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Abstract 
This study examines entry modes and staffing decisions for Korean multinationals going to foreign markets by using the data for 2004 fiscal year. This study shows a more precise picture of what affects the choice of entry modes and staffing decisions. It provides evidence that firms choose their entry modes with regard to their business activities in different manner in different industry as well as host country factors such as distance, investment freedom, and market size affect the adoption of some entry modes in the host country. There is a substitute relationship between the entry mode and the staffing decision. The empirical results show somewhat different modes of entry compared with those in more advanced countries. We find evidence that strategic advantage variables are negatively associated with the level of ownership. It is found that human capital intensity is an important factor to decide the staffing strategy in foreign countries. 
Keywords: Korean FDI, entry mode, strategic advantage, staffing decision, human capital intensity 

I. Introduction 
The economic development of a country makes labor intensive production activities in maturing industries more costly. The country loses comparative advantage in these industries. The increase of production cost motivates international diversification into locations in which the required factor for production is less expensive. Multinational firms are also establishing production facilities abroad to circumvent the protectionist movement in foreign markets. Many firms globalize their operations by adopting a foreign direct investment strategy. 
Foreign direct investment refers to an investment in one country by a multinational enterprise based in another. Funds are raised by investors, either directly or through an affiliate. It involves a long-term relationship and either full or partial managerial control of production facilities, real estate or an equity investment. A FDI strategy is based on a firm’s desire to exploit all or some of the following factors: market opportunities, factor costs, natural resource availability and cost, the political and economic stability of countries (Konopaske, Werner, & Neupert, 2002). 

In Korea the FDI was first allowed in 1968 (Kim & Kang, 1997). The Korean government however worried whether the FDI brings about the de-industrialization of the domestic economy. The FDI was approved when the purpose was to develop and import raw materials that could not be supplied domestically, or relocate an industry from home to abroad in order to regain international competitiveness. In effect, Korean foreign investment has been concentrated on natural resource seeking (mining), construction, and wholesale & retail in the late 1960s and the early 1970s (Euh and Min, 1986; Koo, 1985). 
Investment in manufacturing started in the-mid 1970s, and the proportion of manufacturing industry in the total amount of FDI increased steadily. It accounted for 64.78% on the total stock of FDI by Korean firms followed by wholesale & retail industry (10.54%) and telecommunications (9.54%) as of 1995(the export-import bank of Korea, 2006). The sub-categories of manufacturing industry specialized in FDI were in fabricated metal products, textiles & apparel, non-metallic minerals, and petroleum & chemicals. 

However, in the mid-2000s many firms in different industries went abroad. According to the export-import bank of Korea (2006) the proportion of manufacturing industry on the total amount of FDI has decreased to 47.22% as of 2006. The wholesale & retail industry has been slightly increased to 11.96%. Around 10% of FDI were conducted by firms in service industry. There has been a large change in sub-categories of manufacturing industry. Electronics & telecom equipment (29.12%), motors & equipment (20.60%), and petroleum & chemicals (13.61%) are the most important sub-categories which have been invested in foreign country. This implies that the comparative advantage in manufacturing industry has displaced to more capital intensive & R&D based products. 

