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1. IntrodllotiQI'\ I 
the. reallsaUoh . of .th~ '~~rQP~~nObttrmon M~rket h~$ "'~~"OI'~lmPQttaht 
1m pllQations on$trtlte.atQd$ol$IQn$Qf~gtQ~fQQqflrmtl serving ith$~9tope~h 
markets. On the one h~nd.the$eQh~nge$ .~ren9)(p~otedto Opel 'lJP$pmenew 
opportunltlGS oflnternatfotlalgrowth and develop.m~nt,byt Qnt eoth~r hand It 
will, togath~r with the expanelonof mulUn~tlQnal opmpan~~Si INorease the 
com~"leUUve preS$LJros pnln()urnbent firms within the food Ind~ijtry, 

I 
ThiS paper does not attempt tooover the full range. of o~tiQrtunIUe$ andthrattttl 
emerging from the raallsationof the Single European /lI(arket and Its' Impaot on , 
European and non~europaan firms. It ooncen~~b~$ on. the analysle Of 
international market entry strategies of agro\OfOQd }trma Into the food Industry of 
one of the member states of the~C, al1d Is tty.¥refbre atternptlngto cover one 
aapeot of the possible reaotlons Of firms to qtfanges In the european business 
environment. The next seotlon gives a briel/review of some k(;'ty features of the 
oompletlon of the Oommon Markt:.lt, their Impact on the business environment 
and on the food Industry In partloular~ Beoause the seleotlon of an effeotlve 
market entry strategy Is one of the most oomplex deolslons faolng at' 
international fIrm, seotlof) three attampts to provide a more detailed analysis of 
International l11a.rket entry strategies. examining the main entry methods and 
their affeots Or! a firm'S oompetltlveness. Finally, in seotion four some data on 
market entries of foreign flr'ms Into speoiflo segments of the German food 
Industry Is prel.:)ented and Industry speolflo faotors are used to explain the 
methods of entry aotually ohC)sen by foreign firmsi 

2. Rovlew of SOMa key Issues of the Single Market 

In the mid·19$Os, most dlSousslons on EUfopr'u, Integration were oharaoterlsed 
by a sense of IISurQPasslmlemll

, AlthQugh the fra~ movement of goods. oapltal, 
labour and servioes were stated in the Treaties of Rome In 1967. stili hundreds 
of obstaQles affecting the "four fraadQrrtsH remained. The growing dlssatlsfaotlon 
with the progress of Integration, fostered by threats of global oompetltlon from 
Japan and the US., prompted the Oommlsslon of the european Oommunlty to 
tal<e aotlon In 19S5. In Its White paper the Commission outlined a leglslaUv~ 
program for the realisation of tha Commof'\ Market by Identifying the remaining 
barriers to the four freedom$ and by prOPOSing 279 speolflo measures t(") 
dlsmantla them within a period ending at 31. Deoembef' 1992. More than one 
third of lhese dlreotlves were alma') at Qveroomlng national differences In 
standards and regulations for the food Industry, 



Mut,ihOf lh~:ptogr$$~i:tQW@td$' IH~·,99~1,;gf,'fr~:~f!::m9Y~rn'~ht, ... '9f iS9Ci9ij:;$Qd', 
lhgtefQr$l' :Qfm ~JQr ., Imp,g'tt~n¢~:,t~r<tt1$ .,fQ'g~,::JtlfJg~l~;';~j§:i(~id~n;>m@g~'i~u~;.tQ,··thJ;l 
fact· tha. t t.I.ii'eE. u."r. o .• pe.'.".an""; .!.e().'m·,r."m'·.A""ls,.sI6h.·,s.'·,wltoh'e.'~., :;. ,::f."o.'·m"." '.'.,···.,·a"",., .•. I!,o.om" "'.·'m"'.' .,.'i"\.''''''"','.': ,'."' .•.. t '.···n"'.· ,;,J."":'", ·d" .... . ,.. . '." ,!, ',. ,.' '!·,I:.' . '" , .. "'" .', ".1" ··:,Y.·"" .. """, 'i',' ," ' .. ~n$,a,.~Elr, s 
~pprQ~Qh" to ~. ntrrUJv~t,r~QqsnItl9:h: !~p~rO~Qn:{!t :Un~~r;:tne\;'fir~t '@rprQ~Hhth~I~G~ 
m~mb$t, ·~trltes. ·h~~·lpft~tt:Vtl~UQQ~$~fUlly)"t~~.ft~;~ll~t~,,~rtthe,~p~QlfIQ~tiQ.n$, •• (lf 
thOu$and$,~f ~~pduot$,:Und~rttl~I~J~(1rAPprQ'~oh",9'orrHT)pn::stQryq~rQ$~re no 
lonQer nege$.~~ry~n~,:p~QdUQt~Qteal,'Qw~~"t9 ~~~,~r'~~eQ., 'frfl~lY ~s, "Qh~"a~they 
me$l laSC1I~nds:p~(jlfl~tatlQ,(1it~qulr~rn~nt~ ,In 'Qn~~Qlth\1\~O .. tTlerilb~r$t~ite$! 
Altt\pugh prQgrtas$ h~$i~(i~nsuQst~.nU~J~n~.mQ,$tofth~\$truP~lJr~' '9fthe'S.lnQI~ 
6uropeanMf)rk~tl$. inpl~Qe ,hot~ll. WlilteP~p'~rprQP¢l$fJl$h~Vf)'beef'lm$tby 
the and ·of 199~. ro~lay$ have QOQllrred ihSOrn~~rf>~$lb$o~lU$~theorISln~1 
~rOPQ$al$ w~r$ Inaid~quate! A mfljprprQbl$tl1 h~oip~~n, th(;,WI~.~flllotuatl(m$lh 
the rate f!jt whlohmeh1ber countrlashave SVO(j~~9~dlhSt;itttn~$lngl$rnarket 
measures Inoorpor~tedlnto their natlorlQI laW~8V~H1 if' theOomml$$lotll$ 
prepared toreaQt to countries Blowihg down the Implement~tion prQ9re~$ py 
enforolng dlreotlves tnto nat!onallaw, there are Ukely to be polltloal problems with 
Imposltlg these laws on countries. However, the oornmon opInion now Is that 
1992 has to be seen mora as a prooess than as a deadline. 

