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ABSTRACT 

The recent emergence of Multinational Companies (MNCs) from developing countries as 
players of major role inside their industry has led the academic agenda to dedicate a lot of 
efforts on better understand the internationalization particularities of companies from this 
kind. This research aims on contributing to the already existent theoretical bodywork by 
highlighting the differences between firms from developed and developing countries by 
performing a cross-country comparison between two firms from the same industry: a 
Brazilian company, which will be called Beta due to confidentiality issues, and a Swedish 
company, which will be named Alpha. Although being joint-managed by Swedish and Swiss 
assets, this study focus on the Swedish part of the society, which is constituted by the firm 
which will be named Gamma. Both companies operate on the electric motors, power and 
automation technologies segment. The theoretical framework used was built under traditional 
International Business theories, such as the Nordic Research School in International Business 
and the Eclectic Paradigm. The method used constituted in a multiple case-study and data 
were collected from companies’ reports  as well as other publications, and primary data were 
collected by applying a questionnaire with both firms. Results highlight how the self-
experience was more important for Beta while partnerships affected more the case of Alpha. 
Different ownership advantages structures held each firm point out that the developed country 
MNC enjoys greater brand equity, making the developing country firm to provide adapted 
solutions to its customers in order to compete in the market. The orientation on seeking for 
localization advantages can be described as an extent as their capacities developed in the 
home market, and the drivers for producing abroad are similar among the firms.  
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1 INTRODUCTION 

1.1 BACKGROUND 
Increasing globalization levels has led to a number of measures, such as lower trade barriers 
and higher international integration, which made easier for a company to make itself present 
on a global level. Foreign markets are an important growth tool for companies, especially 
when the home market alone cannot prospect growth opportunities. This may happen due to 
lack of domestic demand, when the market is too small or the firm segment is to narrow, or 
due to the maturity either from the firm’s acting or from the competitors. Going abroad 
represents the opportunity for companies to reach new costumers in a much larger extent, but 
they also must face challenges like different political and economic scenarios, new 
competitors, new laws and regulations, and different quality demands. 
 
Firms may have different levels of international commitment. Since selling abroad has its 
difficulties besides its benefits, many companies choose to internationalize through indirect 
ways, which represents a safe choice due to the fewer exit costs in case of failure. But other 
companies make international operations a big part of their activities, such as the 
Multinational Companies (MNCs), whose settle its production in other countries other than its 
origin market.  
 
The Foreign Direct Investment (FDI) is the investment modality through which MNCs 
produce its goods and services abroad. It consists in long-term commitment of the company to 
the foreign market, that gives control or a significant influence level of a company located in 
another country (IMF, 2007). The majority of the MNCs are from developed countries. 
According to the United Nations Conference for Trade and Development (UNCTAD, 2008), 
the group of developed countries represents 83.6% of all foreign direct investments (FDI) 
stocks in the world, but this index have been decreasing, it was higher than 90% by 1993. In 
the last decade, the FDI flows from developing countries grew at a higher year average than 
the developed countries’ flows, and in this same period, the developing countries group 
doubled its share on the World’s FDI flows. 
 
Just recently the MNCs from emerging countries have drawn the researcher’s attention. Firms 
from these countries are acquiring powerful companies from more developed countries, like 
the Indian companies Tata, a car manufacturer which bought luxury brands like the British 
Jaguar and Land Rover, and Mittal, a steel producer that merged with the also British Arcelor. 
Other firm from the steel segment is the Brazilian Vale do Rio Doce, which acquired the 
Canadian Inco. All of these represent examples of how MNCs from are growing stronger and 
becoming players of great importance in a global level in its business segment. 
 

1.2 PROBLEM 
The early development of some economies, especially the United States and the Western 
Europe, has made some MNCs from these countries to be the first to emerge. Consequently, 
much of the International Business literature was built using companies from developed 
countries as an empirical source. Being a recent issue, the internationalization of emerging 
countries MNCs still lacks some solid knowledge. 
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It is argued that MNCs from emerging economies do not hold the same property structure as 
those from well developed countries (Filatotchev, Strange, Piesse e Lien, 2007), given that 
operating in more mature home markets gives the company an advantage to compete abroad, 
and some other factors may influence the firm’s competitiveness, such as the education of the 
labor force and the access to capital. All of these factors make it difficult for a company from 
a least developed country to compete against powerful opponents. 
 
