
 

Discussion Paper Number: 

JHD-2017-04 
 

Discussion Paper 

Once Bitten, Not Necessarily Shy? 
Organisational Learning Prior 
Experience Effects on Foreign Market 
Re-entry Commitment Decisions 

November 2017 

Irina Surdu  
Henley Business School, University of Reading 

Kamel Mellahi  
Warwick Business School 

Keith Glaister 
Leeds University Business School 

  



ii © Surdu, Mellahi and Glaister, November 2017 

 

The aim of this discussion paper series is to 

disseminate new research of academic 

distinction. Papers are preliminary drafts, 

circulated to stimulate discussion and critical 

comment. Henley Business School is triple 

accredited and home to over 100 academic 

faculty, who undertake research in a wide range of 

fields from ethics and finance to international 

business and marketing. 

dunning@henley.ac.uk 

www.henley.ac.uk/dunning 

© Surdu, Mellahi and Glaister, November 2017 



  Henley Discussion Paper Series 

1 
© Surdu, Mellahi, Glaister, November 2017 
 

Once bitten, not necessarily shy? Organisational learning 

prior experience effects on foreign market re-entry 

commitment decisions  

Abstract 

This study examines foreign market re-entry mode commitment, namely the changes in the 

modes of operation undertaken by multinational enterprises (MNEs) as they return to foreign 

markets from which they had previously exited. From an analysis of 1,020 re-entry events 

between 1980 and 2016, we find that operation mode prior to exit is a strong predictor of 

subsequent re-entry mode. Contrary to the predictions of learning theory, no support is found 

for the effect of host experience accumulated during the initial market endeavour on re-entry 

commitment. The results reveal that when favourable host institutional changes occur during 

the time-out period re-entrants escalate commitment but do not necessarily de-escalate 

commitment following unfavourable institutional change. Market exit motives significantly 

impact the decision to re-enter via a different commitment mode. Re-entrants do not replicate 

unsuccessful commitment strategies and tend not to return to previously existed markets via 

the same commitment if they had previously underperformed in the market.  
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Introduction 

Following an unprofitable collaboration with their previous partner Arcofina, in 2015, French 

retailer Carrefour re-entered Algeria, via a new joint venture partnership, after a six-year period 

out of the country. Having abandoned their distribution partnership and exiting the market in 

2012, South Africa’s SAB Miller Plc, increased its resource commitment in Brazil by engaging in 

local production when re-entering in 2015. French retailer Galleries Lafayette re-entered China 

with a joint venture in 2013, following a 15-year absence from the market in which they had 

unsuccessfully attempted to operate their own stores. As these examples illustrate multinational 

enterprises (MNEs) may use the same prior operation mode, escalate or de-escalate commitment 

when they re-enter foreign markets.  

Re-entry modes (as with entry modes) are strategically important as they are not easily reversible 

and have a significant impact on the MNE’s operations and performance in the host country 

(Hennart and Slangen, 2015; Song, 2014). We argue that since foreign market re-entry 

commitment decisions may be different from initial or de novo entry mode choices, re-entry 

should be studied separately and the effect of prior entry and exit captured.  With few exceptions 

(Bernini, Du and Love, 2016; Javalgi, Deligonul, Dixit and Cavusgil, 2011) prior research has studied 

initial entry mode selection and exit but to date has largely overlooked re-entry decisions. Thus, 

re-entry represents a significant gap in our knowledge of foreign market entry (FME) decisions. To 

address this lacuna in research we developed a unique database of foreign market re-entry events 

by MNEs to capture the antecedents of such decisions. We focus on the change, if any, in the level 

of commitment in the re-entry mode compared to the level of commitment prior to exit from the 

market. Drawing on the extensive research on the association between learning and prior 

knowledge and experience on entry decisions, we examine the factors that interact with prior 

knowledge to affect the escalation or de-escalation of MNEs’ re-entry commitment to previously 

exited foreign markets. 

This study is important for at least three reasons. First, the vast literature on FME mode decision 

predicts how prior experiential learning influences subsequent foreign market entry commitment 

choices. Knowledge accumulated through experience is expected to help firms better understand 

the risks and benefits associated with FME decisions (Casillas, Barbero and Sapienza, 2015; Chang 

and Rosenzweig, 2001; Meschi and Metais, 2013; Sapienza, Autio, George and Zahra, 2006). 

Following this well-established rationale, a firm’s knowledge base increases with its international 

experience, and as firms learn to operate across different modes over time they are expected to 
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become increasingly knowledgeable about operating in international markets and as a result 

more likely to escalate their mode of operation and make higher commitment foreign entries 

(Barkema et al., 1996; Casillas and Moreno-Menendez, 2014; Casillas et al., 2015; Delios and 

Beamish, 2001; Gao and Pan, 2010; Johanson and Vahlne, 1977; Sapienza et al., 2006). The link 

between prior experience and escalation of entry modes is underpinned by the assumption that 

organisational learning enables the firm to absorb and use knowledge acquired from prior 

experience (Barkema, Bell and Pennings, 1996; Casillas and Moreno-Menendez, 2014; Clarke, 

Tamaschke and Liesch 2013; Delios and Henisz, 2003; García-García, García-Canal and Guillén, 

2017; Johanson and Vahlne, 1977; Knight and Liesch, 2016). This line of research, however, is 

restricted to uninterrupted operations in the host market, where the well documented 

reinforcing cycle of experiential learning leads to higher commitment, which subsequently results 

in more learning, is not broken by temporary exit from the foreign market. This may not be the 

case with re-entry, where firms experience time-out that may disrupt the link between learning 

from operating in the host market and escalation of commitment in mode of operation. Thus, we 

argue that any extrapolation from the findings of FME research to re-entry decisions may be 

misleading. Indeed, a study of re-entry provides an opportunity to examine and challenge some 

of the well-established assumptions of studies applying organisational learning theory to the FME 

modes literature.  

Second, we propose testing the veracity of some of learning theory's predictions, by seeking to 

answer the following question: What causes a re-entrant to change, or not as the case may be, its 

mode of operation in the previously exited market? Drawing on learning and FME literature we 

develop a contingency framework that predicts re-entry mode compared to mode of operation 

prior to exit. We unpack the factors that influence the link between prior learning and re-entry 

commitment by investigating the motives for exit from the foreign market and the role of 

institutional change during the time-out period between exit and re-entry. We focus on motives 

for exit because MNEs may leave foreign markets for numerous reasons, such as, lack of resources 

and capabilities to compete effectively, or economic instability that makes the host market 

temporarily unattractive (Benito and Welch, 1997; Nummela, Saarenketo and Sloane, 2016; Dai, 

Eden and Beamish, 2016). After a period of time-out, a firm may re-enter a foreign market to take 

advantage of new host market opportunities and/or salvage some of the investment lost following 

exit. We argue and show that exit due to failure and the stigma attached to it, has salient influence 

on how prior experience impacts re-entry commitment. This raises a significant question 

regarding the relative importance of learning from knowledge accumulated from past experience 

and indeed whether it does have a positive influence on re-entry decisions as commonly predicted 
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in entry decisions.  The motives for exit may therefore have a significant bearing on re-entry 

commitment choices. 

Third, our study incorporates institutional dynamism to explain re-entry decisions. Although 

several studies have considered how institutional factors and particularly the magnitude of 

institutional distance between home and host markets influence operation mode decisions (Ang, 

Benischke and Doh, 2014; Meyer, Estrin, Bhaumik and Peng, 2009; Rodriguez, Uhlenbruck and 

Eden, 2005; Peng, 2003; Surdu, Mellahi and Glaister, 2017), the question of whether and how 

changes in host institutions affect an MNE’s commitment to that market remains overlooked. This 

is an important oversight given that, as argued by Witt and Lewin (2007:581), over time 

institutional environments tend to change and firms need to adjust their strategies to 

accommodate such institutional changes. For our study, changes in the institutional environment 

may mean that re-entrants’ knowledge of the practices that were previously valuable in the host 

market may no longer be applicable, and thus a mode of commitment that was previously 

legitimate in the host market may no longer be the most effective way in which to operate on re-

entry. Hence, we identify that firms may opt for different commitment options to substitute for 

either missing institutions or take advantage of more favourable institutions.    

Research background  

Firms may enter foreign markets in different ways including exports, licensing, franchising and 

direct investment (Root, 1987). After exiting a foreign market, a potential re-entrant faces some 

basic decisions: whether to change its commitment compared to the previous operation mode, 

and where a change in commitment is considered preferable, whether to escalate or de-escalate. 

This study focuses on the different types of commitment decisions of re-entrants. Unlike previous 

studies that focus specifically on the market (re)entry and exit of exporters (Bernini et al., 2016), 

this study includes market re-entry through foreign direct investment (equity joint ventures, 

greenfield investments and acquisitions), as well as through contractual modes such as exporting, 

licensing/franchising and non-equity alliances. Similar to other studies (Benito, Pedersen and 

Petersen, 1999; Chang and Rosenzweig, 2001), commitment is associated with the degree of 

equity owned in the host market prior to exiting and at re-entry.  

