international 

construction markets.  In generally, the entry modes 

are divided into two types: equity (EQ) and non-

equity (NEQ) mode. Since a comprehensive 

theoretical framework for both EQ and NEQ alliance 

performance has not yet emerged (CIDB Malaysia, 

2013),  thus this study chooses the EQ and NEQ 

modes in measuring the entry mode decision to 

contribute to the empirical aspect of market entry 

strategy.  

  

Methodology: 

 A quantitative method approach was adopted as 

the most appropriate strategy to explore the research 

problem, questions, objectives and anticipated 

analysis in this study. There is no formal registry of 

Malaysian construction firms that export their 

services into the international markets, thus the 

actual size of the overall population is not known. 

This research used a sampling frame based on 

Construction Industry Development Board (CIDB) 

Malaysia record, which are construction firms who 

undertook and completed projects in the international 

markets (Agarwal, S. and S.N. Ramaswami, 1992). 

The 2013 record indicated that only 115 firms were 

registered under Class A and Grade 7, as global 

players operating in more than 50 countries. Thus, in 

this study, the units of analysis are the Malaysian 

construction firms that engage in international 

business activities and have foreign market 

experience. The questionnaire survey was sent to 

these registered firms. Their involvement in 

international projects includes various sectors, such 

as buildings, infrastructure, branches of engineering - 

mechanical and electrical, power transmission and 

plant facilities, and oil and gas.  

 The questionnaires, which formed the basis of 

this study, are based on the framework for the 

research area used to answer the research questions 

regarding market entry mode decisions made by 

construction firms. A final version of the 

questionnaire was developed based on the comments 

from the pilot study together with feedback obtained 

from other researchers during presentation of 

research in conferences and seminars.  

 As shown in Figure 1, a multinomial logistic 

regression was used since the dependent or outcome 

variable has more than two categories (Leech, 

Barrett, & Morgan, 2005). In this study, the 

dependent or outcome variable has three categories 

namely, equity mode (EQ), non-equity mode (NEQ) 

and both equity and non-equity mode (BOTH). The 

analysis for entry mode decision was carried out to 

develop the predictive modeling by establishing the 

significant relationships between the dependent 

variables; entry mode decisions and the independent 

variables (known as predictor variables in the model) 

as shown in the theoretical framework. In this paper, 

only findings based on the logistic regression model 

is presented. 

 Table 1 describes the entry mode choice and 

type of scale used in the analysis. A multinomial 
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logistic regression model was established to 

determine the effect an increment of each of the 

independent variable (predictor) has on how likely 

the variable for the entry mode decision is to take 

value 1 (to choose equity modes only - EQ), value 2 

(to choose non-equity modes only - NEQ) and value 

3 (to choose both types of modes - BOTH).  Similar 

multinomial regression models were used by 

Agarwal and Ramaswami  (Ahmad, S. Z. and P.J. 

Kitchen, 2008) to test the models using: (1) "no 

involvement" as the base case from which deviations 

are interpreted (Model I), (2) using "exporting" as the 

base case (Model II), and (3) joint venture as the base 

case (Model III), in which all three of these models 

fit the data well. 

 
 

Fig. 1: Theoretical Framework for Entry Mode Decisions of Malaysian Construction Firms in International    

      Markets. 

 
Table 1: Description of entry mode choices.  

Type of 

Variable 
Construct Name Description Type of Scale 

Dependent 
Entry Mode 

Decision 

The modes chosen during international 

Equity: Strategic Alliance, Joint Venture Project, Joint Venture 
Company,  Build-Operate-Transfer Equity project, Wholly-owned 

subsidiariy 

Non-Equity: Local agent, Licensing, Sole Venture Project, 
Representative Office, Branch Office/Company,  Sole Venture 

Company 

Multi-nomial: 0 for 
EQUITY mode, 

1 for Non- 

EQUITY mode and 
2 for BOTH modes 

   

Multinomial logistic regression modeling: 

 Multinomial logistic regression modeling 

involves three steps: (1) determining the predictive 

ability of the model using a “classification table”, (2) 

model evaluation by carrying out the Pearson and 

Deviance statistic tests for GoF, Cox & Snell R2 and 

Nagelkerke R2 tests and Likelihood Ratio tests and 

(3) assessing the contribution of individual predictors 

based on a “coefficients of predictor variables in the 

equation” table. Two tests, namely the test of 

homogeneity of variance known as Levene‟s test and 

analysis of variance (ANOVA), were carried out. 