2.1. Implications of europe 1992 

Perhaps the most Important Implloatlon Of the realisation of the Single europa~n 
Market. Is the eoonomlc growth that Is expeoted to result •. Several speclfiO 
souroes of il1oraasedgrowth have been Identified (see cecotNI 1988. MAO 
C3roup 1988, BAl.OWIN 1965): 
.. first. there will be gains from eliminating the transaotlon oosts assoQtated 

with boarder oontrols, oustoms procedures 811d so forth. 
" second, eoonomlc growth will be spurrod by the economies of scale that will 

be aohleved when production faollitles become more ooncentrated. 
third I gains also will result from ~ore Intensive competition among 60~ 
oompanles. J:jrms having been monopolists In one country will now be 
Subjeot to oompetitlon from other eC;.flrms. 

Overall. the reforms may result In an estimated Inorease In european gross 
domestlo produot of about 5% over the medium term and it Is expeoted that 
perhaps 2 million new Jobs wrll be oreated. aasldes these macro-eoonomlo 
affeots the realisation of the european Oommon Market has Important 
implioatlons for firms within and outside Surope beoause It poses opportunities 
and threats. benefits and oosts, The mlcrOl'soOhOmio effects of the market 
integratlOl1 are shown In Figure 1. 

Substantial benefits will ,"rise for those firms already operating In Europe, They 
will g~in beoause their opt:.'ratlohs In one oountry rriflY now be freely expanded 
Into othl)rs, and their productS.freely $old~cros$ borders. They will have aooe$$ 
to about 345 mUlion oon$umers,. and In addition the free movement of oapltal will 
allow the$sftrms to sell seQurltlas, raise capItal, and reorult labour throuShout 
europe, SUbetahtial eoonomles of ~o~le InprQQuotlrJn and marketing will ~lsO 
result. At the same time, however, firma operating In one european oountry will 
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In the pS$t, most European food oompanles have operated on a national basts. 
highly proteoted ~galn$t Qompetltlonfrom other eO!/oompanles. This prot~oUve 
shield was mainly aohleved by national norms and standards fot Indlvfdual 
pl!oduQts as well es through health and s~fety regulations, aven If thQ seotor has 
been used to aot. under Single Market oondltlons In the purohase of raw 
materials, the new framework wlllimpoee ohange~ to the Industry as a whole, to 
firma and the market positioning of food products. Therefore. the ablllt~ of firms 
to develop new produots, to employ new managf,tment. produotlon and 
marketing methods and to deteot market opportunities will be the cruolal for 
survlvel and growth within the new buslnes$ I;lnvlronment, On the other side. the 
removal of barriers will improve the efflolenoy within the food industrIes and price 
advantages will be the key factors for oompetltlve suocess! 

2.2. RespOnses of firrns to the ohanglng market conditions 

To aohleve the neoessary Itstrateg/o fit" and be able to oope with upcoming 
opportunities and threats. firms will have to review and adjust their business 
strategies. Aocording to. studlee from NER6 (198a). KUEHL. (1991) and. JAHN 
(1991) I firms In general oonslder three different options of strategic; response: 

measures of Internk11 ~nd/or external restructuring. 
Inten$lflad arose bord(;r c/:l"operaUc~>n, and 
development of new markets, mainly through Internatlonali$atlon! 