(De)escalation is defined as the difference in the mode of operation chosen at re-entry compared to 

the mode in which the firm was operating in the host market prior to exit. MNEs escalate their re-entry 

commitment when they re-enter via a higher equity operation mode that requires more resource 

investment, such as, re-entering via a joint venture or a wholly owned subsidiary after previously 
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exporting or franchising (Benito and Welch, 1997). MNEs de-escalate their re-entry commitment 

when they choose to re-enter via a lower equity mode that involves less resource investment, such 

as, changing from a joint venture or wholly owned subsidiary to re-entering via exports or a 

franchise (see Figure I). With re-entrants, there is no guarantee that the mode in which the firm 

was operating prior to exit remains the best mode in which to re-enter that market. 

--- Figure I --- 

The degree of commitment in a foreign market is considered important because it affects not only 

the strategic options of the firm and the ability to adapt successfully to local markets (Chan and 

Makino, 2007; Xia, Boal and Delios, 2009), but also the ease with which such markets can be exited 

(Song, 2014). Higher involvement levels such as wholly owned subsidiaries have been associated 

with enhanced market presence (and more rapid entry, in the case of acquisitions), reduced 

distribution costs, better service levels and more control over marketing operations (Vermeulen 

and Barkema, 2001). Higher resource commitment operation modes may at the same time limit 

the strategic flexibility of firms and constitute a source of considerable loss of financial resources 

on exit (Belderbos and Zou, 2009; Root, 1987). In turn, irrespective of the risks of opportunistic 

behaviour, partial ownership via joint ventures has been associated with more strategic flexibility 

as the firm can later decide to terminate the investment or further invest in the market for greater 

control of its operations (Xia et al., 2009). Whereas the risks associated with host markets may be 

reduced by limiting ownership in foreign ventures, MNEs are expected to learn most about foreign 

markets from direct investment strategies than from exporting or licensing (Makino and Neupert, 

2000).  

Theoretical development and hypotheses 

Effect of prior experience on re-entry commitment: Host market-specific knowledge 

FME scholars share the perspective that in order to reduce the uncertainty associated with 

entering foreign markets, firms tend to rely on the accumulation of knowledge and experience in 

their initial entry mode selection decisions (Barkema et al., 1996; Casillas et al., 2015; Chang and 

Rosenzweig, 2001; García-García et al., 2017; Gao and Pan, 2010; Xia et al., 2009). The key insight 

from this perspective is that the more times a firm conducts a particular activity, the more 

experienced and knowledgeable the firm becomes and thus, the greater the learning 

accumulated which, in turn, is expected to lead to firms becoming confident about investing more 

resources in a given host market. Non-equity ventures can be stepping stones for entering via 

direct investment modes, such as joint or wholly owned ventures (Casillas and Moreno-



John H Dunning Centre  

 

 
6  © Surdu, Mellahi, Glaister, November 2017 
 
 

 

Menendez, 2014), in that on initial entry, firms may choose lower commitment operation modes 

to attain knowledge about interacting with host institutional actors such as governments, 

suppliers and customers. Building on this prior experience, firms tend to escalate commitment 

and, in time, operate independently in the foreign market (Vermeulen and Barkema, 2001). 

Experienced entrants are therefore considered more likely to possess the skills and knowledge 

necessary to effectively manage the costs and risks associated with higher commitment modes, 

to take control of their operations and subsequently reap higher rewards (e.g., Brouthers and 

Hennart, 2007; Guillén, 2003; Li, Yang and Yue, 2007; Nadolska and Barkema, 2007; Sapienza et 

al., 2006; Xia et al., 2009). By accepting that the accumulation of experience from prior entries 

leads to a change in entry mode in the direction of escalation, extant literature promotes a direct 

and positive relationship between learning from past experience and MNE commitment choices.  

Yet, we argue that the relationship between learning from past experience and commitment 

should also be tested in the context of MNE re-entry commitment choices. It may be that 

knowledge from prior experience accumulated over time does not always inform subsequent re-

entry as previously presumed in entry decisions. Rather than an uninterrupted sequence of events 

as may be the case with initial entries, each re-entry commitment decision may be a discreet 

endogenous choice that is neither an initial entry nor a simple escalation of commitment from 

the previous mode of operation.  The existence of time-out and the reasons for exit cast doubt 

about the usefulness of prior learning. For instance, past knowledge from the prior experience may 

dissipate over time, as generally only very recent knowledge and experiences tend to be 

successfully retrieved (Levitt and March, 1988), and prior experience has a lesser impact where 

there are lapses in organisational decision-making such as those between exit and re-entry 

(Feldman and Pentland, 2003; Levitt and March, 1988). As discussed in more detail later, 

institutional change, occurring in the period between exit and re-entry may potentially also hinder 

the effectiveness of prior experience and its usefulness. Re-entrants may have exited the market 

for reasons specific to their activities in the host market and renewed their operations when new 

opportunities presented themselves, which may have little to do with the experiences themselves 

but with the factors that led to those experiences. For example, Volkswagen's re-entry into Nigeria 

in 2015 occurred 25 years after the company ceased production there and exited due to poor 

market performance and the collapse of its venture with the local government. The re-entry, in 

the form of an assembly plant with promises of local production in the future, occurred on the 

back of growing demand for foreign cars, improving quality standards in the automotive sector 

and the availability of professional partners. In this case, it may be erroneous to attribute the mode 

of commitment on re-entry entirely to the firm's prior knowledge and experience capabilities. 
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Recent studies have also questioned the idea that experiences themselves are the main cause of 

learning and proposed that more research is needed to understand what may disrupt the taken 

for granted causal relationship between experience and learning (notably, Gong, Zhang and Xia, 

2017; Zeng, Shenkar, Lee and Song, 2013) and subsequently between learning and organisational 

behaviour (c.f. Anand, Mulotte and Ren, 2014; Doh, Rodrigues, Saka-Helmhout and Makhija, 

2017). Hence, we propose the following relationship between prior host market experience and 

re-entry commitment: 

Hypothesis 1: Ceteris paribus, host market-specific experience accumulated during the initial 

market endeavour will not influence changes (Escalation or De-Escalation) in re-entry 

commitment. 

Effect of prior experience on re-entry commitment: Motives for exit 

Prior FME studies examining organisational learning pay little attention to important disruptions 

that often occur in a firm’s path to international expansion and which affect the likelihood of firms 

acquiring useful knowledge from experiences accumulated in the past. In this way, both past 

successes and past failures which have the potential to influence the efforts firms put into 

changing their behaviours are neglected (March, 1991). A focus on the positive effects of learning 

from knowledge and experience may lead firms to become overconfident and reduce the number 

of strategic options considered (Gong, Zhang and Xia, 2017; Powell, Lovallo and Caringal, 2006). 

In a recent study, Gong, Zhang and Xia (2017) found that whilst successful experiences led firms 

to pay premium prices for acquisitions, failed experiences led to a re-evaluation of previously held 

assumptions and increased search efforts for new potential targets. The distinctive feature of re-

entry is that it is preceded by market exit (Benito, 1997; Benito and Welch, 1997). Exit due to poor 

performance stemming from an increase in operation costs and competition (Benito and Welch, 

1997), the choice of inappropriate target market, inappropriate commitment choices (Javalgi et 

al., 2011) and a misfit of product to the market (Nummela et al., 2016) impact on re-entry 

commitment choices. Indeed, exit due to poor performance may mean that the firm had 

insufficient knowledge of how to operate in the host market compared to its competitors and 

consequently may choose not to re-invest significant resources there. Alternatively, a company 

that has been unsuccessful may choose to gain more control over foreign operations since high 

resource commitment is often translated into having a strong market foothold and learning more 

about relevant stakeholders such as customers, suppliers and local institutions (Vermeulen and 

Barkema, 2001). When re-entering the Indian market, the Italian company Gas Jeans emphasised 

the importance of directly managing operations and employees, a lesson learned from previously 
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operating in India, where they considered the partner responsible for their slow market expansion 

and failure to anticipate customer trends. Similarly, another Italian company, the Sixty Group 

associated their exit from India with unsuccessful attempts to improve communication with the 

joint venture partner and to understand the need for local adaptation; hence, the retailer renewed 

its activities thereby choosing a lower commitment arrangement, i.e. a franchise partner. 

Therefore, firms which have experienced poor performance in the host market, particularly poor 

performance with their mode of operation prior to exit, can be expected to alter their re-entry 

commitment by opting for a different mode of operation at re-entry, which leads to the following 

hypothesis:  

Hypothesis 2: Exit due to poor performance will increase the likelihood of commitment changes 

(Escalation or De-Escalation) over re-entering via the same mode, and this likelihood of 

commitment changes will be stronger for exit due to poor mode performance.  

In contrast to exit resulting from experiences associated with failure to perform, strategic exits 

occur generally when firms undergo organisational restructuring of their international operations 

and actively choose to re-allocate their resources to other markets or re-focus on growth in the 

home market (Burt, Mellahi, Jackson and Sparks, 2002; Mellahi, 2003). Cigna Corp. (U.S.) operated 

in Thailand for 64 years before selling its international property businesses to Ace Ltd. in 1999, as 

part of a restructuring move to free up cash reserves. In 2006, the company re-entered Thailand 

by acquiring a stake in Thai Charoen Insurance Plc, to resume full operations in the market. As 

such, strategic exit behaviour tends to be deliberate. Thus, it is unlikely to leave a stigma that 

influences managers’ perceptions of the previously exited market (Mellahi, 2003; Nummela et al., 

2016). Consequently, we argue that strategic exit is unlikely to have an observable effect on re-

entry commitment.  