Geographically, the FDI by Korean firms was concentrated in Asia and North America in which those two regions accounted for 82% of the total stock of direct investment (Kimura & Lee, 1998). Southeast Asian countries and North America have been the major export markets for Korean firms. The proportion of Asia and North America has slightly decreased by 76% and the investment into Europe was 11% in 2006 (export-import bank of Korea, 2006). However, Europe comes to the first place with respect to the amount per investment project. While the amount per project in Europe comes to 7.2 million US dollars, this was around 1.6 and 1.7 million US dollars for North America and Asia respectively. 
Many studies on international modes of entry have been done with respect to advanced countries. However, previous studies on this topic focus on one particular industry. The paper aims to examine whether entering modes and staffing strategies are different in different industries. Korea is used as the home country to test the influence of firm specific advantages, technological intensity, capital intensity, and industries on entry mode choices and staffing strategy. We examine whether theories used to explain foreign investment in advanced countries may be applied to newly industrialized countries such as Korea. 
Firms will make choices regarding the FDI strategy in such a way as to make the best possible use of resources, capabilities, international experience with their desire for ownership and control in achieving goals. They have the option to choose an appropriate entry mode for international market, that is, the firm chooses whether to keep or share control (joint ventures or Greenfield investments) for their subsidiaries. Once the decision is made, the firm should decide how to staff the foreign subsidiaries. When their subsidiaries are wholly-owned and staffed by expatriates, they exercise a greater control over foreign subsidiaries. 
Different entry modes provide a firm with different level of control and resource commitment. In the wholly-owned mode, a parent firm will have sole control over that subsidiary. Resource transfer is internal to the firm, reducing the possible transaction costs of an external market. The joint venture is an intermediate mode of entry which facilitates access to the local market and to the resources of the host country, while allowing the foreign parent firm to have control over the operation and decision-making process of a local firm (Buckley & Casson, 1985). 
The paper is organized as follows. The next section provides literature review and develops related hypotheses. Methodology and empirical results are presented in Section III and IV respectively. Finally, Section V discusses findings of the study and concludes with managerial policy implications.  
II. Literature review and hypothesis development
1. Firm specific advantages and entering modes
Firms engage in FDI when they can use the specific asset advantages which compensate the disadvantage of operating in an alien environment from a distance (Dunning, 1980). Asset specificity concerns a broad scope of resources tailored to a relationship and reflects a firm’s ability (knowledge- or information-based assets) to generate strategic advantage for firms to exploit in foreign markets. Those firm specific advantages are usually intangible assets such as technological innovation, product differentiation, and management skills. The market transaction of intangible assets which are proprietary and/or complex in nature incurs substantial costs particularly transaction costs for protecting those assets. 
The transaction cost theory posits that the full versus partial ownership choice is influenced by the core attributes of a transaction such as uncertainty (internal and external) and asset specificity (Zhao, Luo, & Suh, 2004). External uncertainty relates to the management constantly faced with situations in which they cannot predict future events, resulting from the volatility of environmental conditions in a host country. Internal uncertainty arises when a firm is unable to accurately assess the performance of partner firms. 

The different modes of entry involve equity investment. As the investment cannot be changed easily and involves significant resource and time commitments, firms need a strategic choice. The greater value of the economic rent that can be earned from the superior assets and capabilities a firm possesses the greater probability that the firm will prefer a high control mode (Siripaisalpipat & Hoshino, 2000). The firm which possesses such proprietary resources would rather internalize the value-added activities via a high control mode. In the completely internalized mode, the transfer of specialized technology and know-how can be carried on more efficiently and completely, due to the full control that a firm can have over the whole process in an organization and the lower possibility that the tacit information will leak to other firms.  
In a Greenfield investment, a foreign firm starts operations on its own in a host country. This results in the creation of new supply in a particular industry. A joint venture is a partnership wherein the venture business is jointly owned by 2 or more firms. It involves 2 or more firms investing in or sharing resources, thereby allowing firms some degree of flexibility in the sourcing and deployment of resources to overcome industry barriers and minimizing the risk of foreignness. Joint ventures allow for risk pooling, enabling the entrant to more effectively face industry structural barriers and risks. 