Int~tn,$ngn~U$,~~lpn, ~otiVltI~$' 'n.;;,Qra'~r ,t~" ~~hJ~~~i ,~o~~l(;l(n, ',qr. ,'I,mp'I~Qv~ ,'~ 
Qomp~tlflv~",'iPQ$lU~ni;iWJ~h hi ,tft~J;YtQB~~P,\:;;t9q~':;lnqq~,~~ '"U ,CQmp'~ntlV~'t1~§,~~ iJ$, 
d~,flht?d'$$ ,l'try:~, ..• ~·~illtY<lf,.~r:fltrni tQrn'9~1)'.~.~,~;(§,~~\i'111~'{r.I~~I,~;,fb$,YBel~lAQ'"\'!Rrp~gQ,t: 
on ,~, systaln~bl~:(IQnQ~t~tm} '~ng;vJ~pt~:{prQfl\b~I,~),;:'p'~$I§,'t, '(~l:?~~~~~'1sa~11,'two 
main $traJf)9IoQPUQrt$At~,QP~tl:1Qftrm~"t(rgt~gt~~~~,·~q~t~ln~pj~'iQQmp~mIYe 
a.dvfjt'taget¢Q$tll;l~d~t$hIP '~hd,prQdU~V~~r\tlq~;~'ff~rfntltt(IQnjAQQQt~ln9to 
POFrrr;t{ (19a'Q;)flt01$O~h, U~$the~etw~fptt}l$\gf:~~g\lAnt~,qQto q¢lilp~te ~~r¢$$ 
the, broa~' $·oop$Qfah,lndu~t'rY9tfQQY$Q~¢~nrQlih~.ilrlnrqh~fh~9prO~~¢fq~~t 
effaot!vaness h10fude' th~~~PIQlt~U~nQf~~gn,r. ,.~Qf:.~O~I~to]IO'N$tr!~ytlIlOO$t$i 
Inv~stment$ln .st~te"Qf"th~~art ,t~Qhh.gl~9Y ,~.n#;·;pr~;f~re~tI~J~'(;~~$$. tQf$W 
matelrlats and di$trlbUtlonQ~~.nne'~t, ~.~'.(i" 's~n~r.pJ'~lrtlQf,thh~l $tr~t~gy)~tQ 
beoome a major play.et~r mflrk(it'I~~,q~rwithU1Q'~~~QmQ,;rnf.lrk~1~ ·tomflJntaJn 
eost advantaQBs. Inv~$tment$ tilplant~~~~.w~',~nq'prQQ~~$ In[lQv~Uon$$,rf) 
essential over Umel'n the case of· PtOduotdIHQr~hUatfph, hQWev(;)Y'"Iflrm GUeke 
to be unique In Its market along a dImension whlghls valued by it$ ¢U$tQrnar$i 
Possfbflltl~$ to differentiate vary frommark$l to mark()t but ~re a$$Qol~t(!)d with 
the, potential for dlsUngulehlng produyts by var/$UQns rnthelr prQpertl$$ and 
aUribules. Ptoduot Innovation and the ability to upsrade existIng ptoduotsare 
essential to maintain e oompetltlve advantage with this, stratagyw 

The realisation of one of the menUoned baslo strategies depend,s mainly on a 
finn's speoiflc gosls. corporate f$souroesand the .oompf)tItlvE;l anvirontt1ertt PlJt 
operating InternaUonatly adds a number 01 other dimensions to Qompetluvan$$$ 
(PORTB~ 1990), For example. the advant£\ge of low produotlon ooats In a 
oentrallsed large plant might be offset by the extra oosts of physloal dl$trlbutlon~ 
Or. in the case of produGt differentiation, cultural differences mtght require flr·rns 
to e;ustoml$6 their products and marketing efforts In ordar to meet regIonal or 
national preferanoee and tastas. 

3. Foreign m,'u'kat entry $trat~gles 

The seleotion of the most effeotlve lnternatlOJlal market entry and development 
strategy IS seen as one of the most complex deolslons filolng an international 
firm (YOUNG at al. 1989), In principal. there/ ~ra threa generlo strategies whloh 
firma oan use to enter foreign markets: 
\It exporting, InVOlving prOduction In one country and the tranefar and sell/ng of 

goode and servloes across ,'allonal boundaries via direct or Indireot 
methods; 

~ licensing. Involving the assignment of know·how. teohnology, production and 
seiling rights or trade marks to forelg" produoers In return for flt1anolal 
oom pensaUon; 
foreig" direct Investment (FOI), lnvofvlogthG astabllshmf{)nt of produotlon 
and salling faollIties In for&lgn markets. 

Although a, wide variety ofOlasslfying international buslress arral1gements 
exists .• all of them ara fJSsUmlngsome tmpHott $p$Qtrurn of Invo'vem~nt from 
exporting through to whOlly owned subeldlarles. Figure 2 Illustrates the 
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But, rfilturnlng to the three generic atrate~le~ they oan be distinguished by a 
looation and an internall$aUQn effeot (BUOKL.eY 1991), The IQoaUon affeot 
separates GXporth19 from the other two methods, beoause most of the value 
adding aotlvltles tak$ plaoe In the home country. whereas, lIoenslng and POI 
transfer substantial proportions of thesetQ foreign c:ourttry marl<ets. On the other 
side. exporting and FDI are saperatedfromliaenslng by the Internallsatlon t!rfect 
With IIcenaing, rights and the use of assets (know~how, proQuQtlon methods, 
brand names) are sold to. aforetgn firm. wher~a$, In exporting and POI suah 
aotlvlttea are Internalised. eaoh of the alternativeG has Ita own Inher'ant pros and 
eons and Is, therefore. Interrelated with the maintenano.e and enhanoement of a 
firms' competitive ~dvantage. As eaoh strategy Involves trade .. offs between the 
oontrol available and the oosts and riskiness, the ohoice of strategy 1$ affeQted by 
a range of often oonfllotlng foroes. 

Some examples may be used to lIIustrlHa these trade",offs~ In resouroe. and 
oompetitive t.erh1$, exporting Is generally reoognlsed as a low~rlak and relatively 
Inexpensive method of Internatlonalisatlont Oentrallsed produotion allows firrna to' 
exploit economies of SOijleandthus lower' unit oosts. But a firm oan ·nnd Itself at 
a competitlve dIsadvantage If looal produoer$ have lower cost struotures. I,e. 
beQau.ee of preferential aceef;lS to rQW mat$rlf.US, or oontrol of dl$trlbuUon 
dhannels. ~Ikawi$a., IIC$nsh'lQ provfdes a firm with the advflnt~ge of rapid aocess 
to the International markett even if the firm Is oonstralned In Its 
InterniatlQnalls(:lUon efforts by a sho.tt~se of rnaOQgernent pr oapital resouroos, 
On the Qth~r handt thE) flnancral PQmpeluJ(iUQn for the tranefer of assets, tllQY 
tepreeent appor return Qn an Ihnov~Uve prooess or produ.ct and It also Implies 
the dang~rthat teohnologles or produot$ are oaptured by oompetlng firma. 