Hypothesis 3: Strategic exit will not have a significant effect on the likelihood of commitment 

changes (Escalation or De-Escalation) over re-entering via the same mode. 

Effect of host institutional change on re-entry commitment  

An MNE's host institutional environment is considered a key determinant of mode of commitment 

decisions since host institutions have been found to both regulate the business environment of 

firms as well as affect investors' perception of risk and reward (notably, Henisz and Delios 2001; 

Meyer and Nguyen, 2005). Hence, host institutions have an effect on the modes of commitment 

and level of equity firms opt for when venturing into a host market (Henisz, 2000; Meyer and 
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Nguyen, 2005). Institutional theorists posit that organisations must align with their institutional 

environments to attain legitimacy as each host country is characterised by various legitimising 

actors at the national level that foreign subsidiaries must deal with to compete in the host market 

(Kostova and Zaheer, 1999; see also De Villa, Rajwani and Lawton, 2015). Therefore, MNEs seek to 

align entry decisions with the host country's institutional context at the time of entry (Uhlenbruck, 

Rodriguez, Doh and Eden, 2006). When little information is available concerning the institutional 

idiosyncrasies of host markets and about the costs and benefits of returning to those markets, 

firms run a greater risk of making mistakes, particularly when the stakes are high (i.e. re-entering 

via a wholly owned subsidiary). Most prior studies (e.g., Ang et al., 2014; Hernandez and Nieto, 

2015; Uhlenbruck et al., 2006; Xia et al., 2009; Yiu and Makino, 2002) found that the pervasiveness 

of, and uncertainty associated with, institutional voids influence the choice between contractual 

and equity arrangements, in that firms adapt to institutional pressures by generally opting for 

lower risk commitment modes. The general view is that MNEs can be expected to configure 

commitment modes to align with host institutional conditions at the time of entry. 

However, institutions are not always stable over time (Peng, 2003) and therefore, for re-entrants, 

the institutional pressures experienced prior to exit may no longer be relevant. When an 

institutional change takes place during the MNE time-out, firms may be misapplying their previous 

knowledge and experience if they were to re-enter via the same commitment mode in changed 

institutional conditions (Zeng et al., 2013). Changes in the rules and policies of the host 

institutional environment during the time-out period may de-stabilise formerly established 

organisational structures and practices, and can lead to previously chosen commitment modes 

no longer being compatible with the new pressures for legitimacy (Banalieva, Eddleston and 

Zellweger, 2015; Hernandez and Nieto, 2015; Xia et al., 2009). Consequently, to survive host 

market competition, re-entrants are expected to alter some of their organisational practices and 

structures, including their commitment mode decisions to (re)adjust their structure and modus 

operandi to the new requirements of the host economy. Meyer and Nguyen (2005) and later De 

Villa et al. (2015) reported that firms were influenced by institutional pressures for legitimacy 

arising mainly from institutional actors such as host country governments. As national 

governmental policies are not static, MNEs are expected to learn about the political trajectories 

of countries to make informed mode of operation choices (De Villa et al., 2015). For instance, a 

key characteristic of institutional change in transition economies is the shift from centrally 

planned to market-based economies, which are paralleled by a preference for privatisation and 

openness to foreign investment (Peng, 2003). This shift is characterised by a move from MNEs 

adopting collaboration modes of operation to higher re-entry commitment modes, generally 

wholly owned subsidiaries (De Villa et al., 2015; Peng, 2003; Xia et al., 2009) in order to explore 
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the opportunities associated with host institutional conditions which may be different from how 

they were at the time of exit.  

We propose that a weakening of institutional consensus and a revisiting of what constitutes as 

legitimate and risky will lead re-entrants to alter strategies that were once legitimate in the host 

market and potentially differentiating the initial entry from re-entry. Further, we argue that 

favourable changes in institutions narrow the gap between internal organisational practices and 

host market requirements, thus decreasing the likelihood of lower commitment decisions (Xia et 

al., 2009).  

Hypothesis 4a: When favourable host institutional changes occur during the time-out period, re-

entrants are more likely to Escalate commitment over re-entering via the same mode. 

Hypothesis 4b: When favourable host institutional changes occur during the time-out period, re-

entrants are less likely to De-Escalate commitment over re-entering via the same mode. 

 

The moderating effect of institutional change on learning through prior experience 

Entry mode studies have been rooted in the implicit assumption that institutional environments 

are stable over time for the prior knowledge and experience acquired to be of continued use to 

the firm providing it with learning capabilities (Brouthers, Brouthers and Werner, 2008; Chang 

and Rosenzweig, 2001; Delios and Henisz, 2003). Thus, an equally important question is whether 

the positive effects of organisational learning through host market-specific knowledge and 

experience may also erode as a result of institutional changes (Priem and Butler, 2001; Brouthers 

et al., 2008). In a study of drivers of knowledge acquisition in the context of radical change 

unfolding in early 1990s Hungary, Lyles and Salk (1996) highlighted that changes in host 

institutional environments can have a massive impact on the process of organisational learning 

(see also Meyer, 2007). Changes in the institutions of host markets present a particularly great 

opportunity, for instance, to conceptualise how firms may have to abandon knowledge that is 

associated with former socialist systems in order to (re)gain legitimacy in market-based 

economies (Meyer, 2007; Newman, 2000). Learning and unlearning can happen at the same time, 

in that re-entrants may acquire new knowledge about the new environment and relinquish 

behaviour that no longer applies. In this study, we also examine whether knowledge acquired 

though prior experience leads to learning when host institutional environments change during a 

time-out period.  
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Typically, as experienced MNEs are expected to rely more heavily on their prior experience, they 

may be less likely to change even when their environments transition (Barkema and Vermeulen, 

1998; Chan, Makino and Isobe, 2006; Guillén, 2003; Xia et al., 2009). Following this logic, 

experienced (re)entrants may have developed more confidence over time (Amburgey, Kelly and 

Barnett, 1993) and may, therefore, utilise the same strategies and structures that were in place 

prior to exit, even when this may lead to less effective results. For such firms, more experience may 

translate into re-entrants being less responsive and less sensitive to institutional changes and 

perhaps less aware of the need to overcome new legitimacy pressures. In contrast, re-entrants 

with lower levels of experience may be less confident and more in tune with changes in their host 

institutional environments (Xia et al., 2009) by adapting to the new environment and changing 

commitment in the direction of either escalation or de-escalation. Whilst the earlier assumption 

was that experience on its own is unlikely to have observable effects on re-entry commitment, 

here we investigate whether the effect of prior host market-specific knowledge on re-entry 

commitment may potentially vary with changes in the host institutional environment. Specifically, 

changes that have occurred in the host institutional environment during the time-out period 

between market exit and re-entry may be expected to moderate the strength of the relationship 

between learning through experience and re-entry commitment such that: 

Hypothesis 5: The more experience re-entrants have, the less likely they are to change (Escalate or 

De-Escalate) commitment in response to host institutional changes that have occurred during the 

time-out period, and the more likely they are to re-enter via the same mode. 

Method 

Sample and data collection 

There are no available databases from which to draw data concerning foreign market re-entry. 

Welch and Welch (2009) found that previous studies (e.g., Bonaccorsi, 1992) have treated re-

entrants as new internationalisers, because they have not identified this sub-category in their 

secondary databases. Unless researchers pose the question specifically in their questionnaires, 

there is no way of knowing whether a firm’s entry into a foreign country follows a previous decision 

to exit and whether firms behave differently in terms of resource commitment compared to initial 

entry. Accordingly, this study’s data come principally from business information and research 

databases, namely Factiva (Dow Jones) and LexisNexis (Reed Elsevier), which list information on 

notable strategic decisions and market transactions of private and public companies and 

aggregate content from licensed and reputable data sources such as Wall Street Journal, Reuters, 

The New York Times, Huffington Post and Nikkei. These data sources have been used in the past 
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to examine the international business decisions of MNEs (notably, Li, Eden, Hitt and Ireland, 2008). 

The basic selection criteria were that a firm entered a foreign market, exited and then re-entered 

the same host market following a time-out periodi. The list of keywords used to search for re-

entrants consisted of references to a firm re-entering a foreign market (there were no exclusions 

based on home country origin and host country destination or industry), such as - but not limited 

to - “re-entry”/ “re-enter” / “return to” / “back in” AND “market”. Following these searches, a total 

of over 200,000 business news articles were accessed. Second, each article was scanned to 

eliminate duplicates and identify the events which were in line with the basic selection criteria of 

initial entry - exit - re-entry. Since the news announcement to re-enter was not considered 

sufficient, further searches in the databases were undertaken to confirm that a given firm had, in 

fact, re-entered a previously exited foreign market and to attain more data regarding the 

characteristics of the re-entry event. Articles where data concerning re-entry was speculative and 

no confirmation existed that re-entry had occurred, were excluded.   