Scholars emphasize the utility of joint ventures to a firm when the demand for locally specific skills is high (Anand & Delios, 1997; Carman & Langeard, 1980) and the firm has a low level of strategic advantage. Firms face various costs when doing business abroad, some of which relate to acquiring the experiential knowledge necessary to operate in a local market. Such a knowledge acquiring takes considerable time. Joint ventures can be used to acquire local complementary assets. Joint ventures with foreign partners may be seen as a way of bridging cultural gaps, while joint ventures with domestic investors permit to reduce political complications. 
Fagre and Wells (1982) emphasized that equity ownership is seen as an outcome of bargaining. If the internationalizing firm has a strategic advantage, the firm is likely to possess bargaining power to obtain favorable outcomes, such as a higher degree of ownership and control. The choice of entry mode also depends on host country characteristics. Kogut and Singh (1988), Shane (1994) support the influence of national culture on entry mode choice. Duning (1988) suggests that wholly owned subsidiaries have the highest long term potential in developing countries.
Kogut and Singh (1988) in a study of 228 entries into the United States by foreign firms found that R&D intensity was associated with the likelihood that joint venture will be preferred over acquisitions. Hennart and Reddy (1997) analyzed that choice between M&A and joint ventures for 175 Japanese entries into the United States. They found that joint ventures would be preferred by firms in instance where nondesirable assets are linked with desirable assets, when the Japanese firms has previous experience, when there is good product compatibility, and where there is a growing market. 
If firms possess a high level of technology or/and specialized knowledge advantage, firms will prefer a higher control mode, as it creates an economic rent. This gives rise the hypothesis that 
H1: firm specific advantages are likely to be positively associated with a highly owned subsidiary. 
2. Staffing strategy and entry modes 
Staffing is an important vehicle for establishing and maintaining organizational integration and control over international expansion activities. This can be accomplished by assigning parent country nationals to foreign subsidiaries and manipulating the ratio of parent country nationals to foreign subsidiaries in the top management team. 
Expatriates are likely to be in a foreign subsidiary for a variety of reasons and in a variety of contexts. They represent an effective way to help foreign affiliates adhere to corporate objectives and practices. Expatriates may have the required experience, knowledge, and socially embedded skills that can be transferred to local managers, through socialization processes or appropriate training programs. The deployment of expatriates is a key step in transferring and developing a firm’s unique human capital in its new market.

One of the benefits of greater control by expatriates is the increased ability of the subsidiary to transfer technology and know-how from the parent country to the host country operations (Konopaske et al., 2002). This technology and know-how can be embodied in the form of a person. The person incarnates the know-how in a way that makes the technology able to be implemented. 
Staffing strategy inter-relates entry mode preference because both are major mechanism controlling resources, risks, management, and operations overseas. They interrelate in such a way that entry mode selection is an ex ante control mechanism during international expansion while staffing is an ex post control mechanism during international operations (Konopaske et al., 2002). In cases where the full ownership is not feasible, other less formal forms of control may be necessary. Staffing strategy relates to organizational culture control in which parent country nationals can attempt to integrate host country nationals by sharing information about the firm’s norms, values, and behavioral prescriptions (Luo, 1999). This suggests the following hypothesis that 
H2: The proportion of ownership is likely to be negatively related to the level of expatriates.
3.  Industry and staffing strategy 
Studies on the choice of entering mode and staffing in foreign subsidiaries have largely been focused on manufacturing industry. The question whether the determinants of foreign entry decisions are the same for both service and manufacturing firms is not clear-cut. One group suggests that theories of foreign direct investment apply to service firms as well as manufacturing firms (Dunning, 1989; Miller & Parkhe, 1998). Another group argues that there are so many differences between goods and services that it is difficult to generalize FDI theories across industry sectors (Boddewyn, Halbrich, & Perry, 1986; Gronroos, 1999). 