Levene‟s test was used to compare the factors 

influencing the decisions between EQ, NEQ and 

BOTH modes by the firms, while ANOVA F-tests 

were carried out to find whether statistical 

differences exist between the different types of entry 

mode decisions and the factors under study.  The 

results from the descriptive analysis and the logistic 

regression analysis are presented next. 

 

RESULTS AND DISCUSSION 

 

 Figure 2 shows percentages of the respondent‟s 

designation: Vice President (3.2%), General Manager 

(4.8%), Managing/Project/Technical Director 

(12.9%), Senior Project Manager (4.8%), Senior 

Project Engineer (3.2%), Project Coordinator (3.2%), 

Project Manager/Planner (9.7%), Project Engineer 

(24.2%), Contract/Quantity Surveyor/ Financial 

Manager (14.5%), Other Managers (19.4%). These 

managers were directly involved in their firm‟s 

operations and acquired international experience in 

planning, managing and controlling construction 

projects in international markets. Thus, this profile 

indicates a diverse background of top managers and 

professionals involved in international operations in 

this study. 

 Figure 3 shows percentage of the respondents‟ 

experience in international markets.  The data 

collected reveals that 26% of the respondents have 

acquired more than 10 years of international 

experience, 29% of the respondents have experience 

between 5 to 10 years and 45% of the respondents 

have experience between 1 to 5 years. Based on 

lengthy experience in years and from performing 

different leading positions within their firms, 

respondents were all knowledgeable about 

international operations. Thus, the respondents have 

gained the necessary international construction 

background to participate and give reliable opinions 

in the questionnaire survey for this study. Next is an 

enquiry related to the entry mode decision, which 

required the respondents to select entry modes 

undertaken by their firms, grouped under equity (EQ) 

and non-equity (NEQ) modes. The respondents were 

allowed to choose any entry mode used by their firms 

under these two groups of entry modes.  

 Table 2 depicts the frequency of the types of 

mode adopted by the firms. There are five different 

modes listed under the EQ group, which are strategic 

alliance, joint venture project, joint venture company 

and build-operate-transfer equity project. There are 

seven different modes under the NEQ modes, which 

are local agent, licensing, sole venture project, sole 

venture company, branch office/company, 

representative office and wholly owned subsidiary. 

Under EQ modes, the ranking of the entry modes 

chosen by the respondents based on the frequency 

are as follows: Wholly owned subsidiary (26), JV 
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project (19), strategic alliance (19), JV company (9) 

and BOT (7). Under NEQ mode, the ranking is as 

follows: branch office/company (18), local agent 

(12), sole venture project (8), representative office 

(7), licensing (2) and sole venture company (1). 

 The overall results for entry mode decisions 

based on number of firms are shown in 3. Results 

indicate that 58.1 % (36) of the firms experienced 

using EQ and NEQ modes, while, 37.1% (23) of the 

firms preferred the EQ modes and 4.8% (3) of the 

firms adopted the NEQ modes in their international 

projects.  

 

 

      
 

Fig. 2: Percentage of the Respondent‟s Designation. 

 

 
 

Fig. 3: Number of Years of the Respondent‟s International Experience. 

 

Predictive Ability of the Entry Mode Decision 

Model:  

 Table 4 shows the classification table that has 

the ability to describe the predictive ability of the 

entry mode decision model.  In other words, the table 

provides an indication on how well the entry mode 

decision model distinguishes the firms which 

adopted the EQ mode, NEQ mode and BOTH modes 

in their international operations. The table shows that 

only 42.1% of the firms are classified under the 

“EQ” mode category, which indicates that the model 

correctly predicts those firms that adopted the EQ 

modes 42.1% of the time. None (0.0%) of the firms 

were classified under the “NEQ” mode category, 

which means that the model was not able to predict 

those firms that adopted the NEQ mode.  

 
Table 2: Entry Mode Decisions. 