Furthermore, re-entry may pose some key problems which should be clarified to enable 

replication of this study. First, firms may close their foreign subsidiaries or assembly plants but 

continue to maintain a limited form of international involvement in the host market by, for 

instance, exporting products there. In maintaining that the reasons for reducing and subsequently 

enhancing international operations should be studied separately (Javalgi et al., 2011), only cases 

of total market exit were included. Second, re-entry concerns companies that have exited foreign 

operations whilst maintaining a domestic presence. Although entrepreneurs - who may sell a 

company and re-enter with a different firm – are an interesting group of re-entrants, they should 

be studied separately and so their examination is beyond the scope of this study. Third, the sample 

does not include firms which exited one foreign market and subsequently entered a different 

market. This activity is analytically different from the phenomenon of this study and its inclusion 

would not permit a comparison of changes in host institutional environments between exit and 

re-entry. Fourth, project operations are considered a dominant mode of expansion for some firms 

(e.g., construction sector) which regularly exit and re-enter foreign markets because these 

processes are an inherent part of their business model (Vissak and Francioni, 2013), such cases 

have also been excluded from the database. Fifth, events referring to exit from an industry sector 

in the domestic market, followed by re-entry into that sector were also eliminated. Finally, given 

that the time-out period between exit and subsequent re-entry varies between one year and 25 

years, we only included in our sample re-entrants which have been out of the market for a 

minimum period of one year to avoid cases of partial exit. To the best of our knowledge, this 
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database represents the most authoritative and up-to-date information on foreign market re-

entry.   

The observation period starts in 1980 and ends in 2016 and includes a total of 1,020 events, that 

is, all foreign market re-entry events which were identified in the source databases and are in line 

with the scope of the study. This study uses the standard 5% and 95% cut-off point to capture 

alternative commitment structures. A venture is defined as a JV when foreign equity commitment 

ranges from 5% to 95%ii, while a venture with over 95% foreign ownership is considered WOS (c.f. 

Yiu and Makino, 2002). Based on the distribution of broad categories of operation modes prior to 

exit and upon re-entry, firms tend to return via the same modes in which they were operating 

prior to exit (69%, 670 out of 976 re-entries). Almost 80% of re-entry events have occurred since 

2000, of which over 45% re-entered between 2011 and 2016. The average age of the re-entrant is 

78 years, meaning that most of these re-entrants tend to be established and well-known MNE re-

entrants which spend, on average, 9 years out of the market between exit and re-entry. The 

distribution of the dataset in terms of the broad sector of operation is as follows: manufacturing, 

42%, and services, 58%, with the main industries being automotive (209, 21%), financial sector 

(171, 17%) and retail (113, 11%).  

The characteristics of the sample regarding key dimensions of the data are presented in Table I. 

--- Table I --- 

Variables and measures 

Dependent Variable 

In binomial logit model (1), the dependent variable represents the difference (if any) in the firm’s 

mode of (operation) commitment in the host market prior to exit and the mode of re-entry. 

Hence, the variable takes the value of "0" if re-entrants use the same commitment modes in which 

they were operating prior to exit and "1" if the commitment mode is different at re-entry. In 

binomial logit models (2) and (3), the dependent variables are Escalation (Esc) and De-Escalation 

(De-Esc) respectively, where the variable takes the value of "0" if there are no changes in 

commitment and "1" if firms escalate (de-escalate). The level of control and resource commitment 

is lowest in the case of entry modes such as exports and greatest in the case of wholly owned 

entries. Separate regression models are therefore estimated to ensure that "Esc" does not include 

firms that were previously operating via wholly owned modes (and thus, can only de-escalate or 

re-enter via the same modes) and "De-Esc" does not include firms that were previously exporting 

to the market (which in turn, can either escalate commitment or re-enter via the same 
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commitment). This approach enabled us to evaluate whether re-entrants who change their 

commitment upon re-entry are more or less committed to the market, and to examine the drivers 

of re-entrants' Esc and De-Esc choicesiii.  

 

Independent Variables 

Host market-specific experience (HOST_EXP) represents the number of years the firm operated in 

the specific host market between initial entry and market exit. Data on the year of exit was 

generally accessible in the main document reporting the decision to re-enter. Further searches 

through Factiva and Lexis Nexis were required to collect information on the year of initial entry 

into the host market. We used Factiva and LexisNexis to identify why re-entrants had exited the 

market and used previous classifications of exit motivations (e.g., Mellahi, 2003; Nummela et al., 

2016) to codify the qualitative data collected into dichotomous variables. Based on the analysis 

of the content of re-entry documents, the motivations for exit were classified as exit due to poor 

market performance (EXIT-Poor_Market_Perf), exit due to poor performance with prior operation 

mode (EXIT-Poor_Mode_Perf) and strategic exit (EXIT-Strategic). Dummy variables were created 

for each of the exit motivations and for firms which listed more than one motive to exit, all were 

coded into the dataset.  

Data on host institutional change (INST_CHG) was collected from the Economic Freedom of the 

World Index (EFW) published by the Fraser Institute in which the data goes back to 1970 and is 

available for approximatively 100 nations and territories. The EFW index derives an overall 

institutional score for each country for each year whilst considering the following factors: 1) size 

of government, comprising of taxes and expenditures; 2) legal structure and security of property 

rights; 3) access to sound money; 4) freedom to trade internationally; and 5) regulation of credit, 

labour and business. Scholars (c.f. Meyer et al., 2009) tend to use the composite indexes 

aggregated from the five components due to the high degree of multicollinearity between 

components. We recognise that institutional measures have received some criticism primarily for 

how components should be aggregated and whether the same weighting should be given to all 

factors. Gwartney and Lawson (2003) clarified this point, where they emphasise that when the 

components of the index are highly correlated (ranging from 0.59 to 0.93) the ratings and 

rankings of institutional development are, in fact, not highly sensitive to variations in the weights 

assigned to the components. In this study, institutional change is measured at t-1 of exit and t-1 

of re-entry; i.e. INST_CHG = (t-1) re-entry – (t-1) exit. We focus on the direction of institutional 
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change (Hernandez and Nieto, 2015) whereby INST_CHG is transformed into a dichotomous 

variable which takes the value of “0” if INST_CHG is negative (i.e. unfavourable) and “1” if the 

direction of change is positive (i.e. favourable).  

Control Variables 

Firm size (SIZE), which has been associated with firms possessing more resources to engage in 

higher risk and resource commitment, was measured as the value of total assets, with a logarithm 

transformation at the time of (t-1) re-entry (Gao and Pan, 2010). Since older firms are more likely 

to show signs of inertia that may prevent them from changing their operation mode patterns 

(Guillén, 2002), firm age (AGE) was computed as the number of years from when the firm had 

been founded up to one year prior to re-entry. Some scholars (e.g., Hutzschenreuter et al., 2007) 

suggest that management can alter the direction of an MNE’s international path or re-shape it 

altogether, thus, changes in management (MGMT-CHG) measures whether the CEO has changed 

up to three years prior to re-entry. MNEs which have maintained close ties with host markets by 

operating there via other businesses may be more confident with their host market operations 

and perhaps more likely to escalate. Hence, we documented whether a firm has been present in the 

host market through a different division in the same/different sector (ALREADY_PRESENT) at the time 

of re-entry. Some scholars (Rumelt, 1995) argue that organisational forgetfulness reduces the 

effectiveness of prior experience, hence, we also control for the duration of the time-out period 

(TIME-OUT), i.e. the number of years between exit and re-entry. 

Following previous studies (e.g., Luo and Peng, 1999; Brouthers et al., 2008; Gao, Pan, Lu and Tao, 

2008; see also Clarke et al., 2013), we control for broader measures of prior experience possessed 

by firms at one year prior to re-entry, i.e. general experience intensity, (GEN_EXP_INT, the number 

of years of international experience since inception), host experience intensity (HOST_EXP_INT, 

number of years of experience in the host region), general experience diversity (GEN_EXP_DIV, 

number of foreign countries operated in) and host experience diversity (HOST_EXP_DIV, number 

of foreign countries operated in from the host region). Similar to previous studies (cf. Brouthers 

et al., 2008, p. 199), factor analysis confirmed that the two measures of experience intensity 

(EXP_INT) loaded on one single factor (Cronbach’s alpha =.86). We are therefore left with three 

experience measures: experience intensity, general experience diversity and host experience diversity. 

We also controlled for prior commitment mode, i.e. the mode of operation in which the MNE was 

operating in the market prior to exiting. This is in line with our previous argument that modes 

which involve a higher level of resource investment and commitment are riskier and have less 

strategic flexibility compared to non-equity operation modes such as exports (Belderbos and Zou, 

2009; Chan and Makino, 2007) which may, in turn, influence the re-entry commitment choices of 
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firms. Prior commitment mode was classified into four variables: exports (EXPORT; 0;1), non-

equity collaborations (licensing, franchising and non-equity alliances) (NON_EQUITY; 0;1), joint 

ventures (JV; 0;1) and wholly owned subsidiaries (WOS; 0;1). Each variable representing a mode 

of operation prior to exit was selected in turn as the reference variable in the binomial regression 

models in order to compare which mode of commitment is more likely to be associated with Esc, 

De-Esc, or no changes.  

A dummy variable (DEVELOPED) was assigned to control for variation in commitment choices that 

might result from the re-entrants being a developed ("1") or emerging market firm ("0"). We 

defined emerging markets according to the FTSE country classification index. Regionalisation 

effects (REG) were controlled for to determine whether, as previously documented with de novo 

entrants (Chang and Rosenzweig, 2001), re-entrants also tend to return to countries within their 

home region via higher commitment modes, whilst being more risk-averse when re-entering 

markets further afield. We looked for regionalisation patterns between countries within the 

European Union, North America, Latin America, APAC, and Africa. Regionalisation was also 

measured as a dichotomous variable with re-entry deemed regional when the home and host 

countries are within the same region. Changing economic factors in the host market have also 

been associated with increased market commitment (Javalgi et al., 2011). We measure changes 

in the size of the market (MARKET_CHG) as changes in GDP per capita at t-1 of re-entry compared 

to t-1 of exit, i.e. MARKET_CHG = (t-1) re-entry – (t-1) exit. Similar to the variables INST_CHG, 

MARKET_CHG is a dichotomous variable which takes the value of “0” if the coefficient is negative 

(i.e. decrease in market size) and “1” if the direction of change is positive (i.e. increase in market 

size). Finally, three industry dummies are added for automotive (AUTO), retail (RETAIL) and 

financial services (FINANCIAL) sectors, as around 50 per cent of the sample of re-entrants operate 

in these sectors.  