4. entry $tr~teg'as of foreign IlgrQ~foQd firms in Garmany 

Whereas firm speciflo (Internal) factors primarily Influenoe the Initial decision to 
InternationaHse and extend a firm's aotlvltles E\oross borders, t.he oholoe of a 
speoifla entry mode is primarily determined by Industry .. and country"speolflo 
(external) faotors. Country-speolflo felotors, sorne baslo Industry Indloators and flO 
brief ar1alysts of the main competItIve foroes can provld~ som!9lnltlal evldenoe on 
PQsslble opportunities and threats assooiated with the entry strfltegy oonsldered 
by a firm. 

4~ 1. Some key charaoteristlcs of the Gerrnpn f,lgrQ!"food Industry 

Germany Is polltloaly stable, with a well d(tveloped eOOrlomlo Infrastruoture 
providing easy aooess to a large number Qf oonsumers. These oharaoterlstics 
are generally sean as factors favouring 1t1vestmfJnt aotlvltlsa by foreign firma. On 
the other side. relatively high . labour ooets and corporate taxes, limitations on 
operating hOlJra and restrlotlve regulatlon~ on Ingredients Of food produots are 
factors likely to limit tl )Irma QQtnpeUtiveness. Furthermore, the German agro" 
food Industry 1$ a st~gf)~ntseotor Within th.e ~eonomy,Althbugh Industry turnover 
ha$lnoraa$E)d by 9% In from 1 eaQ to 1'eSO, thlaf$ primarily an eff(;lot of the reo' 
unlfloatlon and a substantlal growth cannot be expeoted In Ui~ future. 



In terms ,of .per~~~pl.ta'foQd ~On$~mpIIQn·~.,., •. '~~, •• ·",qJt~.~~¥·hl~h .. ,'nutt:ltJ~ry~J:Jev~';.,.'·'h~~ 
be(3n re~Qh~df ,"~rQwth In .po~YI~UQn·.I$·,.rp,~rgln.alt,A.nd,:;tb~~',Jqqrfl§$~~:'VQIY01~~/o.f 
QQnsumptlon '~re unlikely. Expf)ndttqreon"'foQgl'~f?'Q',Rr~t?()t1lpn'~f;tp\~lpQneUrl1flr 
eXPElndlture, 1$ at about 1~,6i% and tgtheroon$.tQntdutin.9tht:i'lp$t·y~~r~,.G:)varaJl. 
r,lt an already high level oJ exp~ndUur:e forfQQd nQquantllatiV~Qrpwth'ltl,demand 
Qan be expeQtedj aut consumers are9~Ulns n'lQre: 'sQphr~tfr;~ted ,~bQut f~Qd 
Items they buy. spurring (lualitaUve growth of demahd.Qu~t1tYlhf;ullthln~§~h 
QOnvenleOQe. orIgin and prestige of food produots ~resomeof the key, faotot$ 
having an Impaot on this qua.litatlve growth. 

The Garman food Industry Is affeoted by a high number of regulations. Th$te ijr~ 
national provislon$ ooncernlng the produotlon. trade and seiling of food whlQh 
Include regulations Or1 ingredIents permitted. the unoondltlonal U$e of reoiA.~$, 
hOW produQt.s must be marked, as well as health andsarHtf:lryregulations. rhe 
oomplex natura and Interaotlons between vertloal (produot-speol'flo) and 
horizonhli regulaUonsfor food tn G(lrmany may have forced foreign (Inflsto defer 
the export of food produots to the (Serman market till 1993, But, for firms looated 
In non .. SC..,oountrlas many of these provisions will atlll apply after tho oompletlc>h 
of the single european market 

4.2. Irlduatry speQifio faotors as d~terrnlnant$ of entry mode 

A study on mar'~et entry strtlt$gles of eo and nOh"eC agro .. foOd firms examined 
tho, Impflot of Industry"speolflo faotQra on the mode of rnarJ<etentry ohosen 
(ROBOOK 1992). The Qrlglnal data matorJal1 comprises 212 Investment aotlvltles 
of foreign food firms, split Into two groups, Group 1 fnoludea 126 ~otlvltlas of 
oompanles 100(;'\to,1 outside Garmany and gr'oup2 covers aa aotivltl$s of German 
aubsrdlarles of foreign parent ()Ornpanlss., In principal, 9.otlvltles of this grQup 
Involve horlz~ntal Integrations In onefndustrysf3sment. Acoordlng to Figure 2, 
activities Of foreign firms oan be dlstingulshedb~1 theorlterlon dlreot and non .. 

aaof)uS(Jd~ta an,thls toplQla raraly publl$hed offlpfally, In(Qrmatipn hfJS boon collocttld on a 
random baalsand been Qxtrap\(ld frQrnpyblloaUon~ or tho Fodorul (SorrYu)n AnU,truat 
Comrnltl~l(m\ from market $urvQYs on 'n10rgar$ f)nQ QpqyISIUOt)$,yaudv rOPQrt,$ oftrllQe 

• ~nlan$~ndlar90tpmomtlQtlsflndfrorn rQPortslnrQI~vant nQWIlPflP,)f$ ~ndm~ga~lnos~ 
'fhur()J9rejfh~ld(lt~dQo$hOt..provldUeQmpIQtt)rnrQrh1~tlpnon ~lItran~aQtIQne finQ ,aotlVltius 
IJn~uru~kenbyfotf)lsn firms, ·but Itprovldc)$ some lJsarullnatghteltltQ,ff;lOiOra dotarmlnlng 
firms' IntomaU'm~lI$tltlpn $trmeglo$. 