Equity Modes (EQ) 

Code Definition Frequency % Frequency 

E1 Strategic Alliance 19 23.75 

E2 Joint venture company 9 11.25 

E3 Wholly own subsidiary 26 32.50 

E4 Joint venture project 19 23.75 

E5 Build-Operate-transfer 7 8.75 

  
80 100.00 

Non-Equity Modes (NEQ) 

 
Definition Frequency % 

N1 Local agent 12 24.00 

N2 Sole venture project 10 20.00 

N3 Branch office/company 18 36.00 

N4 Licensing 2 4.00 

N5 Representative office 7 14.00 

N6 Sole venture company 1 2.00 

  
50 100.00 
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a. The cut value is 0.50: 

 The entry mode decision model depicts a low 

predictive ability (42.1%) to predict the correct 

category for firms that adopt the EQ mode and with 

no ability (0%) to predict the correct category for 

firms that adopt the NEQ mode only. However, the 

entry mode decision model has an acceptable 

predictive ability (79.2%) to predict correctly for 

firms that adopt both types of modes. As a result, in 

the overall model, only 60% of the sample 

population was correctly classified. Thus, the model 

has the ability to predict the correct category for each 

entry mode decision based on the selected (well 

fitted) predictor variables. In this study, it is expected 

that the firms preferred to adopt both types of modes 

depending on their firm‟s resource capabilities and 

technical competencies. 

 
Table 3: Both Entry Mode Decisions Grouped under Three Types. 

Code Types of Entry Mode Number of Firms Percentage (%) 

EQ Equity Modes 23 37.1 

NEQ Non-equity Modes 3 4.8 

BOTH Equity and Non-equity Modes 36 58.1 

 Total 62 100.00 

 

Table 4: Classification Table for entry mode decisionsa 

  Predicted 
Percentage Correct 

  Entry Mode EQ NEQ Both 

Step 1 
Entry Mode 

Decision 

Equity Modes (EQ) 8 0 11 42.1% 

Non-equity Modes (NEQ) 0 0 2 0% 

Both EQ and NEQ (Both) 5 0 19 79.2% 

  Overall Percentage 28.9% 0% 71.1% 60.0% 

 

Model Evaluation: 

 However, the classification table for the entry 

mode decision does not give any measure of 

significance and is not easily comparable to measures 

of fit in linear regression. In the multinomial logistic 

regression analysis for the entry mode decision 

model, three groups of predictor variables (firm, 

market and performance factors) were regressed 

against the firm‟s entry mode decision to adopt the 

modes in their international projects. Thus, the 

following measures of model fit  were carried out 

under model evaluation. For the entry  mode 

decision, the Pearson and Deviance statistics tests 

was conducted to determine the GoF of the data into 

the model as shown in Table 5. 

 
Table 5: Pearson and Deviance statistics test. 

 Chi-Square df Sig. 

Pearson 54.421 74 .957 

Deviance 60.390 74 .873 

 

 The result reveals that both results from the 

Pearson and Deviance tests are significant: [χ2 (74) = 

54.421] with a significance level of 0.957 (p>0.05) 

and [χ2 (74) = 60.390] with a significance level  of 

0.873 (p>0.05).  The null hypothesis for both tests is 

H0: Model has good fit. Hence, both tests indicate the 

data fits the model. The results from the GoF tests for 

the entry mode decision model indicate sufficient 

evidence to claim that the model is worthwhile. 

Thus, the assessment of the GoF of the model carried 

out determined the appropriateness of the model. 

 

Cox and Snell R
2
, Nagelkerke R 

2
 and McFadden 

R
2
 Tests: 

 The Pseudo R-Square test provides an indication 

of the amount of variation in the dependent variable 

(entry mode decision in choosing equity or non-

equity modes)  explained by the predictor variables 

in the entry mode decision model. Table 6 depicts a 

model summary using the Cox and Snell R
2
, 

Nagelkerke R
2 
and McFadden R

2
 values.  

 
Table 6:  Model Summary using Cox and Snell R2,  Nagelkerke R2 and McFadden R2 Tests. 

Step Cox and Snell R2 Nagelkerke R2 McFadden R2 

1 .190 .233 .125 

 

 The values suggest that between 12.5% and 

23.3% of the variability is explained by the set of 

predictor variables towards the entry  mode 

decisions. 

 

Likelihood Ratio Tests: 

 The multinomial regression was also used to 

obtain the maximum likelihood estimates of the main 

effect and interaction parameters. Table 7 shows the 

likelihood ratio tests carried out to ascertain the 

significance of predictors (factors) of the entry mode 

decision model.  
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 Looking at the last column, the Sig. value for 

each predictor (0.075, 0.164 and 0.109) indicates that 

there is no significant main effect on the entry mode 

decision (if the cut point for p value is assumed to be 

< 0.05). However, when the cut point for p-value is 

increased to be < 0.10, it can be seen that only the 

firm factor has a significant main effect towards the 

dependent variable with p value of 0.075.  Thus, the 

results indicate that only one independent variable 

(firm factor) is significant towards the dependent 

variables (entry mode decision). 