The standard deviations and pairwise correlations for all the variables are reported in Table II. 

The values for the variance inflation factors (VIFs) were also calculated. The VIFs range between 

1.02 and 3.13, suggesting no serious problems of multicollinearity for the analysis.  
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Model specification  

The re-entry commitment decision between not changing commitment and the alternatives of 

escalation or de-escalation is modelled as a qualitative choice problem using a series of binomial 

logistic regression models. This statistical method was applied due to the characteristics of the 

dependent variable, which is a categorical variable with alternative outcomes (change in 

commitment versus no change in commitment; and then Esc versus no change in commitment; 

De-Esc versus no change in commitment); and the mix of both continuous and categorical 

predictor variables which affect the odds of choosing one alternative commitment over another.  

For robustness checks, we compiled information to measure institutional change from other 

databases such as the World Bank (e.g., Meyer et al. 2009; Xia et al., 2009) and did not find 

significant differences. In fact, our own robustness checks show that the databases used to 

measure the quality of institutions are highly correlated; e.g., “freedom to trade internationally” is 

highly correlated with “regulatory quality” (r=0.71) and with “property rights” (r=0.70). Similarly, 

the variable “legal system and property rights” correlated with “rule of law” (r=0.76) and “control 

of corruption” (r=0.77). We also tested different year dummies to control for any variation that 

may result from the 2008 (2007, 2008, 2009) recession in Western countries and the 1997 (1996, 

1997, 1998) financial crisis in Asian countries (i.e. whether there was a concentration of market 

exit events around those periods). Also, a colleague independently coded the motives for exit into 

a separate proforma to ensure that objective categories have emerged from the qualitative data. 

This coding conforms to our categorisations of market exit motivations.  

--- Table II --- 
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Results 

Empirical results are presented in Tables III and IV. The estimated coefficients, as shown in the 

tables, signify that for a unit change in the predictor variables, the logit of an outcome relative to 

the reference group is expected to change by its respective parameter estimate (in log-odds 

units). For instance, in Table III, a negative (positive) coefficient signifies less (more) likelihood of 

changes in commitment over no change in commitment. Each of the six models (Model 1-6) 

presented in Table III (Table IV) estimates the relationship between the independent variables and 

changes in commitment (Esc/De-Esc) by using no changes in commitment as the base outcome. 

In both Table III and IV, Model 1 includes only the control variables. Models 2-4 add the 

hypothesised variables (host market-specific experience, exit motives and host institutional 

change). Model 5 adds the interaction effects. Finally, the full model (Model 6) incorporates all 

hypothesised relationships and control variables. The likelihood-ratio and chi-square tests 

indicate that the independent variables have significant explanatory power, particularly those 

measuring motives for the exit and host institutional change. 

Table III indicates that the coefficients associated with HOST_EXP in Model 2 are not significant 

(for neither Esc nor De-Esc - see also Table IV) thus supporting Hypothesis 1. Therefore, host 

market-specific knowledge and experience accumulated in the host market between initial entry 

and market exit did not have a significant influence on re-entrants' decision to re-enter via a 

different mode. In turn, both variables measuring exit due to poor performance (EXIT-

Poor_Market_Performance and EXIT-Poor_Mode_Performance) show highly significant 

coefficients, implying a significant impact on the decision of whether or not to change 

commitment on re-entry. Model 3 (Table III) shows that the coefficient for EXIT-

Poor_Market_Performance is significant and negative (β= -0.712, p<0.01), whilst that of EXIT-

Poor_Mode_Performance is significant and positive (β= 1.614, p<0.001) for commitment 

changes. In terms of the type of commitment change, Table IV shows that the negative coefficient 

is attributed to Esc (β= -1.466, p<0.001); i.e. firms are more likely to re-enter via the same mode 

than Esc commitment when they have performed poorly in the host market the first time around. 

In turn, firms are more likely to Esc (β= 2.413, p<0.001) when exit is associated with poor 

performance of the mode of commitment previously used. Hypothesis 2 is therefore partly 

supported for commitment Esc, in that changes in organisational behaviour, i.e. changes in 

commitment, tend to be driven by the market exit motivations of the re-entrant firm and that re-

entrants potentially do learn from their previous mistakes. Strategic exit has only a marginal and 

negative effect also on the likelihood of Esc (Table IV, Model 3) mostly confirming our Hypothesis 
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3, in that a firm which executes a strategic exit has no strong motivation to re-enter via the same 

mode nor to change their commitment as a consequence of the exit experience alone. Based on 

our findings, motives for the exit tend to explain Esc more so than De-Esc. 

As predicted in Hypothesis 4a favourable changes occurring in the host institutional environment 

during the time-out period are also shown to have a significant effect on changes in commitment. 

Model 4 in Tables III and IV confirm that the coefficients of INST_CHG are positive and significant 

for changes in commitment (β=0.880, p<0.001) both in terms of Esc (β=1.455, p<0.001) and De-

Esc (β=0.449, p<0.05). Hence, Hypothesis 4a is supported by our findings whilst Hypothesis 4b is 

not. Favourable institutional change does not necessarily decrease the likelihood of De-Esc. In fact, 

we found that firms are more likely to change commitment in either direction when favourable 

changes in host institutions occur during time-out. It may be that some re-entrants opt to re-enter 

the market in response to favourable institutional changes but choose to re-enter via a lower 

commitment mode and perhaps escalate once the new institutions have become more 

legitimised. Finally, Hypothesis 5 proposed that INST_CHG may potentially act as a moderator to 

strengthen the relationship between HOST_EXP and changes in commitment. Contrary to 

previous studies (e.g. Xia et al., 2009), we did not find a significant interaction effect between host 

institutions and firm prior experience. Our results did not show the more experience re-entrants 

have, the less likely they are to change their commitment in response to institutional change. 

Hence, our data does not support Hypothesis 5.  

Our control variables also reveal some significant results. There is a negative and significant 

relationship between firms operating in AUTO and De-Esc, which could mean that automakers 

would have made significant investments in manufacturing plants and distribution networks and 

thus choose to re-enter with a partner or perhaps through exporting products to the market. In 

turn, the positive effect of RETAIL on Esc may mean that to capture re-entered markets, firms 

choose to opt for more control over their operations than re-enter via the same mode. 

Interestingly the effect of RETAIL on Esc decreases when adding the effect of exit motives showing 

that it is not just retailers who make commitment decisions based on the exit experience. We also 

found that older re-entrants tend to be less likely to De-Esc, however the effect of AGE is generally 

only marginally significant. TIME-OUT has a significant and negative effect on Esc and a positive 

(marginally) and significant effect on De-Esc in some of the models in Table IV. It may be that the 

longer the time-out period, the less contact the firm has had with the host market and the more 

uncertain that market is perceived to be, and as such re-entrants may be less likely to escalate and 

more likely to de-escalate. Contrary to what may be expected, developed market MNEs tend to be 

more likely to De-Esc compared to non-developed market firms. 
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Some of the other measures of experience controlled for in this study also show interesting 

results. Most notably perhaps, GEN_EXP_DIV has a negative effect on the likelihood of 

commitment De-Esc, and as shown in Table IV, this effect becomes more significant when the 

effect of INST_CHG is present (i.e. in Models 4, 5, 6). We suggest that re-entrants which possess 

experience diversity from having operated in a larger number of countries, are less likely to make 

a decision to de-escalate when the host institutional environment has changed favourably during 

time-out. General international experience has been associated with firms having a greater 

absorptive capacity and being able to integrate more information in their knowledge pool 

(García-García et al., 2017). In the same models, the opposite effect can be observed for 

DEVELOPED, in that, developed market firms are more likely to De-Esc, particularly when 

favourable institutional changes have occurred during time-out. 

Concerning the effect of prior commitment mode, we found that a re-entrant that previously 

operated via non-equity modes is less likely to change commitment (i.e. Esc) compared to a firm 

that was previously operating via a JV (Esc: EXPORTS, NON_EQUITY < JV) and less likely to De-Esc 

compared to a firm that was previously operating via a WOS (De-Esc: NON_EQUITY < WOS). 

Exporters, licensors and franchisors which have not experienced deep involvement in the market, 

may have not generated sufficient knowledge and experience during their initial market foray that 

they can leverage to Esc commitment upon re-entry, and thus choose to re-enter via the same 

modes of commitment (Padmanabhan and Rao, 1999). When investigating the type of changes 

in commitment we did not find that firms previously involved in JVs are less likely to De-Esc than 

those who were operating through their own subsidiaries prior to exiting the market. We 

observed that adding the effects of exit motives tends to reduce the significance of the 

relationship between prior mode of commitment and changes in re-entry commitment (e.g., 

Models 3, 6 in Table IV). Our findings confirm our assumption that the decision of whether or not 

to change commitment, and if so the direction of commitment change (i.e. Esc or De-Esc), may 

vary significantly across different operation modes.  