T~ple 1 Nvmp~t~nd;h~\~Ul~:Qi:p 
th$,,($(frm~tl fQQQ;rn~Y~' 

Beoau$E) of the small numbar of nQn.,dlreotlnvestment tlQUvlt!$$ ob$~rvedl the 
dlsoussion has to conoentnlta on dlreot~lnvastrnent operations ohosen l.W fOJEllgn 
fle'ms, With respe.ot to the feat that firme(ire able to use different methods of 
InternaUor1sl market entry Slmultanuo$ly, the oholce of a patUQular entry method 
is seen l() be highly Influenoed by feotors speolflo to the Industry segment 
ta.rgated (ROOT 19S7). Due to t.hls aS$umed Interrelationship. some of the 
faotors oom.prlslng the struotural oondltlons In a partloular Industry arf) used to 
explain the aotual mode of entry of forGlgn flrtm;;, whereas seven of the Industry 
segments presented In Table 2 are Inoluded In the following discussion. 

Table 2: Number of Investment eat/vlUas by Industry segments (1985 .. 19(1) 

IndY$tr·$ag~nr-- \I~, "''''--~~- .. ,_'_', ~i~-~ot"~~'I....,,··........ GrQ,,',",-~ip_' ~1 .... ""'~'·:·"~·~_ro ......... tJ ... p~2"""""'-*irf 
. " ... !.... ,.,,,: ..... ,;." .".", ... ,,' ~. ~""~~.I W/ ........ ~ 

araads & pastries 26 a' 18 
Prooessed fruits &. ve.getables 21 15 6 
Sptrlts & liqueur 19 16 S 
OonfeQUonary 16 13 .3 
Non~aloohono beveragos 13 6 "' 
Meat and meat products 13 4 9 
Oalryproducls 12 a 4 
Oareal produots a 7 1 
Beer 1 7 0 
Potato produots 7 5 :2 
Wine 6 4 2 
Vegetable oils and fats 4 3 1 
Fish and shellfish produots 4 3 1 