In manufacturing industry the strategic risks of high local involvement are limited, because the front-end of their retail operations is relatively standardized and involves few individual and customized skills. The potential for variability in production quality is low. Consequently, manufacturing industry can rely on a high proportion of low-trained staff in its operations.
By contrast, service industries possess a distinguished characteristic that sets it apart from goods in the manufacturing industry. They are location bounded. Most services are intangible and non-storable and require production and consumption to occur simultaneously. In most cases, the number of markets a firm can operate is limited by a managerial resource constraint. Tapping the demand for service in a host country requires a physical presence when services are difficult to trade, which implies that FDI in service industries is likely to be market-seeking. 
Employees in service industries such as financial sectors require highly specialized human capital to contribute to create value. The human capital is less likely to be separable from its firm as the service firms have to conduct face-to-face transactions with its customers. This simultaneous contact between customers and firm needs greater adaptation to local differences and local cultures, leading firms to acquire locally specific resources and capabilities. A close intimacy between providers and consumers throughout the production-delivery process creates a risk to the firms. The performance of employees who deal directly with customers is an important factor to maintain the firm’s quality standard. 
However, for a service industry requiring a low level of human capital, the difficulty of international expansion may be low (Bouquet et al., 2004). For retail sectors, most of a retailer’s cost-related advantages come from capital intensity (i.e., the development of computer systems and techniques that reduce the costs of sourcing and purchasing). Companies in the retail sector are looking to reduce costs and increase price competitiveness by increasing sourcing from overseas. Cost-saving systems can be firm specific and they are back-office functions. The service and management provided at the front-end of retail operations tends to be standardized across industry. The industry can open a number of stores jointly with local companies.
The quality problem may be overcome by establishing detailed contracts of monitoring procedures with local partners (Bouquet, Hébert, & Delios, 2004). However, the quality of service transaction may vary from one local provider to the other, causing an overall problem of consistency for the firm. Moreover, it is not easy to find local partners whose employees have acquired the skills, knowledge, and specialized know-how necessary to meet firm’s quality standards, since social assets are difficult to codify and transmit across organizational boundaries. 
For the human capital intensive service firm it is difficult to control service quality and to provide good service consistently because the product is delivered at the site of consumption. This fact makes service firms expatriate knowledgeable personnel to overseas subsidiaries to train local workers. Expatriates contribute to strengthen relationships established with their clients. Expatriates can be used to avoid perceptions of unfairness, and reduce customer retaliation. 

H3: Human capital intensive service industries are expected to use a high level of expatriates.
III.  Methodology 
1. Data collection 
We investigate Korean foreign investments in the manufacturing sector, wholesale & retail trade, and financial services. The data such as the number of country which Korean firms enter, the number of foreign subsidiary, the proportion of ownership held by Korean firm, and the amount of investment were obtained on the Korea Overseas Company Information System database
 provided by the export-import bank of Korea. The data for proportion of ownership held by Korean firm and the amount of investment for financial firms were drawn from the Korea Information Service
. The main data for financial firms was from the Korean Financial Supervisory Service (KFSS). Balance sheets and income statements data are collected from the Korea Companies Information System
 offered by the Korea Listed Companies Association. 
Representatives, branch, bureau and liaison offices are excluded in the study. The study is focused on foreign subsidiaries engaging in local sales in the local market. The subsidiary should be established as either a wholly-owned subsidiary or a joint venture. Wholly-owned subsidiaries are a Greenfield or acquired subsidiary in which one partner possesses more than 95% of its equity. A joint venture is a Greenfield or a partially acquired subsidiary in which more than one firm possesses at least 5% of the subsidiary’s equity. 

The sample consists of the manufacturing, wholesale/retail trade, and financial services industries. A characteristic of manufacturing firms in Korea is that they often combine manufacturing and whole sale/retail business at the same time. As a result, it was impossible to separate the two sectors clearly. Data on distance were obtained from the distance between Seoul and the respective capital cities in km
. Investment freedom data were obtained from Index of economic freedom (Heritage foundation, 2008). GDP data were obtained from the IMF World economic and financial surveys
. From these sources, we collect data for 162 firms listed on the Korean stock exchange market, and 1561 subsidiaries of those firms for 2004 fiscal year. 

2. Control variables 

We control host country characteristics, geographical distance, and international experience. Foreign activities of firms can be expected to respond to characteristics of the host country. These characteristics can be grouped into proxies for market size, geographical distance between countries, and the degree of countries’ investment restrictions. GDP (Gross Domestic Product) data are included to control for market size. It is expected this variable to influence the choice of entering mode of Korean firms. The degree of investment freedom is expected to influence positively the firms’ internationalization level. Firms are likely to have wholly-owned subsidiaries in countries which impose fewer regulations on the activities of firms.
Geographical distance is expected to influence firms’ involvement level in foreign subsidiaries. A greater distance reflects differences in culture, language and institutions. Larger distance could be an impediment because it leads to higher communication and information costs, and restricts face-to-face communications and networking. 
International management capabilities can be obtained from international experience with foreign markets, prior experience with a specific country, and experience from operating a particular foreign subsidiary (Siripaisalpipat & Hoshino, 2000).