Despite these factors, some MNCs from developing countries are making it through the fierce 
competition in their segments, running against their powerful rivals from markets which offer 
structure for their companies to develop some substantial competitive advantage. A consistent 
theory explaining how these developing countries’ MNCs achieve such accomplishment is 
still missing. 
 

1.3 RESEARCH QUESTION 
The question to be addressed in this dissertation is: 
 
How the internationalization process of a MNC from a developing country differs from the 
case of one from a developed country? 
 

1.4 PURPOSE 
This dissertation has the purpose to better understand the internationalization process of a 
developing country MNC, especially on how this process differs from the internationalization 
of a MNC from a developed country. The cases of two firms from the same business segment 
are going to be analyzed, a Brazilian company and a Swedish company. By doing so, 
differences are to be highlighted between the internationalization pattern of a MNC from a 
newly industrialized economy and other from a well developed economy.  

Some of the most commonly addressed theories from the International Business literature are 
going to be used to build the theoretical framework to be carried out on this research, namely 
the Nordic Research School in International Business (Johanson and Wiedersheim-Paul, 
1975; Johanson and Vahlne, 1977, Johanson and Mattson, 1988) and the Eclectic Paradigm 
(Dunning, 1980, 1988). Assumptions are going to be supported by some evidences from 
recent empirical studies. 

1.5 DELIMITATION 
Both the groups of developed and developing countries are quite heterogeneous, composed by 
different countries with different backgrounds. In this study, only two countries, one from 
each group, are going to be considered: Brazil, one of the largest economies in the world, but 
which still holds a position among the middle income countries; and Sweden, a small 
European country, but which has one of the highest HDI1 in the world and it is homeland 
from many of worldwide known brands. The comparison may not be enough to generalize the 
results, since each country cannot represent the whole group that each one represents, but both 

                                                           
1 Human Development Index is used by the United Nations Development Program to measure a country’s 
development level. It consists of an aggregate index of health, education and income. It is published every year 
in the Human Development Report. 
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of them are very different from each other, representing very well some prominent features 
from each group. 

The research is also going to be limited to two firms, one from each country, from the same 
business segment. The advantage of holding up to two companies from the same segment is 
that it makes it possible for a direct comparison to be done. The companies chosen to be part 
of the study are two of the world top brands in their industry.  
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2 LITERATURE REVIEW  

2.1 INTERNATIONAL BUSINESS THEORY 
After the World War II, the Bretton Woods Conference, which was held in 1944, still during 
the conflicts, defined some important factors that would benefit international business, mainly 
the adjustment of the foreign exchange market rates system, setting the United States Dollar 
as the international currency, and the creation of ultra-national institutions, the International 
Monetary Fund and the World Bank. After these events, which led to a stronger process of 
international integration, the international business’ rhythm speeded up, FDI flows, mainly 
from Northern countries, achieved higher standards, and only then a theory surrounding the 
topic started being developed. 

The first theories had a microeconomic scope, and tried to explain the reasons for a company 
to produce abroad. Hymer (1960/1976) argued that producing overseas was costly for the 
firm, due to the great amount of uncertainty regarding this operation, such as exchanges rates 
fluctuation, more attention needed to switching costs, and lower market knowledge. Given 
these reasons, any local firm would have some kind of intrinsic advantage against any MNC 
trying to produce locally. That stated, the author considers that a MNC should explore 
markets and products imperfections abroad through an owned competitive advantage, related 
to its intangible assets. Such imperfection may refer to local producers’ inefficiency to 
provide the market or existent unexplored opportunities. The competitive advantage for firms 
exploring external markets should regard to product diversification (Caves, 1971) or 
knowledge acquired by research and development (Hirsch, 1980). 

The Transaction Costs Theory (Coase, 1937; Williamson, 1975) explains that a company 
acquires new kinds of costs when choosing to sell its products abroad, which is called 
transaction costs, and these costs are associated with product delivery, information research, 
and every cost originated from exporting, which are denominated transaction costs. When 
producing abroad, this activity generates other kinds of costs, such as building facilities, 
activities control and coordination, and so on, which refers to internalization costs. According 
to the theory, a company decides the best way of serving a foreign market, through sales or 
local production, by the entry mode which leads to fewer costs. This means that the exports 
will take place when the transaction costs are lower than the internalization costs, and the FDI 
will occur when the internalization costs are lesser than the transactions costs. 