.' o~h~r$ .. " ... '. '.. . . '.. . . .. &Q 27 ge 
~~~.~",~~~*~.t#I,~''''''~''';,,"l.' '~'''~~~.~J;t¥~~._~.,." 1 .. ~t'li.~. :?Pi\'~. I" •• , Moo"'! ~n.1.( •• 

TQt~1 2t2 126 ee.· 
~~'. ------~~~~~~~~~~~~~ 
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JhgQtl(lr~lt, lhtl ,~nr'6QtJV(in~~~'iQf::@~'il~~,Y~t\~Y;I{"":"m,st;{:,/1,Q~6t, ;J~WQm'1,Q~~) .. (~ 
a'lJeu. '.b. l. ·'.:lts,mbe~',.',·. t.au."'·.,','. h.'." ., .. ~lf""i,: " . .,~/'. ',1",.,,,,,,:,,,, .. ,i",' r.','ll.e&";r."'.tf'.· .. ':"I"t ... ··i. ",/I1:';,Jdl·"'·'.·"I.'''.' "'f'.""': m.~L ....... ,p ., .... 1." .•... ". i a,," .. ' rn",lQ\ .. , ",I,)I,\.,J. ,'til ... r...... ,',,:. . '. . .,".'i~"",'\, ........ , .. ~t,I., .... , .... ,,y~ "~.'~ ~ '.h.' ''''', .. ,PF;.hQ.tf.J..... or.'" thes' faotors' ·the a" ,. ia! V ','atl "'n, , . ''''(jV",,,,,I/(';f,·,,I,/:, .' '''-''''''''k''': t'" ; "''':'''''' . ',i't'ii)'" ,it' 'h"::' ',. e., .... ,.".,1 , ... ' :",nny:, .~r: ",P.,,,, .. "i"i:irH":·i."itn:i'.~n"grm@r,~9rQWi'J' "I. "'~ 

rnij'rkf3tvplume. (1~r 'n1',~rt\,~t;~I~,~)l i'tb'~~,n~:"""·I:;t~t:Q,~ipfrl'r,tUqt:n,Q,n"lhv~'~tm9nt:::~ngh\$ 
eQnQ(jntr~t'o'1' ,ra.~.'Pr r~fl.~9tfnQ":·t~.~.:tyto.ov~ri, .. :,' .. ,,.::.:··:t~·,,~fli,th'~,i,,1·'Q),I,~.rQ~.$t:fl,rrJ1$::wlttiln·~··th.f1 
fnd u$try (f9r .m~rkf;).t ,q t,~Ut~}·~r~.q$t)~f 1itt~:,;i~'Qn~~t'.lnQr~~~Q~/\(h,~'~n,Y@I,tqr.n9vt)r 
~rEl~lelqf)~·ln: U'fJ'ln~ys~rl~$PtQd'J,~ln~hpr~:~d$:,;~~~I;:\p,:rl~.$fprp9~~'~~'\f(,:Ult$t,~r~ 
v~Sfltabfe~IPQtQ(optQdu9t~', Q~M~Q'~" .. n~.Q'~n~'ti,','~Ufl~hUhg,'npn~~IQ~hpno 
bovar~Qa~~. 'Mark~t vQlym~~."f~rthe~Q.it~~H~trJ~$!o:ytpyt:~re :§AQry·tpbD.ir~l~tlv~IY 
low, AnlnQr~~$e Qf m9r~lh~na%l.n~h~~~11U~ppv~r Q~n:be Q~$etv~q'fQrth~ 
ptoduQt)te of WIt1~IQQl1ftiQtlongtyIP,~Qttr11~:~tQn~\<g,t1lr~,·prpduQtQIWh~re§~the 
Sfllrlts and IIqueurf;\ndlh() V~Q~tPbl~QhJO'~,q~'t¥;;$hQW$mQIIQr t,~gJltlVQt"t~ of 
growth In turnover and 0 low mark(Jt vQlume{1!ablaS), 

Tabla a: Some struoturallndloatOI sof Industry segments 

rnduAtry's'egment '.' ' ... ,- . Tu'rh6var I Markel' ~~Rafu'rn on . OR 1'0 In °IQ 

variation. % volume 1r1vestrnent (19S8) 
p,a. (1980 (billion OM) (%) (1977 -

,,_"' _____ - ". ~~~QL ... _~ .. ~ 1986L_ ~~ ___ 
Breads & pastries 7.1 ,6.7 4,1 22,3 
Prot'). fru!t.s & vegetables 6.4 12.1 2.'7 61.0 
Splrlta & liquaw' 1.0 6.S 1,6 64,0 
Confeotlonery 3,8 13,3 ~tO 66,1 
Non-aloohollo beverages 6.6 9.6 5,S 31,9 
Meat and meat produots 3.3 21.0 2.5 32.1 
Dairy produots 3.0 24.1 1.1 28.1 
Oereal ploducts 7.J 6.6 3.2 84.1 
Saer 3.2 1a.1 3.3 27;7 
Potato prodlJote 7.6 2.0 3,3 92.4 
Wine 4,2 3.8 2,3 81.5 
Vegetable oils and fats .. 2.7 6.1 o,a 9i.1 
FI~h & She"fistLefOdUQ\s .. 7.9 .. ' . .. .5,0 '1,1 ... ~_-J?11._ Souroes' Statj;tiiohosarmrrosam[lfMt;sorlo 4l7;1to6'ooit1902 ' 

With respeclt to the average returns on Investment (ROI) and oonoentratlon 
rEltios (OR 10) I lower oonoentrated Industries (In partloular bread and pastries, 
beer, non aloOholio beverages, OQrlfeotlonary, meat produots and proQ(}sscd 
fruits and vegetables) yield higher ROI's than the hlOh oonoentrptad Ineiustrles 
(wine, fish and vegetable oilS). Furlhermora, Induatrlse with a high marl<et 
volume show relatively low oonoentratlon ratiOS, 

In surn. the rnore um~ttraQtI\la Induatry sogments (wine, flah and shellfish). 
oharacterlsed by a high oonoenb ~Hon '~atlo, a low market volume (1nda low r~te 
of ROl's, ara shOWing the least nLHl1th..'" of foreign market entry activities. On the 
oontr~rYt the highly attraotlve In'ilJ$trl~~\ featurlna lOW QonoentraUon ratios, a 
high ROl and a $ubstantiallnomase In turnover have attraoted a high nurnb~r of 
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Q.', .. Q.'"t .. "a,'.'.J.'.',Q.',., ... i.'."'·~,',',.,',t.",O .... ,','·,·, ... d,·,", .. ,~.',P,.t,$,','.'.','.'".,'~,ll,.:".,'"j.s, •. :.,:.",,'.h .. , .. ,,',g,':,','"W":',',:',!,:,",.'.',I,l,l,,Q.',·,.',', •. ',.,".','.' •. ·',: .•. ':",'l,."',a .. ,:""".,<ll,":,'.,.,,,.l,','.!i.'.·.'.·,'":,'·"',.,';:'",',,.',:,·." .. l,,,'., ','""'.""'.~,'".,.:.":l.i""O""'·."'."",,.n.',,,1.::,',I,",'., .• ',i"e,":,.,:.fJ."~,w.',n,',', .• '"g,p.'-!.',",n."." •. '~ .. t .• ".,.r,'.'."~:":',',fI,.i.O.:',:.,:.,n,.,'.::',":.:!.~.::., •. t,·,,:,',·',',','·.'.''".'"·,$, ... ,':,',,.'''''~,,'.''·,'IA.,.,· •.• ,.,. )"I"",~.'.',.'.:P,'~,','.'.:~,'.·.n,',"~,'.' nurnbe,r Qf erilr.y 'eQn~lU,stJQ~.~-rlQt\"",W ft'h 't"Urnetlo.l1:l\i .\9., .. " , '\,Ihabj$trlij~' 