--- Tables III and IV --- 

Discussion and implications for research 

Foreign market re-entry is characterised by a process of initial market entry, whereby the firm 

accumulates some knowledge and experience through operating in the host market, and a 

process of time-out between exit and re-entry, where changes may have occurred particularly in 

the external, institutional environment of the firm. Drawing upon insights from the 
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organisational learning perspective, we examined a process in which re-entrants either (1) re-

enter via the same commitment modes in which they were operating prior to exit, or (2) alter 

their behaviour upon re-entry based on learning from different types of experiences and on 

institutional changes that may affect the applicability and usefulness of past learning. Our 

hypotheses were focused around the idea that learning from the exit experience may be more 

impactful on the re-entrant's choice of commitment than more broadly learning from 

experience accumulated over time. Our empirical findings show that experience accumulated 

over time, and failures associated with exit, tend to have differing effects on changes in re-entry 

commitment. 

The question of how and under what conditions firms learn remains an issue of high relevance in 

international business and management research (e.g., Anand et al., 2014; Casillas et al., 2015; 

García-García et al., 2017; Gong et al., 2017; Surdu and Mellahi, 2016; Zeng et al., 2013). Over 

time, experience of operating in foreign markets has been argued to play a key role in the 

internationalisation process, because understanding how to operate in a host market makes 

firms more confident in their ability to perform there, leading to increased resource 

commitment (Casillas et al., 2015; Delios and Henisz, 2003; Nadolska and Barkema, 2007; 

Sapienza et al., 2006; Zeng et al., 2013). More recent studies continue to support this view of 

experience, particularly experiential learning which is “the most analysed source of foreign 

knowledge acquisition” (Casillas et al., 2015, p. 103) and that “firms escalate their commitment 

to a given foreign market over time, shifting from joint venture to whole ownership as they 

accumulate relevant experience” (Guillén, 2003, p. 186). Contrary to previous findings on initial 

foreign market entry, prior knowledge and experience accumulated over time do not directly 

determine re-entrants’ decisions to change their behaviour at re-entry, i.e. the more experienced 

re-entrants may not necessarily escalate commitment when re-entering the market. Further, we 

found that institutional change does not strengthen the relationship between prior learning 

through experience and re-entry commitment as assumed in previous studies on market entry 

choices.   

In line with our hypotheses, results indicate that experience remains too vague a notion to 

significantly explain changes in commitment. One explanation for this is that when the process 

of learning from prior knowledge and experiences is a non-linear or disrupted process, 

organisations may find it more difficult to transfer the knowledge and experience accumulated 

in the past to new decisions such as the re-entry commitment decision. Hence, the effect of host 

market experiential knowledge may become weaker as firms undergo a period of time-out 

between exit and re-entry, which poses restrictions on an MNE's ability to exploit the knowledge 
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acquired from past experiences. Organisational unlearning may occur when prior knowledge 

cannot be easily accessed by re-entrants, such as when the process of learning is interrupted by 

the market exit decision but also when institutional changes have occurred in the host 

environment in the time-out period. This may explain why other drivers, such as host 

institutional changes and exit motivations, are stronger predictors of whether re-entrants 

change their commitment modes and the type of commitment changes they opt for.  

A key finding of our study is that re-entrants who change their behaviour at re-entry draw on 

other types of learning such as paradigms of interpretation (Schwens and Kabst, 2009) of the 

exit experience than on learning from prior experience accumulated in the market over time. 

These findings contribute to distinguishing the re-entry phenomenon from that of initial market 

entry and make an initial step towards providing a more nuanced understanding of 

organisational (un)learning. Learning and organisational memory may not only be fostered by 

prior experience accumulated over time, or the diversity of a MNE's pool of knowledge, but also 

by the organisational proximity of a given event and its impact on the organisation (Levitt and 

March, 1988). Motivations to exit the market exert a significant effect on re-entry commitment 

and implicitly on the ability of the re-entrant firm to learn from the events of the initial market 

foray and change behaviour where necessary. Re-entrants react to, and interpret the exit 

experience, particularly when the motivation to exit is closely linked to the re-entry decision 

itself, i.e. when firms exit due to negative experiences associated with poor performance with 

prior mode of commitment. This means that, in some cases, exit may carry a stigma of failure 

and add to the uncertainty of renewing operations in a foreign market, manifested in the firm 

potentially unlearning prior commitment strategies and behaviours and altering its 

commitment on re-entry. The significant effects of prior performance on commitment changes 

suggests that the exit experience is not easily forgotten nor excluded from decision making 

(Nummela et al., 2016) in that re-entrants do not replicate unsuccessful commitment strategies 

and tend not to return to previously existed markets via the same commitment if they had 

previously underperformed in the market.  

By testing for the effects of market exit, we responded to Zeng et al.'s (2013) call for research on 

organisational learning and found support for the idea that the learning effect of prior 

knowledge and experiences is influenced by the outcomes of prior operations (Levinthal and 

March, 1993). Since foreign market re-entrants tend to learn more from their mistakes (or 

potential failures) than from their successes, it may be that parts of the past knowledge and 

experience may be intentionally or unintentionally unlearned and even disregarded from future 
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decision making. In fact, it may be that the development of new learning that is required to re-

enter occurs best under conditions where there are few or no existing organisational routines to 

unlearn (Autio, Sapienza and Almeida., 2000; Cohen and Levinthal, 1990). Following from prior 

studies (e.g., Gong et al., 2017; Xia et al., 2009), our study further questions this generalisation 

approach to the effects of learning on MNE market (re-)entry commitment and concludes that a 

clearer distinction should be made between the types of learning available to firms. This may 

enable researchers to provide a more nuanced theorising of organisational learning effects by 

better testing for its fundamental mechanisms.  

Our theory also predicts that institutional change in the host market in the time between exit 

and re-entry may strongly influence the decision to change commitment irrespective of the 

experiential knowledge re-entrants possess in the market. Although there is a well-established 

approach that takes for granted the positive effect of experience on firms increasing 

commitment in the host market (e.g., Brouthers et al., 2008; Chang and Rosenzweig, 2001), our 

results provide evidence to suggest that the decisions firms make depend on their 

understanding of the need to conform to host institutional environments and legitimacy 

pressures irrespective of prior experiences. Firms that are encouraged by local institutions such 

as governments, to capitalise on institutional changes may receive support and resources from 

key host institutional actors (Meyer et al., 2009) and thus re-enter a previously exited market 

with commitment modes that better reflect the new institutional conditions. In turn, this may 

decrease the need to possess significant market-specific experiential knowledge. With few 

notable exceptions (cf. Xia et al., 2009), research has overlooked the potential effects that 

institutional changes in host market environments may have on the current and future 

applicability of prior knowledge and experience. Changes in institutional environments alone 

can, in fact, lead to changes in organisational strategies. This study confirms the high explanatory 

power of institutional change for re-entrants, as re-entrants respond to positive cues in their 

host environments by increasing their host market resource commitment on re-entry to 

capitalise on favourable institutional changes.  

Also notable is that most of our variables tend to explain change in the direction of escalation, 

whilst the antecedents driving firms to de-escalate are less evident. It may be noted that, when 

testing for the effect of institutional change on changes in commitment, we found that re-

entrants which possess significant experience diversity tend to be less likely to de-escalate when 

favourable institutional changes have occurred in the host environment. This leads us to 

conclude that general experience attained from operating in a variety of countries makes firms 

better able to understand the idiosyncrasies of various institutional environments and thus alter 
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their commitment accordingly. Perhaps more conventional measures of experience (e.g., 

number of years, number of markets) are more suitable to explain the possibility of de-

escalation, whilst increased commitment into a previously exited market is driven by other 

variables such as learning from the exit experience. It would be beneficial in future research to 

further contextualise the applicability of prior learning and address the questions of when and 

why firms display heterogeneous responses to their institutions (Kostova et al., 2008), or better 

still, changes that may occur in their host market institutional environments.   

Given that a large percentage of the sample firms neither escalate nor de-escalate commitment, 

the organisational mode in which firms were operating prior to market exit is a strong predictor 

of re-entry commitment. This supports Xia et al.’s (2009, p. 1291) notion that “[re]entry 

experience in a foreign country can be an important source of inertia” leading to (re)entrants 

returning via the same type of commitment in which they were operating prior to exit. While 

investments in physical plant and personnel, such as those necessary when setting up wholly 

owned subsidiaries, are difficult to salvage when modes are reversed (Belderbos and Zou, 2009), 

potentially a firm may still be able to salvage intangible investments, such as distribution 

partnerships and business networks, by returning via the mode in which it was operating prior to 

exit (Pedersen, Petersen and Benito, 2002). Indeed, re-entering by the same mode may yield 

benefits in terms of salvaging some of the investment costs incurred following exit. Moreover, re-

entrants may tend to revert to those behaviours most familiar to them when faced with highly 

complex and unusually uncertain decisions (Hutzschenreuter, Pedersen and Volberda, 2007; 

Huang and Sternquist, 2007). In this study, we found that inertial effects vary across modes 

(Benito, Pedersen and Petersen, 1999; Padmanabhan and Rao, 1999). Re-entering via the same 

mode of commitment is particularly the case for exporters, licensors and franchisors, who have 

not experienced deep involvement in the market and may not have generated sufficient 

knowledge and experience that may be applied to escalate commitment upon re-entry. Re-

entering via the same commitment mode also avoids the costs of learning how a different mode 

works in the host market. In addition, the desire the maintain the status quo may come with 

increased managerial uncertainty (Padmanabhan and Rao, 1999). When faced with the re-entry 

decision, managers may be reluctant to replace a well-known and familiar low commitment mode 

with a higher commitment mode of operation as it may further increase the perceived risk and 

uncertainty already associated with re-entering a previously exited market. We therefore propose 

that the ability of firms to learn may be eroded by their relative lack of involvement in the host 

market, as may be the case with exporters and other firms operating via low commitment modes. 