Vernon (1966) developed the Product Life Cycle, in which he states that a company, after 
introducing a product in its home market, will receive demand from other markets, making it 
possible to transfer its knowledge and processes to other places, regaining a product’s 
profitability even when it is in decline in its home market, benefiting from economies of 
scale. The author also cites the costs as a determinant for exporting or producing locally a 
product and other determinants would be the demand of products and the prospected gains by 
the company, mostly in the case of developed markets, or the access of resources, especially 
in developing countries. 

The Internalization Theory (Buckley and Casson, 1976; Rugman, 1981) distinguishes four 
different ways for a market to be supplied: by local firms, by local subsidiaries from MNEs, 
by products imports from local firms’ international subsidiaries, or by products imports from 
foreign firms’ subsidiaries. According to the authors, the way in which a market is supplied 
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occurs by the interaction of two variables, which are localization and ownership. The 
localization advantage explains that a firm would choose to produce on the place that offers 
the minor costs, while the ownership variable represents the advantage of exploiting market 
opportunities instead of giving space to other companies. 

After the development of the listed theories, two other theories gained notoriety by adopting 
some different approach from the studies that were being conducted by then. Researchers 
from the Unviersity of Uppsala, in Sweden, created a theory with a behavioral approach, 
while every theory in the area used an economic focus, which is known as the Nordic 
Research School in International Business, which refers to the Uppsala Model (Johanson and 
Wiedersheim-Paul, 1975; Johanson and Vahlne, 1977) and the Networks Theory (Johanson 
and Mattson, 1988). Meanwhile, Dunning (1980, 1988) gathered the different aspects from 
the international business’ theories in one single model, which were denominated the Eclectic 
Paradigm, also known as the OLI Theory, and later related FDI strategies with a country’s 
development level in the International Development Path (IDP) theory. Since these two 
research tracks have gained importance in the field of International Business and due to their 
ability to explain the internationalization of a firm, both of them are going to be used as the 
main theoretical framework in this study, and both of them each are going to be discussed in a 
specific topic below. 

2.1.1 The Nordic Research School in International Business 

The assumption that internationalization was not an exclusive process from large MNEs, but 
from smaller and medium sized companies from small home markets as well, is responsible 
for the development of the Uppsala’s Model. Sweden has a very restrict domestic market with 
an intense industrial activity, which makes the country very export-oriented. In order to 
comprehend the international success from Swedish firms, theorist from the University of 
Uppsala made some case studies with internationalized companies. The model establishes a 
gradual relationship among the foreign commitment of a firm and its international experience, 
defining internationalization stages: irregular exports, exports through agents, sales 
subsidiary, and local production. Each stage represents a different commitment level to the 
foreign market, and the more the firm acts in those markets and add resources for it, it 
acquires a knowledge that will allow the commitment level to grow. The firm benefits from 
its learning throughout its growing commitment to the international market. 

Not only a market’s profitability is a factor of attractiveness, the authors consider that the 
psychic distance performs that role as well. Carlson (1975) compares international venturing 
to entering unknown areas, due to the great amount of uncertainty regarding an international 
expansion. The little understanding about the local practices contributes for this uncertainty, 
and the uncertainty is related to the psychic distance. The concept of psychic distance refers to 
the factors that enable or hinder the information flows between the firm and the market, like 
language, culture, education, political system, development level, and so on. A market with 
low psychic distance from the firm’s origin market represents a market that it is relatively 
easy for the firm to operate in it, while a market with high psychic distance consists in a 
higher difficulty, meaning that it would be harder for the firm to comprehend the market, 
since the information flows will delay its feedback. Just like in the case of the growing 
commitment, the firm will choose the enter markets with higher psychic distance after gaining 
experience on the ones with lower psychic distance.  
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On the case studies, the psychic distance factor was more important when selecting a market 
than the market size. The firms started its exports to other Scandinavian countries mostly, 
instead of going straight to larger markets such as the United States, United Kingdom and 
Germany. They gradually moved to some more psychic distant markets. The stages of 
internationalization were followed, except from some markets where the firms settled a 
production plant without placing a sales subsidiary before. Exports were the preferable entry 
mode chosen to new markets, rarely firms would choose to start its operations in a country 
with a fully owned sales force or by a subsidiary. Only after years of commercializing with a 
market the firm may opt to settle a production plant locally. 

The Networks Theory can be seen as an evolution of the Uppsala’s Model inside the Nordic 
Research School in International Business. The theory predicts that the relationship between 
the firm and other agents in the market may change the internationalization pattern proposed 
by the Uppsala’s Model. This happens because the Uppsala’s Model dealt with the firms’ 
capabilities alone, and did not consider the interaction of the firm with other institutions. The 
knowledge and information exchange in a strategic alliance can be a factor that it makes 
easier for a firm to adapt to the foreign environment, meaning that the internationalization 
process may occur in psychically distant markets and through modes with high commitment 
with it. 

