
likely to have a stronger effect on a local market orientation than on an export ori-
entation. The latter, by contrast, relies more on cost and tax factors. Plants produc-
ing for an export market can be located with little regard for domestic demand.
Therefore, cost and tax factors, together with strategic factors such as investment
incentives, input logistics, labor productivity, and infrastructure, are prominent
microcontextual determinants underlying this location strategy. For example,
many U.S. companies relocate their production facilities just south of the
U.S.–Mexico border. These factories, called maquiladoras, assemble imported, duty-
free components into finished goods, most of which are then reexported to the
United States. In addition to benefiting from lower labor costs, these companies
enjoy reduced transportation costs, eliminated tariff burdens, and logistics conve-
nience. Currently, approximately 4,000 maquiladoras with over 1.2 million
employees operate along the border zone, accounting for nearly one-third of
Mexico’s industrial jobs and 45% of its total exports (see Exhibit 10.2).

Finally, the dual-emphasis orientation may be influenced by all five group
factors. In other words, the dual-emphasis orientation necessitates the most
comprehensive scheme in the appraisal of locational determinants. Levi Strauss
& Company’s three manufacturing facilities in Mexico, located in
Aguascalientes, Naucalpan, and Teziutlan, are ideal for this dual pursuit. All
these facilities are close to Mexico City and physically close to California (the
U.S. headquarters). About a half of the jeans made in these facilities are exported
back to the United States while the other half targets local consumers (about
25% market share in Mexico).

1. When selecting a foreign location, managers need to consider not only cost
and tax factors but also market demand, investment infrastructure, regula-
tory and economic environments, and sociopolitical factors.

2. Managers should choose a foreign location that not only provides a favor-
able investment environment but also helps fulfill the firm’s objectives
underlying international entry.

Timing of entry involves the sequence of an
MNE’s entry into a foreign market vis-à-vis other

MNEs (i.e., first mover, early follower, and late mover). Timing of entry is impor-
tant because it determines the risks, environments, and opportunities the MNE
may confront.6 In today’s increasingly integrated global marketplace, where
demand level, consumption sophistication, and rivalry intensity are all chang-
ing drastically, the decision on when to embark on international expansion is
critical for transnational operations. Transnational investors are likely to have
more preemptive investment opportunities in foreign markets than in their
home markets. This is largely because of the different market and industry struc-
tures between home and host economies. By investing in a foreign market, a
later mover in the home country could become an early entrant in the host
country. It could enjoy more favorable business opportunities in sectors that are
in early stages of the industry life cycle in the host country market or in indus-
tries in which it has distinctive competitive advantages. Aside from noticing an
opportunity, the decision on when to invest is broadly based on an entrant’s
assessment of entry barriers erected by a host government and existing firms,
relative to the factors promoting entry. Potential entrants weigh the expected
benefits and costs of entry; entry occurs when the former outweigh the latter.
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Interim Summary

TIMING OF ENTRY (WHEN)
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