 
Table 7: Likelihood Ratio Tests for Entry Mode Decision Model. 

Effect 

Model Fitting Criteria Likelihood Ratio Tests 

AIC of Reduced 

Model 

BIC of Reduced 

Model 

-2 Log Likelihood 

of Reduced Model 

Chi-

Square 
df Sig. 

Intercept 80.418 91.258 68.418 5.256 2 0.072 

Firm factors 80.336 91.176 68.336 5.174 2 0.075 

Market factors 78.776 89.616 66.776 3.613 2 0.164 

Performance factors 79.598 90.438 67.598 4.435 2 0.109 

 

Assessing the Contribution of Individual 

Predictors: 

 An assessment on the contribution or the impact 

of each predictor on the likelihood of the firm‟s entry 

mode decision to choose their entry modes in 

international projects was carried out. Table 8 known 

as “coefficient of predictor variables in the 

equation”, provides information on the contribution 

or importance of each of the predictors in the entry 

mode decision model. The entry mode decision 

model consists of three predictor variables, namely 

firm, market and performance. 

  
Table 8: Coefficients of Predictor Variables in the Equation for Entry Mode Decision Model. 

Modea B Std. Error Wald df Sig. Exp(B) 

95% Confidence Interval for 

Exp(B) 

Lower Bound Upper Bound 

Non-Equity (NEQ) 

Intercept -13.044 7.634 2.919 1 0.088    

Firm 1.935 1.671 1.340 1 0.247 6.921 0.262 183.114 

Market 2.600 1.715 2.298 1 0.130 13.460 0.467 388.145 

Performance -1.953 1.316 2.202 1 0.138 0.142 0.011 1.871 

Equity and Non-equity 

(BOTH) 

Intercept -1.158 1.879 .380 1 0.538    

Firm 2.028 1.096 3.423 1 0.064 7.597 0.887 65.082 

Market -.148 .554 .072 1 0.789 0.862 0.291 2.554 

Performance -1.533 0.907 2.858 1 0.091 0.216 0.037 1.277 

The reference category is: Equity Mode.       

 

 Based on this table, the coefficients (B) and 

“Wald” statistic values were used to identify the 

independent variables that are good predictors. It 

assesses the successive accuracy of a model by 

evaluating its ability to predict correctly the category 

for cases for which the outcome is known. By 

looking at the values under the sixth column labeled 

“Sig.”, the factors corresponding to the values that 

are less than 0.05 are the factors that contribute 

significantly to the predictive ability of the entry 

mode decision model. However, it is shown that 

there is no statistical significance for the entry mode 

decision if the critical value is set to 0.05. Thus, 

when it was set to 0.10, the firm and performance 

factors are found siginificant to be used in the entry 

mode decision model for “BOTH” modes. The 

findings indicate that only two predictors or factors, 

firm and performance are statistically significant 

having Sig. values of 0.064 and 0.091, respectively, 

which are less than 0.10. These factors contributed 

significantly to the entry mode decision model. 

Hence, it is concluded that for the firms to choose 

their entry mode decision into international markets 

depends, among other factors, on the firm and 

performance factors. 

 The table also shows that both predictor 

variables, namely the firm and performance factors 

correspond to the B values of 2.028 and -1.533, 

respectively. Thus, based on the “coefficient of 

predictor variables in the equation” table, the fitted 

entry mode decision model for “BOTH” modes, is 

established as follows: 

Logit (p) = -1.158 + 2.028Firm - 1.533Performance 

 Where, p is the probability of choosing to adopt 

both types of modes with the firm and performance 

factors as the predictor variables. 

 Nevertheless, as the percentage corrected for 

NEQ modes is 0% (due to a low frequency of NEQ 

modes), the logistic regression model for the NEQ 

modes cannot be established.  Another important 

element from the table is the interpretation of the 

odds ratio (OR), the values provided by the Exp (B) 

value in which the B values are used in the equation 

to calculate the probability of a case falling into a 

specific category of the entry mode decisions in this 

case, choosing “BOTH” modes. These values are the 

odds ratios (OR) for each of the predictor variables.  

The OR represents „the change in odds‟ of being in 

one of the categories of outcome when the value of a 

predictor increases by one unit. Since each predictor 

is a continuous variable, „increase‟ is reported for 
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values more than 1 of the odds for each unit increase 

in the predictor variable. On the other hand, 

„decrease‟ is reported for values less than 1 of the 

odds for each unit increase in the predictor variable.  