3. Variable definition

Strategic advantage is measured by the R&D level, and capital intensity. R&D level is the ratio of R&D expenses to total sales of the parent firm. Capital intensity is measured by the ratio of fixed asset to sales. Capital-intensity can be viewed as the inverse of labor intensity (Erramilli, Agarwal, & Kim, 1997). The capital intensity is likely to be small for industries which are typically considered high in labor intensity (i.e., textiles) and large for those regarded as low in labor intensity (i.e., chemicals). 

Human capital intensity is measured by the percentage of industry’s executive employees and the value added per employee (Bouquet et al., 2004). Separability is measured by selling expenses plus sales, general, and administrative expenses. Greater scores on this measure imply greater levels of interaction between producers and customers, and transactions are less separable or bounded to local resources. International experience is based on the number of countries in which the parent firm has subsidiaries (Ruiz-Moreno, Mas-Ruiz, & Nicolau-Gonzalbez, 2007). Distance is a circle distance between Seoul and the representative capital cities (in km). GDP level was taken as logarithms. 
IV. Empirical results

1. Descriptive statistics

Table 1 shows summary statistics of variables in the study. The mean ownership proportion of foreign subsidiary is 81.10% with a standard deviation of 19.67%. By the fact that the ownership level is highly concentrated, Korean firms are likely to enter a foreign country with wholly-owned subsidiary. Strategic advantage measured by R&D expenditure divided by total sale ranges from 0 to 11.77 with the average of 1.11. Korean firms entering in foreign market devote 1.11% of total sale to R&D expenditure. 
67% of the total sample is manufacturing firms followed by wholesale & retail firms with 45%. As mentioned earlier, the sum of 3 industries proportion exceeding 100% implies that manufacturing subsidiaries produce their products in foreign countries and often assume control their distribution channel. They are likely to distribute products produced by them. Financial firms represent 17% of the total firms. 
The number of subsidiary established in foreign countries range from 1 to 266. The average foreign subsidiary number per firm is 12.73. They have 5,743 employees in the parent company on average. When they have decided to go abroad, they establish their subsidiaries in five different countries. Correlation matrix is presented in Table 2.  
<Table 1> Descriptive statistics 
	
	Min.
	Mean
	Median
	Max.
	SD

	
	
	
	
	
	

	Ownership, %
	17.50
	81.10
	83.85
	100.00
	19.67

	R&D
	0.00
	1.11
	0.38
	11.77
	1.76

	Capital intensity
	0.00
	0.77
	0.55
	14.32
	1.38

	Wholesale/Retail
	0
	0.45
	0.00
	1.00
	0.50

	Finance
	0
	0.17
	0.00
	1.00
	0.37

	Foreign subsidiary, nr
	1
	12.73
	4.00
	266
	28.91

	GDP
	1.73
	8.777
	9.52
	10.59
	1.48

	Employees, nr 
	70
	5743.38
	1506.00
	99647
	12884.64

	Int’l experience
	1
	5.06
	4.00
	35
	5.14


2. Entry mode choice
2.1. Univariate analysis 

Table 3 presents entry modes by different category of industries. The firms reveal their distinct patterns of entering foreign markets. While about 31% of the total manufacturing firms have joint venture ownership structure, 69% of sample firms chose to control their foreign subsidiaries through internal hierarchy. More than 77% of financial firms set up their foreign subsidiaries with wholly-owned ownership structure. The financial industry is likely to have the same preference as that of manufacturing. Finally, wholesale /retail sectors are found to prefer a joint venture ownership for their subsidiaries. These findings contrast with those in the study of Bouquet et al., (2004) which found that firms are more likely to form a joint venture in manufacturing industry and wholly-owned subsidiary in wholesale/retail and financial industry for Japanese firms. 
<Table 3> Entry mode in different industries.                                         (%)
	