~ltrpcllv~n~~$""tlrgtnJ)twI~~t' ,tpHl~);@lftQ·:':'fAPU,·c>,,,·":"t~~;~,J'ft~;\~II~~\~n~.fm~@l:l~~,Q,~\ty.' 
~)(QePt·, n,th~ . m~rRf)t v~I~~~f~,~~~tt \t9;:\~~i",:,<q~~,I~(~ft:f~Q,t~~t1!h~ ';ll~~:~Hr'I~~~ 
$plritsind Uij,tr:'Y "h~$ to ,'Q(l).",~.;~.~~,:~,~':, •. ~.n ,.,~x." " '·.tlgn",p~'.pJt~\~ti:{pq9rd.~y~IQP,m'~rt.;~f 
Industr,y, .tul't1QVer$, ~ ... lbYi.,~~l~D~',~l~rl' .... , .. , ·,-~rR9\"y,~~IH~~:'·. tUJ~ ...... I'~gH.~1!¥,lh9W$.ra 
high number ofmarketentrf~fh~qtANlthrQ9~r,dt~thQ') 'mqg~,'mg~t'~QUVdIO~ 
na" veb,'. at.'ln. '.' ' .... ~tl., '.0.,.' e.',' .. ·.r.,.n·,.sd ,with." .r. n'.'.".l.1 ',t.1 .. s .. ·:."m.· ... e .. ",".O'.""'.I,.'o .. ·I,'''','.' .I.·n".·· '.'m",·af!I~.:o. . . ...... ·.c,.·.he.,.,· ·.'l.IA.··.'n"'l ... , Q.!i'''G.·.·. \'11 ~. Q~,.. .... ,.... .... .' , .. J'i':!/.,\ '" t. " . .,.,r~!I'" ".. ,.t1". A~ ~ ,.J, V, . .rfJ, 
wh(lreaa the v~rlmb(e$ . used $Q'fart9,:o~'plplqrn,ark~~>~nraotlVah~$$pro"ldEtsOme 
itl$lghts. thay (Jo nQt provide9d$flnl\(.l<~h~()te~rp'Qtur~. 

f3eoau$ethe ohaloo of an QPprpptl~t(tfor~l~nrnatK~t'~nt'~y .mpdf;)~lsQd~p~nd$ 
on U,e ~otual t;mtry barrlt;lre ttl a fQr{;)JQnrti~rk~h:fJtmaQto UKQI~'{QchQ~se' .,~ 
atrateQywhloh . helps to by~pa$B or to QVQrcomethtitn (MAURaR 1a~'1)! .. A$ 
primary SQuroes of entry barriers within the {god Industry. oQOoQr:nle$ of SQ~If>~ 
produQt differentiation and the struoture of dl~trlbuUQn Qhanne!$ate of UQrne 
hnportant)e (POR'ra~ 1966; OONNOR etal. 1986,. Whereas eomestruotural 
features of food trade l:lnd distributing firma have alroady bean <HsQu$$t)d, $oale 
economills In produotlon and marketing normally pmc)unt t.o SubsUu1t1al OO$t", 
savlr,g potentials In most Indllstrles. New entranta need to matohthe minimum 
efficient teohnIO(~lsQala within an Induatry In order to avoW sl~nlfloanUy higher 
00$\8 thai' Inoumbent firms, eut In oontrast to other Indu~lrl$$! the mlnlm~lm 
ernolant toohnlOGI scale Is quiet smnll In the food Induatry (aea CONNOR et al. 
1985). Reasons for the small cost savings potElntlt'd due to SC'-"A f!lQonomlas In 
produotlon l are to be found In tho high amount of Intermediate II"~J\Jt$ usedund 
the low oomplexlty of the p.roduotlon prooess ~nd taohntnogy. "l*herefQt$, 
substantial scale eff'ects In the food Industry f1ro aOhleved mainly through a 
standardisation of promotion strategies, 

Ir'l'lportant and fairly high tlntry barriers. e~lpeolallly In the branded food segment, 
tlre a result of procJuot differentiation. Beoause of the oomplex nexus between 
produot differentiation and promotion, the Iq.,ter being a oauaeand a 
oonsequenoe of the former j the levElI of promotional expenditures within an 
Industry oan Indh~ata the degree of the barrier G!'ltabllahed through product 
differentiation. Promotional expendlt.ures differ slgnlfloantly between food 
Induetrtes and data If; twsllable for eevan of the dlaOuGsed segments, On 
avarfJge, the bread and pastr /_ the tYlaat prOQ6Saing and the fruit and vegetable 
prooesslng Industries spend less than 0.6% of total Industry turnover on 
p. rornotlort Produot differentiation and prOdU, o ..... t .PfIOE)S .~r(~. re.la .. tlVl'lI)1 low and 
brands for bread, past.rles and prooessed mfJst are rarely found In the market, 
ThE) confeotlonary, the sr.";' :t.v and liqueur as well as the non"aloohollo drinks 
produolng Industries eVIQW f. .}Irferent plotllre, and 3.6 • 4.5 % of Industry 
revenues are spent on prc»motlon. Purthermore, In all three $agmenta strong 
brand names are present. The. dairy Industry spends about 1 % of turnover on 
pI'ornotle>n and although the differentiation level Is low, dairies have Intenlslfled 