That said, we found that even these relationships vary, as with the introduction of exit motives, 



  Henley Discussion Paper Series 

25 
© Surdu, Mellahi, Glaister, November 2017 
 

even exporters are not necessarily less likely to escalate compared to other modes such as JVs. 

These results support the view that even MNEs that have not acquired significant and deep 

knowledge in the host market recognise that the exit experience provides a learning opportunity, 

particularly when the exit motives are associated with poor market performance, and especially 

in the case of poor mode performance. 

Limitations and future research  

There are several opportunities for further research. Importantly, foreign market exit should not 

be viewed as a permanent outcome, because MNEs that follow the prescription of irreversibility 

of international operations may miss potential host market opportunities if they do not consider 

re-entry as a viable strategic option. For re-entrants, previous modes of commitment reflect on 

how the firm chooses to re-commit human as well as financial resources to previously exited 

foreign markets, thus confirming that discussions on the implications of initial entry and exit 

should also incorporate discussions about re-entry and vice-versa. Whilst some MNEs de-escalate 

commitment upon re-entry, others re-enter via the same mode or escalate their commitment to 

the market, proving that once bitten does not always equal twice shy. 

Our measures of organisational learning comprise how firms learn from direct experience. Prior 

studies have suggested that different types of experience (e.g., firm experience, general entry 

experience, exporting experience) may have different organisational behaviour and performance 

outcomes (see Clarke et al., 2013; Gao et al., 2008). Other sources of learning could be included 

to further examine re-entry commitment. For instance, it would be beneficial to extend this study 

by examining whether firms learn from the experience of others, for example, via business and or 

institutional networks, or whether learning from operating in one market may be transferred into 

a different market. Further, changes, other than institutional changes or changes in the size of the 

host market, may affect the ability of re-entrant firms to benefit from and exploit prior knowledge 

and experience when re-entering a foreign market. Internal and/or external changes that may 

have occurred in the time-out period which have not been captured in this study could be 

considered in future studies. 

Our empirical evidence indicates that re-entry decisions are not influenced by experience 

accumulated over time, however, the link between prior experience, learning and re-entry 

decisions may not be straightforward. Thus, it would be worthwhile to further investigate which 

types of experience matter and when. For instance, family firms may be better able to preserve 

organisational memory and routines and leverage them in subsequent decisions than large 

multinational firms. Moreover, prior experience accumulated over time may be more relevant 
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when paired with learning from business networks and institutional relationships that may 

provide firms with attractive opportunities for re-entry. Such ties have the potential to replace the 

need for other resources, such as prior knowledge and experience.  Accordingly, we re-iterate the 

appeal of Zollo (2009) and Zeng et al. (2013), to learn more about the potential positive as well 

as the detrimental effects of making strategic decisions based on knowledge acquired through 

experiences accumulated in the past. Further, by combining learning and institution-based 

rationales, new research could better assess in what contexts learning from prior experiences may 

be more or less beneficial. 

This study has focused primarily on understanding re-entry by explaining and interpreting the 

antecedents of re-entrants’ commitment decisions. An important unanswered question concerns 

the consequences of re-entry commitment decisions. Equity modes of commitment have been 

associated with better performance outcomes (cf. Chen and Hu, 2002), which begs the question 

“Does re-entering via equity commitment modes lead to better performance for re-entrants as it 

does for de novo entrants”? In the case of impending exit, it is important for firms to understand 

how to re-enter key markets and to be aware of which strategies have been successful for other 

re-entrants.  
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Figure I: Foreign market re-entry commitment decisions 

 

Table I: Characteristics of the sample 

 No. of re-entry events % 

Commitment decisions*   

No changes in commitment 670 65.6 

Commitment escalation 149 14.6 

Commitment de-escalation 157 15.3 

Year distribution    

1980s 32 3.1 

1990s 173 17.0 

2000-2010 350 34.3 

2011-2016 465 45.6 

Host market re-entered (top 5)   

India  147 14.4 

China  76 7.5 

South Africa  74 7.3 

US 67 6.6 

UK 52 5.1 

Home market of re-entrant (top 5)   

US 312 30.6 

UK 120 5.9 

Japan 87 8.5 

Italy  56 5.5 

Germany  49 4.8 

Broad sector of operations   

Manufacturing 426 41.8 

Services 594 58.2 

Major industries   

Automotive  209 20.5 

Financial services  171 16.8 

Retail 113 11.1 

Commitment Escalation 
=re-entry mode involves more 

equity than the mode of operation prior to 
exiting the market 

Commitment De-escalation 
= re-entry mode involves less 

equity than the mode of operation prior 
to exiting the market 

 

No change in commitment 
= firms re-enter via the same mode (degree 
of equity) in which they were operating 
prior to exiting the market  

FOREIGN MARKET  

RE-ENTRY 

 

Changes in commitment 
 

*Data on changes in commitment was available for 976 re-entrants   
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Table II: Descriptive statistics and correlation coefficients for changes in re-entry commitment 

Variables S.D. Mean  N 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 

(1) HOST_EXP 
21.8
8 

18.21 975 1                        

(2) EXIT-Poor_Market_Performance 0.48 0.62 1020 
-
.16** 

1                       

(3) EXIT-Poor_Mode_Performance 0.40 0.20 1020 
-
.13** 

.33** 1                      

(4) EXIT-Strategic 0.28 0.09 1020 .04 
-
.40** 

-
.13** 

1                     

(5) INST_CHG 0.68 0.51 886 -.05 .11** -.01 .04 1                    

(6) SIZE 1.47 3.60 988 .22** 
-
.10** 

-.01 -.01 -.08* 1                   

(7) AGE 
53.0
8 

78.12 1020 .41** 
-
.16** 

-.07* .04 
-
.13** 

.01 1                  

(8) MGMT-CHG 0.49 0.47 1020 .11** .01 .06* .04 .04 -.07* 
-
.16** 

1                 

(9) ALREADY_PRESENT 0.41 0.22 1020 .11** .12** -.04 .06 .03 .05 
-
.11** 

.04 1                

(10) TIME-OUT 
12.2
6 

9.81 987 .21** 
-
.29** 

-
.15** 

-.05 
-
.31** 

.11** -.05 .017 .10** 1               

(11) HOST_EXP_INT 
33.9
8 

42.75 986 .45** 
-
.16** 

-
.11** 

-.01 
-
.09** 

.02 
-
.09** 

-.06 .16** .35** 1              

(12) GEN_EXP_INT 
38.9
0 

55.19 997 .50** 
-
.17** 

-
.11** 

-.04 
-
.12** 

.04 
-
.10** 

.01 .04 .18** .10** 1             

(13) HOST_EXP_DIV 8.29 11.16 902 .05 .03 .01 -.05 -.05 .07* 
-
.16** 

-
.16** 

-.05 .27** .10** .10** 1            

(14) GEN_EXP_DIV 
57.4
9 

69.27 896 .12** .00 -.03 -.03 -.05 .06 
-
.21** 

-.08* .20** .15** .21** .00 
-
.64** 

1           

(15) EXPORT 0.48 0.37 976 .01 .04 -.08* -.05 .03 .19** -.01 
-
.09** 

.16** .33** .51** .06 .15** .46** 1          

(16) NON-EQUITY 0.36 0.16 976 -.08* .10** .06 -.05 .01 
-
.34** 

-.08* 0.01 .17** .38** .63** .07* .17** .40** .83** 1         

(17) JV 0.38 0.18 976 -.07* .08* .28** .00 -.07 
-
.36** 

-
.21** 

-.03 -.06 .26** .07* .04 .12** .09** .22** .21** 1        

(18) WOS 0.45 0.28 976 .11** 
-
.19** 

-
.21** 

.09** .02 
-
.48** 

-
.27** 

-
.29** 

-
.11** 

.37** .13** .06 .28** .04 .24** .31** .54** 1       

(19) DEVELOPED 0.34 0.86 1020 .11** .03 .01 .05 -.05 
-
.11** 

-.01 .07* .07* .21** .22** .07* .05 .07* .16** .19** .10** .21** 1      

(20) REG 0.47 0.33 1020 -.09* .01 -.06 .05 .05 -.05 -.02 -.01 .08* 
-
.10** 

-
.13** 

-.06 -.05 .00 
-
.09** 

-
.20** 

.03 
-
.25** 

-
.26** 

1     

(21) MARKET-CHG 0.61 3.34 833 -.03 .14** -.09* .07* 
-
.12** 

-.02 .04 
-
.13** 

.09** .04 .00 .07* .06 .24** .02 .02 -.01 -.07 .01 .12** 1    

(22) FINANCIAL_SERV 0.37 0.16 1020 .20** 
-
.20** 

-
.12** 

.01 -.04 
-
.15** 

-
.17** 

.07* .24** .20** .36** -.01 -.05 .15** .25** .25** 
-
.01** 

-
.23** 

.08** .06 .03 1   

(23) AUTO 0.40 0.20 1020 .10** .10** .10** -.05 -.02 .26** 
-
.19** 

-.00 
-
.12** 

.20** .03 .05 .18** .09** .21** .26** .21** .44** .06 
-
.13** 

.01 
-
.23** 

1  

(24) RETAIL 0.31 0.11 1020 
-
.12** 

.13** .09** .01 .04 
-
.13** 

.11** -.05 .09** 
-
.19** 

-.05 -.01 
-
.14** 

-
.10** 

-
.17** 

-
.19** 

-
.10** 

-
.16** 

.05 .04 .06 
-
.16** 

-
.18** 

1 
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Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Constant -2.005*** -1.950*** -1.982*** -1.180* -1.163* -1.423* 