	Manuf.
	Wholesale/Retail
	Finance
	Total

	Wholly-owned
	69.14
	23.64
	77.78
	56.85

	Joint venture
	30.86
	76.36
	22.22
	43.15


2.2. Multivariate analysis
2.2.1. Strategic advantage and entry modes 

In this section we examine the relationship between the entry mode and the independent variables. To test the hypotheses we run truncated regression which fits a model of the dependent variable on independent variables from a part of the population. We control industries in every empirical analysis. Table 4 shows results of truncated regression analysis. The models in Table 4 are all significant.  
We find evidence that strategic advantage variables are negatively associated with the level of ownership. The level of technology and specialized knowledge involved in a product line influence choices about entry mode. R&D intensity, capital intensity and separability variables are negatively related to the entering mode and statistically significant. However, this is not consistent with the hypothesis 1 which predicted a positive association. 
The result implies that For Korean firms when they possess a higher level of R&D, capital, or human capital, they are likely to use rather a joint venture entry mode. Firms fear for risk of technology or resource leakage due to difficulties in contracting for intangible assets such as technology. When the firms possess a higher technology level, the firms face a greater risk of technological leakage when making a foreign market entry. The tacitness of a firm’s technology creates difficulties in contracting for technology. Furthermore, the characteristic of R&D cost which is irretrievable creates a barrier to enter for firms in a foreign market. This empirical findings support the argument that in resource and technology intensive industries, firms use shared control modes to access local resources (Hennart, 1991). 
With respect to the relationship between the industry and entry modes, we do not find evidence whether industries differ in entering modes. This may imply that sub-categories in an industry are so large that preferences of firms in the sub-industries differ considerably. In fact, Elango and Sambharya (2004) examine the influence of industry structure on the FDI entry mode decisions in manufacturing industries. They found that foreign firms in concentrated and high-growth industries prefer wholly owned subsidiaries, and firms characterized by high gross profits or higher plant scale prefer joint ventures or acquisitions to Greenfield investment. 

Investment freedom is positively related to the level of ownership. The more the host country is open to foreign investors, the more the Korean firms enter with a highly-owned subsidiary structure. International experience is positively significant to the level of ownership. 

<Table 4> Truncated regression analysis 

	
	Model 1
	Model 2
	Model 3
	Model 4



	Constant 
	56.4717***
7.3026
	60.6671***
6.4015
	59.6971***
6.5943
	58.9796***
6.6136

	Strategic advantage
	-2.4272***
0.8676
	-2.3369***
0.8684
	-2.3862***
0.8832
	-2.4470***
0.8849

	Separability
	-0.0000**
0.0000
	-0.0000**
0.0000
	-0.0000**
0.0000
	-0.0000**
0.0000

	Capital intensity
	-7.7939***
2.6106
	-7.6610***
2.6033
	-7.6915***
2.6602
	-7.8347***
2.6555

	Manufacture
	3.3270

3.6657
	
	
	

	Wholesale/Retailer
	
	-2.1991

3.1333
	
	

	Finance
	
	
	-0.5258

6.7468
	-0.2344

6.8128

	Investment freedom
	0.5653***
0.1116
	0.5430***
0.1084
	0.5456***
0.1263
	0.5537***
0.1251

	Distance
	0.0000

0.0000
	0.0000

0.0000
	0.0000

0.0000
	

	Int’l experience 
	
	
	