Whitelock (2002) identifies four variables that it highly affects the interaction process: the 
elements and the interaction process, the involved parts’ characteristics, the atmosphere 
surrounding the interaction, and the environment in which the interaction is happening. 
Johanson and Mattson (1988) developed a matrix to explain the different levels of a 
internationalization, like is shown on Figure 1. 

Internationalization Level of the 
Network 

Low High 

Internationalization 
Level of the Firm 

High 
The Lonely 
International 

The International 
Among Others 

Low The Early Starter The Late Starter 

Figure 1: Internationalization Level Matrix accordi ng to the Network Theory. Source: Johanson and 
Matsson, 1988. 

The Early Starter is the firm with few relationships with competitors and supplies, which 
exports through agents and international distributors. The Lonely International is highly 
internationalized but focused on the domestic market, with previous knowledge from the 
foreign markets. The Late Starter is a firm acting on an internationalized network, but relating 
to the industrial networks indirectly contacting external agents. The International Among 
Others is a internationalized firm operating in a internationalized network, in which its 
international connections make easier to obtain foreign resources. 

These networks are built gradually as well, and firms are susceptible to network changes, 
since a network is made from the interaction of several different actors. The degree of 
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internationalization from the network in which the firm is inserted will affect its 
internationalization process, adding an external factor to the Uppsala’s Model, which focused 
mostly on the internal factors of a company. The finding of the theory has been largely 
corroborated by recent studies, by Bernal and Johnsen (2002), Haahti, Madupu, Yavas and 
Babakus (2005), Francis and Collins-Dodd (2004), Zhou, Wu and Luo (2007) and 
Prashantham and McNaughton (2006). Mort and Weerawardena (2006) argued that 
partnerships cannot restrict a firm’s strategic choices. Zuchella, Palamara e Denicolai (2007) 
consider that networking affects more the internationalization intensity than its pace. 
Anderson and Evangelista (2006) found out that personal networking facilitates international 
business also. 

2.1.2 The Eclectic Paradigm and the Investment Development Path Theory 

By trying to assemble the different scopes in the International Business Theory, Dunning 
(1980, 1988) approached the Internalization Theory, from Buckley and Casson (1976) and 
Rugman (1981), but added an extra variable, setting three groups of advantages that configure 
the internationalization decision of a firm: ownership, location and internalization. By 
reuniting in on single model all the different aspects from the main theories in international 
business, this theory became known as the Eclectic Paradigm. 

The ownership advantages are inherent to the company and crucial to the internationalization, 
because they are a matter of differentiation among firms. The more is the amount of 
ownership advantages held by the company, especially when compared to its competitors, 
higher will be its propensity to do business abroad. According to Lemaire (1997), it regards to 
the intangible assets and the position conquered by the firm, such as innovation capacity, 
qualified labor and financial status, that allows it to compete in foreign markets. Location 
advantages are country-specific factors which promote or not the trade or the production of a 
company within the market, like transportation, access to labor force, cultural barriers and 
market potential. The place which has such favorable conditions is more likely to be targeted 
as the destination of the firm’s investment. The internalization advantages comes from the 
benefits of the firm to use its own assets to produce abroad its products instead of allowing 
others to produce or distribute it, such as reducing exchange costs, information property, 
uncertainty diminish, and more control over supply, markets, contracts and business. The 
ownership advantages address the question of how the firms internationalize, while the 
location advantages address the question on where they are going to internationalize, and the 
internalization advantages address the reason why the firms internationalize themselves. 

When it comes to the motivations for a firm’s internationalization, Brewer (1993) and 
Dunning (2000) define four different kinds of foreign investment: the market-seeking 
projects, the efficiency-seeking projects, the resource-seeking projects, and the assets-seeking 
projects. The market seeking projects are oriented to the domestic market from the country 
receiving the investment. The usually substitute the imports, but they can create an intra-firm 
trade if the subsidiary comes to use an intermediary product imported by the investment’s 
origin country. The efficiency-seeking projects are not necessarily focused on the local 
market, but the international market instead, since they focus on cost reducing of a given 
product, in order to export it afterwards with a more competitive price. The strategy from the 
resource-seeking projects consists in getting access to abundant resources available at the 
destination market, like inputs, technology and labor force. This kind of project is guided to 
exporting products with intensity in these resources. The asset-seeking projects regard to 



13 

 

strategic asset acquisition of foreign companies by synergy, through mergers, acquisition and 
joint-ventures. 