HOST_EXP  -0.002 0.001 0.001 -0.004 -0.001 

EXIT-Poor_Market_Performance   -0.712**   -0.568* 

EXIT-Poor_Mode_Performance   1.614***   1.729*** 

EXIT-Strategic   -0.583┼   -0.401 

INST_CHG    0.880*** 1.005*** 1.065*** 

HOST_EXP x INST_CHG 

 

    0.008 0.009 

Controls       

SIZE 0.082┼ 0.082┼ 0.038 0.069 0.066 0.032 

AGE -0.003 -0.003 -0.003┼ -0.004┼ -0.003 -0.004┼ 

MGMT-CHG -0.099 -0.100 -0.184 -0.043 -0.055 -0.172 

ALREADY_PRESENT 0.063 0.056 0.322 0.216 0.216 0.456* 

TIME-OUT 0.015┼ 0.014┼ 0.013 -0.014 -0.012 -0.009 

EXP_INT 0.116 0.150 0.151 0.173 0.162 0.175 

GEN_EXP_DIV -0.004┼ -0.004┼ -0.004┼ -0.005* -0.005** -0.005* 

HOST_EXP_DIV 0.027* 0.027* 0.029* 0.028┼ 0.029* 0.031* 

EXPORTS vs. NON_EQUITY 0.037 0.029 0.253 0.027 0.038 0.372 

EXPORTS vs. JV -1.644*** -1.641*** -1.317*** -1.634*** -1.659*** -1.311*** 

EXPORTS vs. WOS -0.699** -0.712*** -0.823*** -0.800*** -0.804*** -0.930*** 

NON_EQUITY vs. JV -1.680*** -1.670*** -1.570*** -1.661*** -1.696*** -1.683*** 

NON_EQUITY vs. WOS -0.736** -0.741** -1.076*** -0.827** -0.842** -1.302*** 

JV vs. WOS 0.945*** 0.929*** 0.494* 0.834*** 0.855*** 0.381 

DEVELOPED 0.261 0.260 0.424 0.274 0.286 0.464 

REG -0.032 -0.039 0.086 0.059 0.062 0.221 

MARKET-CHG -0.010 -0.009 -0.068 -0.178 -0.188 -0.306 

FINANCIAL_SERV 0.219 0.238 0.270 0.189 0.196 0.235 

AUTO 0.402┼ 0.403┼ 0.218 0.493┼ 0.503* 0.261 

RETAIL 0.726** 0.719** 0.682** 0.770** 0.775** 0.713** 

       

Model indices       
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Table III: Logit regression (1): Changes in commitment compared to No changes in 
commitment (***p<0.001; **p<0.01; *p<0.05; ┼p<0.10) 

-2 Log likelihood 901.446 899.872 842.961 803.395 802.416 745.103 

Chi-square 93.920*** 94.729*** 151.640*** 123.817*** 124.796*** 182.109*** 

N 652 653 644 605 610 600 
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Variables 
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Esc De-Esc Esc De-Esc Esc De-Esc Esc De-Esc Esc De-Esc Esc De-Esc 

Constant -2.339*** -1.263┼ -2.315*** -1.862* -1.787* -1.223┼ 0.213 1.224 0.280 -1.131  -0.461 -1.299 

HOST_EXP   -0.001 -0.005 0.002 -0.004 0.001 -0.004 -0.003 -0.006 0.001 -0.004 

EXIT-
Poor_Market_Performance 

    -1.466*** 0.087     -1.359*** 0.258 

EXIT-
Poor_Mode_Performance 

    2.413*** 0.465     2.537*** 0.735* 

EXIT-Strategic     -1.006┼ 0.023     -0.919┼ 0.284 

INST_CHG       1.455*** 0.449* 1.680*** 0.542* 1.897*** 0.617* 

HOST_EXP x INST_CHG         0.013 0.007 0.017 0.006 

Controls             

SIZE 0.126 0.008 0.125 0.012 0.083 -0.008 0.099 0.034 0.091 0.037 0.079 0.012 

AGE -0.002 -0.005┼ -0.002 -0.005┼ -0.002 -0.005┼ -0.003 -0.006* -0.003 -0.006* -0.004 -0.006* 

MGMT-CHG -0.137 -0.089 -0.134 -0.097 -0.309 -0.130 -0.035 -0.072 -0.038 -0.094 -0.297 -0.160 

ALREADY_PRESENT -0.183 0.462 -0.181 0.426 0.278 0.446 -0.253 0.734* -0.244 0.730* 0.055 0.770* 

TIME-OUT 0.013 0.020┼ 0.013 0.019┼ 0.014 0.022┼ -0.039* 0.015 -0.036* 0.017 -0.031 0.022 

EXP_INT 0.168 0.047 0.178 0.118 0.320┼ 0.098 0.306┼ 0.125 0.292 0.112 0.432* 0.093 

GEN_EXP_DIV -0.002 -0.007* -0.002 -0.007* -0.003 -0.007* -0.002 -0.011** -0.003 -0.011** -0.002 -0.011** 

HOST_EXP_DIV 0.029┼ 0.03┼ 0.029┼ 0.031┼ 0.027 0.032┼ 0.019 0.045* 0.020 0.046** 0.013 0.049** 

EXPORTS vs. NON_EQUITY 0.155 - 0.153 - 0.323 - 0.116 - 0.126 - -0.461 - 
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Table IV: Logit regression (2)(3): Escalation (De-Escalation) compared to No changes in commitment (***p<0.001; **p<0.01; *p<0.05; ┼p<0.10) 

 

 

 

   

EXPORTS vs. JV -0.971*** - -0.971*** - -0.398 - -0.936*** - -0.962*** - -0.336 - 

NON_EQUITY vs. JV -1.126*** -3.406*** -1.124*** -3.386*** -0.722* -3.356*** -1.052** -4.160*** -1.088*** -4.197*** -0.864* -4.204*** 

NON_EQUITY vs. WOS - -3.343*** - -3.349*** - -3.462*** - -4.099*** - -4.117*** - -4.345*** 

JV vs. WOS - 0.063 - 0.036 - -0.106 - 0.062 - 0.080 - -0.141 

DEVELOPED -0.158 1.070* -0.161 1.103* -0.073 1.129* -0.286 1.485** -0.264 1.491** -0.295 1.560** 

REG -0.016 -0.043 -0.015 -0.056 0.175 -0.034 -0.034 0.073 -0.029 0.069 0.159 0.122 

MARKET-CHG 0.325 -0.369 0.322 -0.363 0.116 -0.456 0.147 -0.494 0.137 -0.504 -0.072 -0.717 

FINANCIAL_SERV 0.224 0.407 0.223 0.445 0.227 0.476 0.099 0.190 0.125 0.192 0.221 0.272 

AUTO 0.190 1.220** 0.190 1237** -0.065 1.130** 0.261 1.188** 0.285 1.200** -0.022 1.033* 

RETAIL 0.936** 0.522 0.932** 0509 0.699┼ 0.474 0.924** 0.540 0.929** 0.543 0.702┼ 0.472 

             

Model indices             

-2 Log likelihood 562.054 420.243 562.032 418.526 484.091 416.499 483.370 370.297  482.247 369.935 408.355 364.955 

Chi-square 34.583** 99.203*** 34.605*** 100.258*** 112.546*** 102.285*** 82.309*** 105.951***  83.432*** 106.313*** 157.324*** 111.293*** 

N 524 382 524 381 467 378 472 346 465 349 429 353 
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NOTES 

The parent firm is the unit of analysis. Parent firm refers to the company that is re-entering the 

market, including when the firm is re-entering through one of its divisions, e.g., Fiat re-entered 

Brazil with Alfa-Romeo as well as Iveco. Similarly, conglomerates such as General Electric have re-

entered multiple host market sectors (which we control for through the variable 

ALREADY_PRESENT). 

  

1 In our measurement of the dependent variable, we capture Esc as firms move from operating 

via a minority JV (between 5% and 50 % ownership) and a majority JV (>50% ownership) and De-

Esc when firms that were previously operating in majority JV opt for minority ownership at re-

entry.  

1 Two additional sets of regression analyses were conducted to investigate further into what 

types of Esc and De-Esc decisions account for the significant effects observed. Alternatives within 

Esc - no equity to more equity and JV to WOS and alternatives within De-Esc - equity to no equity and 

WOS to JV – are compared to the remainder of the sample. Results are available upon request.  
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