	0.5397

0.3724

	Wald Х2
	55.46***
	55.06***
	54.24***
	54.07***

	Log likelihood
	-447.743
	-447.907
	-448.150
	-448.186


· Standard errors are in parentheses.
2.2.1. Staffing strategy 
In this section we analyze expatriate staffing decisions. As the dependent variable is the number of expatriate staffs, and nonnegative count numbers, Poisson regression distribution should be used to fit models of the number of occurrences of an event. However, it is found that the goodness-of-fit Х2 is extremely significant (not reported here). This implies that we have encountered an overdispersion problem. The Poisson regression model is inappropriate, and this suggests that we should try a negative binomial model. Negative binomial regression is used to model the number of occurrences of an event when the event has extra-Poisson variation; that is, it has overdispersion. 
In Table 5 we show the results of negative binomial regression analysis. The Pseudo R2 is reported as a measure for the explanatory power of the model. The models are statistically significant and explain around 7% of the variation of expatriate staffs in foreign subsidiaries. 
The entry mode is negatively related to the level of expatriates. This is statistically significant and consistent with the hypothesis 2. This result may imply the entry mode and the staffing strategy have a substitute characteristic. When the full ownership is not feasible firms are likely to use another mode of control less formal like staffing. 
<Table 2> Correlation matrix 
	 
	VA

	Manuf.

	Retail
	Finance
	R&D
	Separ.
	Ivst frdm
	Int’l exp.
	GDP
	Capital
	Distance

	VA
	1
	
	
	
	
	
	
	
	
	
	

	Manufacture 
	0.1937
	1
	
	
	
	
	
	
	
	
	

	Retailer 
	0.1201
	0.4211
	1
	
	
	
	
	
	
	
	

	Finance 
	0.3299
	0.5933
	0.3677
	1
	
	
	
	
	
	
	

	R&D intensity
	0.0892
	0.1501
	0.1034
	0.2524
	1
	
	
	
	
	
	

	Separability 
	0.0040
	0.0119
	0.0451
	0.0002
	0.1567
	1
	
	
	
	
	

	Ivst freedom
	0.1181
	0.1961
	0.0292
	0.3672
	0.0678
	0.0476
	1
	
	
	
	

	Int’l experience
	0.0521
	0.1650
	0.1314
	0.2352
	0.1947
	0.5455
	0.0920
	1
	
	
	

	GDP
	0.0982
	0.2215
	0.2357
	0.4319
	0.1529
	0.1598
	0.2309
	0.5402
	1
	
	

	Capital intensity
	0.1958
	0.1261
	0.1271
	0.3458
	0.1009
	0.0452
	0.0159
	0.0394
	0.0923
	1
	

	Distance
	0.0326
	0.1456
	0.1193
	0.1672
	0.1530
	0.5987
	0.1435
	0.9694
	0.5295
	0.0135
	1


Firms in different industries affect in different manner the level of expatriates. Manufacturing firms are rather positively related to the level of expatriates. Firms in the industry actively deploy expatriates to transfer the firms’ unique human capital in its foreign market. We found a weak association of Wholesale & Retail industry and the level of expatriates. Firms in wholesaler and Retailer industry deploy fewer expatriates than other industries. Service industry is positively and significantly associated with the level of expatriates. The result is consistent with the hypothesis 3 which predicted that human capital intensive service industry sends more expatriates to their foreign subsidiaries.
<Table 5> Negative binomial regression analysis  


	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5

	Constant 
	1.8956

1.4009
	1.1553

2.0344
	2.8523**
1.3264
	-0.3937

2.2319
	-2.6283

2.3798

	Entry mode 
	-0.0181**
0.0087
	-0.0180**
0.0087
	-0.02685***
0.0081
	-0.0073

0.0092
	-0.0126

0.0078

	Int’l experience
	0.0863*
0.0462
	-0.0264

0.1331
	0.1274***
0.0372
	
	

	Manufacture
	0.4275

0.3891
	
	
	0.8447**
0.4027
	1.0849***
0.3600

	Retailer
	
	-0.3762

0.3693
	
	-0.7213*
0.3847
	

	Finance
	
	
	1.7518**
0.8762
	
	2.4492***
0.9101

	GDP
	0.2717**
0.1346
	0.4083*
0.2319
	0.2314*
0.1289
	0.4209*
0.2290
	0.5956***
0.2316

	Separability
	0.0000

0.0000
	
	
	