 Based on the overall results, the strongest 

predictor that influences the firm‟s entry mode 

decision to adopt “BOTH” modes is the firm factor 

(B = -2.028, p < 0.10), which recorded to OR of 

7.597 (OR>1). This indicates that a firm with more 

knowledge regarding firm factors is 7.597 times 

more likely to adopt both types of modes as 

compared to a firm with less knowledge of the firm 

factors, all other factors being equal. For each 

increase in firm factor score the odds of a firm adopts 

both types of modes increases by a factor of 7.597. In 

simple terms, the more knowledge a firm has on firm 

factors, the more likely a firm will adopt both types 

of modes. The second strongest predictor is the 

performance factor (B=-1.533, p <0.10), recorded to 

OR of 0.216 (OR < 1). This indicates that a firm with 

more knowledge regarding performance factors is 

0.126 times less likely to adopt “BOTH” modes as 

compared to a firm with less knowledge of the 

performance factors, all other factors being equal. 

For each increase in performance factor score the 

odds of a firm to adopt “BOTH” modes decreases by 

a factor of 0.216. In simple terms, the more 

knowledge of a firm has on performance factors, the 

less likely the firm will adopt both types of modes. 

 

Test of Homogeneity of Variance for Entry Mode 

Decision: 

 The test of homogeneity of variance known as 

Levene‟s test was carried out to compare the factors 

influencing the decisions between EQ, NEQ and 

BOTH modes by the firms.  The test establishes 

whether there is any similarity between the equity 

modes (EQ), non-equity (NEQ) modes and BOTH 

modes categories. The tests of homogeneity were 

performed for all factors as shown in Table 8. 

 
Table 8: Test of Homogeneity of Variances for All Factors. 

Factors Levene Statistic df1 df2 Sig. 

Firm factors 1.401 2 42 0.258 

Market factor 0.065 2 42 0.937 

Performance factors 1.088 2 42 0.346 

 

 The Levene‟s test shows under the Sig. Column 

for the firm factor: p = 0.258; market factor: p = 

0.937 and project factor: p = 0.346. Since all values 

are greater than 0.05, the assumption regarding the 

homogeneity of variance is acceptable. The results 

indicate that the variances of across groups for all 

factors are homogeneous; hence, the following 

ANOVA F-tests can be carried out to find whether 

there exist statistical differences between the entry 

mode decisions and the factors under study. 

  

Analysis of variance (ANOVA): 

 Table 9 shows the results from analysis of 

variance (ANOVA) for types of entry mode 

decisions and factors.  

 The results indicate that there exist no statistical 

difference between all types of entry mode decision 

and all three factors: firm: (F (2, 42) = 0.610, p = 

0.548); market: (F (2, 42) = 1.503, p = 0.234) and 

performance: (F (2, 42) = 0.086, p = 0.917). Since all 

Sig. values are greater than 0.05, the three groups of 

predictor variables (firm, market and performance 

factors) were normally distributed with no statistical 

difference between types of entry mode decision. 

 
Table 9: ANOVA for types of entry mode decision and factors. 

Factors  Sum of Squares df Mean Square F Sig. 

Firm 

Between Groups 0.772 2 0.386 0.610 0.548 

Within Groups 26.587 42 0.633   

Total 27.359 44    

Market 

Between Groups 1.534 2 0.767 1.503 0.234 

Within Groups 21.443 42 0.511   

Total 22.978 44    

Performance 

Between Groups 0.164 2 0.082 0.086 0.917 

Within Groups 39.836 42 0.948   

Total 40.000 44    

 

Discussion: 

 For the entry mode decision of the firms, the 

descriptive statistics indicates that a majority of the 

firms (58.1%) adopted combinations of equity and 

non-equity entry modes. This include strategic 

alliance, joint venture company, wholly own 

subsidiary, joint venture project, Build-Operate-

Transfer (BOT), local agent, sole venture project, 

branch office/company, licensing, representative 

office and sole venture company. The multinomial 

logistic regression analysis for the entry mode 

decision indicates similar finding to the descriptive 

analysis, where the entry mode decision model 

predicts correctly those firms that adopted both types 

of modes 79.2% of the time. In addition, a valid and 

fit entry mode decision predictive model indicates 

that the firm‟s knowledge of the firm and 

performance factors significantly influenced the 

firm‟s decision to adopt the right mode of entry for 

their international operations with firm factor as the 
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strongest predictor. Logically, larger firms have more 

ability to raise the needed resources for large scale 

and complex projects and assume more risks when 

they invest in international projects. However, within 

the Malaysian construction industry, these firms are a 

mixture of small, medium and large sized firms. In 

relation to entry  mode decisions, Argawal and 

Ramaswami  found that larger firms preferred equity 

entry modes. Thus, in this study, since there is a 

mixture of size of firms in the Malaysian context, 

both equity and non-equity modes have been chosen 

by these firms which have been strong resources and 

capabilities to venture and sustain in international 

markets.  