their efforts to Inorease the variety of produote In reaent years, 
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trl.~ .. ~e .. 1WQ .. lln~~. l~,:p~e~t~I~I.lt. 9~n ... :~ft.,···.~tQ.!U~~i,J~~t: I~ye~,~~,~n,~~ .. 1~· .. ,Pr9~ uotlQ,n 
faolHtI~~ . ~r~ the ~J?p,n~Rrt~t.~entrY mQdJllnt~lnay;'trl~'Qh~r~ot~r,~~g. ·by ~'. low 
I~vt)lof prOduotdlff~renH~tI~~~n~'a:hl;hrr~r.R~l:Q~\r~~~lven@~G.i~$p~pl~Uy Iftl'~ 
m~.rket volum~($ large, thl$ might ~,nQ~th~:\~ot~rlflg:,:flrm'lb: $et~pthQ,rl~QQ$~Llry . 
effiolent firm $lze o.nd tflGXplolt. ~QQnQln'(itl, Of a9~t~:, ~urtharmor~, alQwJo.v~lpf 
produot dlrff)r$ntl~Uon yayaHy r~~:Y,ll~ JflIQW~ff)fQ~yqt,prI9~~fnQlJY$UfylnQ high 
transport OO$t.~h AQoQtdfng to PORTJ;I, (leQ~)~¢Q$\~t$~~~r$tr~t~~Y~Q~m$lO 
be the most f$$$lbIQ one In thl$ rndu$try~o~m~nt$,¢'n th(i ¢~nfr~rY,lnd~$trle$ 
with a high .lav$1 of product dlnor~nll~UQn ~n~low'marl<etattN)QUV$ht)$$f~voYr 
entry thr'Qugh Investments In m~rketln~ Q~~rQtlQn$.AQ\Qt)llysro~nma:JrkQts with 
poor grQwth. and development prQ$p.QQte QQ ntlt jY$Ufyo$pJtftllnt9ntllve 
Investments, P'urthermore this Qould 1~E\d lQret.aU~t1of1 from tnQutnbQnt firms If 
the new entr~nt substllnUaHy InoreaSGS InduBtry output, ~rom n OQmpetltlvopotnt 
of view. a differentiation slr~te9Y aimed at aonlevlng a high oustomer loyalty In 
thm IInarrow" rnatket seams to be tho moot E\pproprlate on~. 60th form$ of 
Investment provide equally favourable anh"y mode$, If Industry E\Uraot!veneas tl"d 
the level of produot differentltlon are high, 

4.4~ Industry attraoUvenous and forolgn market ontry 

A oomparlson of the expeoted marl<et entry methodf3 with tho actual entry modes 
ohosen by foreign flrrne partly oonflrms the arguments used throughout the 
above dlsousSlon. rhe spirits and liqueur Industry, Oharaoterlsed by a high lev$1 
of produot dlfferentlatl~,n and a low market attraQUvenes$, has been entered 
mainly by Investment In morketln(J operations, whare.as Investments In 
production facilities have been the preferred option In the ~\read and pastry, dairy 
and meat processing Industries (Table 4). 

Table 4: Expeoted and aotual modes of foreign market ar1try 

indusiryaa'gme""'f""----' expaolecfmoda -actUal, mod;- of~ntry 
of entry DIMO~) OIPOb) 

Briaa'a&-paStFies---~-·· '-~15iPO-'--'~''''~'' -'T . '~"5 ' .' ~ .. 
PrOQ. fruits & vegetf~blas (OIPO) a 7 
Srllrlts & liqueur DIMO 12 2 
Confeotlonery ('IPO/DIMO 3 10 
Nonll'aloohOlio beverages PIPO/OIMO 4 1 
Meat and meat produot.s OIPO 0 4 

~~I~pm~· " .. ~~-- .. $b -d-'---i 
lOUrOO~1)Qok1aW2 ... ".,',,''''', ...... , ..... ---- -_. 

a) Dlreol"lnvastmenta Marketh19'"Operatlof1a 
b) OlrEll~t\!lnvestments Productlon"Operations 

Both entry modes are s(~an to be equally favoured to g~111 acoess to the fruit and 
vegetable prooesslng Industry. t1owavar. aooording to the faotors dlsoussed. 



tit CQnQIUdlng romprkU 

Overall •. to . eotne extent. th$ oho$en fuot()r~ Ar~ approprl~te In ~xpl~lnln9 the 
strflteglo obJeotives ·of flrms, whlQh are r$fIQQt~d. tn th~entry etrE\teQY ~ctyally 
ohosen, As arguoa,lnduatrles oharaQ\erlef;)d by g. hlQh . level. of P~()d~Qt 
dlfferentlaUQn and a relaUvelypoor attraQUv~ne$s havQbE,lf.'n ~nlaredthrQU9h 
1r1Ve$trn<an\s In rnarkf;)tlns¢peratlon~, whereas Invest.monts In produotlon faollltle$ 
have been the prefe(rted option In more attraotlve Industrl~$wlth lower levels of 
produot differentiation (exoept the fruit and veQot~ble JJrooE)$$lng ~tlgment); On 
the oOf1trary, U1!.1 vary attraotive Industries with high produot dlfferenthMIQn lavels 
have been targeted with both entry methods. Nevertheless, a mora extended 
dlsoueslon, e.g, oonslderlng firm~speQlno factors and the major motives to 
InternrltlonallaaUQI1 could provide further InBlghtf3 Into lh(;) Intf)rnaUonallsijt\on 
atrElleglas of agro .. food firms. With regard to the single european market, foreign 
Investment activities within the German food Industry are likely to Inoreaaa In the 
future. 
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