	

	R&D
	
	
	0.1411

0.1290
	
	

	VA
	
	
	
	0.0001

0.0001
	

	
	
	
	
	
	

	Capital intensity
	
	
	
	
	0.4089***
0.2526

	Distance 
	
	0.0000

0.0000
	
	0.0000***
0.0000
	0.0000

0.0000

	Х2
	40.37***
	40.03***
	44.98***
	42.30***
	47.81***

	Pseudo R2 
	0.0671
	0.0674
	0.0747
	0.0752
	0.0805


GDP is positively related to the level of expatriates. This implies that firms prefer to control their foreign subsidiaries in large markets. International experience is positively related to the level of expatriates. This variable measures internal uncertainty. Internal uncertainty manifests in a firm’s deficient experience or knowledge of foreign markets. More experienced firms are likely to increase degree of ownership and control level. This suggests that the costs associated with partial ownership may be higher than the costs of full ownership, due to volatility in host country environment and internal uncertainty (Brouthers & Brouthers, 2000). Firms lacking international experience are hesitant to pursue foreign market entry aggressively (Zhao et al., 2004), and are more likely to choose partial ownership. 

It is found that distance is statistically significant and positively related to the level of expatriates. Multinational firms tend to send more expatriates to culturally distant countries. This suggests that high control modes are necessary because when the geographic distance increases cultural distance and agency costs increase in tandem (Wilkinson, Peng, Brouther, & Beamish, 2008). Firms augment their level of control by sending more expatriates to overcome such barriers as culture, language, institutions etc. The firms internalize the control modes and this is a means of increasing operational certainty.
V. Concluding remarks

This study examined entry modes and staffing decisions for Korean multinationals going to foreign markets by using the data for 2004 fiscal year. It provides evidence that firms choose their entry modes with regard to their business activities in different manner in different industry. There is a substitute relationship between the entry mode and the staffing decision. 
The empirical results show somewhat different modes of entry compared with those in more advanced countries with respect to strategic advantages. That is, Korean firms with high level of strategic advantages do not transfer their firm specific advantages to their foreign entities through internalized governance structures. The importance of a particular firm specific advantage may be contingent on the characteristics of host locations. A given firm characteristic or resource may represent an advantage to the firm only in the context of a particular host location (Erramilli et al., 1997). On the other hand, the empirical finding suggests that in spite of the impressive accomplishment of Korean firms in many high-technology sectors, technology represents a weak source of firm specific advantage. 
Human capital intensive industry is likely to attempt to control its foreign entities by utilizing expatriates and technical staff to transfer its reporting and operational systems. Therefore, a cross-cultural training is needed to the future expatriates in the parent firm. A well-trained expatriate may function at a higher level and this may lead to a better cooperation among parent countries and host country staffs. 

This paper highlights host country factors such as distance, investment freedom, market size which affect the adoption of some entry modes in the host country. The host country government can act to encourage foreign firms to adopt some particular entry modes (Ruiz-Moreno et al., 2007). Motivations for choosing full or partial ownership arise mostly from firm specific factors. Managers can focus on any key factor at the first process (i.e. full vs. partial ownership entry). For example, this study shows that strategic advantages and investment freedom are relevant variables to the first level of internationalization process. Once the ownership structure is decided, managers should take into account the industry, international experience, market size of the host country to staff their foreign entities. The paper also shows that the more the host country is located far from the home country, the more Korean firms send their expatriates to foreign subsidiaries.
This analysis only considers full and partial ownership entry modes. Another limitation could be the difficulty in building specific characteristics and/or sub-category variables for each industry, although the paper shows a more precise picture of what affects the choice of entry modes and staffing decisions in different industry. A study on this issue will lead to a more thorough understanding of different entry mode and staffing, and to help the top management team to decide an appropriate structure of ownership and combination of foreign and local employees. 
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