 Furthermore, the findings reveal that the firms‟ 

superior management and organizational dynamic 

capabilities were reflected by their abilities to assess 

the market signals and opportunities in international 

markets. Their commitment was reflected by having 

a high level of international experience among their 

managers to increase their ability to compete in 

international markets (Abdul-Aziz, A.R. and S.S. 

Wong, 2010).  By increasing the research and 

development activities, the level of knowledge 

increases and subsequently minimizing the risks 

involved in international market. 

 Other significant factors are related to 

performance based on quality management on 

product, service and human resource, availability of 

partner/alliance and existence of strict time 

limitations. Some firms were found to have 

established international relationships with foreign 

partners by joint ventures or other forms of alliance 

to seek synergistic alliances between home and host 

project partners (Abdul-Aziz, A.R. and S.S. Wong, 

2011). Thus, forming strong relationships with firms 

from either host country or from other foreign 

countries was encouraged to provide them the 

competitive edge in securing projects and 

establishing market presence (Gunhan, S. and D. 

Arditi, 2005). Delivering quality product or service  

to achieve-on-schedule and within-budget goals 

using modern management tools (Lu, W.,   2013), 

which was rendered through an efficient human 

resource, was found important and symbolized by the 

firm‟s strong brand name. In addition, successful 

project delivery within the stipulated time using 

appropriate entry mode strategies, such as smart 

partnerships or alliances facilitated the firms to 

establish a strong foothold and reputation in 

international markets. 

 In sum, the findings from the logistic regression 

entry mode model suggest that a firm‟s decision to 

choose combinations of equity and non-equity entry 

modes depends on their acquired prior knowledge 

and information related to project factors.  

 

Conclusion And Recommendation: 

 The objective of this study was to determine the 

likelihood of Malaysian construction firms in 

adopting either equity or non-equity modes in their 

international operations. Thus, a direct multinomial 

logistic regression was performed to assess the 

impact of a number of predictors on the likelihood 

that firms would choose their entry modes in their 

international operations. The entry mode decision 

model established three predictor variables (firm, 

market and performance). Finally, the full model 

containing two predictors was statistically 

significant, [χ² (2) = 5.174, p < 0.10], indicating that 

the model was able to distinguish between firms that 

choose to EQ modes only and firms that choose both 

types of entry modes. The model as a whole 

explained between 12.5% (Mc Fadden R
2
) and 

23.3% (Nagelkerke R
2
) of the variance in the entry 

decision model, and correctly classified 60% of 

cases. Only two of the predictor variables made a 

unique statistically significant contribution to the 

model (firm and performance). The logistic 

regression model of the entry mode decision was 

well fitted with two significant predictor variables, 

namely the firm and performance. This indicates that 

the firm‟s knowledge of these two variables, 

especially firm factor as the strongest predictor, 

significantly influenced the firm‟s entry mode 

decision to adopt EQ modes in their international 

operations. 

 In general, the firm‟s management and 

organizational capabilities motivated the firms to 

assess various market potentials and opportunities in 

international markets by adopting combinations of 

entry modes. In order to compete and sustain in 

international markets, the firms enhance their level of 

international experience and manager‟s competency. 

They minimize the risks in international markets by 

increasing the level of research and development 

activities and knowledge to acquire adequate project 

information and subsequently adopting suitable entry 

mode.  

 This study has made some significant empirical 

contributions to the international market entry mode 

decision strategies for construction firms. However, 

there are some limitations in terms of the scope of 

this study. The study did not distinguish between 

entry mode decisions within a group and therefore, 

the decisions made with regard to entry mode might 

have been influenced by different sets of factors. 

Further research could examine the relationships of 

the entry decision dimensions and factors by 

determining any causal sequences using structural 

equation-modelling (SEM) for a larger sample size of 

firms. 
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