It is believed that what really set MNCs from developed and developing countries apart is the 
ownership advantages’ composition, which involves, in large amount, different kinds of 
natural resources, labor force qualification, different levels of technological capacity, and 
government policies (Atsumi, 2006). 

Attempting to relate a country’s level of development to the intensity of MNCs activities, 
Dunning and Narula (1996) developed the Investment Development Path (IDP) theory, 
showing the stages in which an economy ceases to be an predominantly FDI receiver to be an 
FDI generator. A country propensity to be either is based on the extension and the pattern of 
its firm’s ownership advantages, on its localization advantages and on the presence of 
transaction advantages regarding the trade benefits of intra-firm transactions. The model 
suggests a direct relationship between a country’s development level and its international 
investment position. This means that as the country develops, the conditions faced by 
domestic and foreign firms also tend to change.  

According to the IDP model, countries pass through five development stages. In the first 
stage, it lacks of localization advantages to attract foreign investment. This means that the 
country has a low demand for the product, inadequate infra-structure and unqualified labor 
force. With the exception of some natural resources perhaps, the country has no attractiveness 
as an investment destination. In the second stage, with the help of government measures, 
some localization advantages are developed, such as the increase of the market’s purchase 
power, and some ownership advantages are developed as well by local companies to 
internationalize it. Firms are less dependent upon the government in the IDP theory’s third 
stage, because of its internationalization level increase, which leads to higher knowledge 
about coordinating international activities. Firms from countries in this stage are going to be 
motivated to invest in economies from the first and second stage. The capital costs becomes 
lesser than the labor costs in the fourth stage. FDI flows are oriented to performance-seeking 
and asset-seeking projects, aiming to maintain competitive advantages. In this stage, a 
country’s FDI stocks abroad overcome its the amount of inward FDI. At last, in the fifth 
stage, the FDI performance of a country will be more dependent upon the strategies from its 
MNCs. Differences between firms will configure the international trade and production, not 
dependent on country localization advantages anymore. 

The concept of the IDP is directly linked to the Eclectic Paradigm. A country propensity to 
become an investor will be based on the ownership advantages held by its firms and on the 
extent by which is wanted to exploit this value-added advantages in a foreign location. The 
IDP contribution is to state that differences regarding to MNC’s country of origin implies in 
different internationalization standards. The differences among countries relies on legal, 
cultural and political characteristics, which configures the institutional and economic 
environment in the home country of the MNC. 

2.2 EMPIRICAL STUDIES REGADING THE CASE OF MNCS FROM DEVELOPING 
COUNTRIES 
In order to compare the internationalization process of MNE from developing countries with 
the already existing theory, Li (2003) studied Acer, a Taiwanese computer producer, through 
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the analysis of secondary data. Results suggests that ownership advantages are not so 
preponderant for emerging economies enterprises as the Eclectic Paradigm predicts, since a 
company may produce abroad in order to develop some kind of ownership advantage, like 
Acer settled a factory in the United States to get access to high technology. The author also 
states that the stages from the Uppsala model are not mutually exclusives, being able to occur 
in the same time, and the psychic distance was not preponderant for the company’s market 
selection. Strategic alliances were important for the firm to compete against MNE from 
developed countries.   

Pangarkar e Lim (2003) evaluated the Singaporean FDI performance and the key aspects of it. 
MNEs from Singapore are, in general, inexperienced in the international market, acting 
mostly on other emerging markets and through joint ventures instead than fully owned 
subsidiary. Profitability is not a strong determinant when evaluating the investment’s success, 
showing that acknowledgement of its limitations makes the MNE from emerging countries 
have lower expectations to its foreign performance, and regarding the nature of the 
investment, such as performance seeking, profitability is by no means the subsidiary’s main 
goal. Subsidiary’s related size has a strong positive influence under its performance, which 
means that the amount of resources applied by the matrix may be critical for the investment 
success. Favorable attitude of the host country’s government were also determinant for the 
FDI’s success. Cultural proximity did not positively related to the FDI. 

The process of internationalization from a Brazilain MNE was documented by Urban (2006), 
which made a case study regarding Embraco’s operations in China. Results reveal the firm’s 
alignment with the Uppsala Model, the internationalization process was in accordance to the 
stages of commitment evolution and to the psychic distance factors, starting through exports, 
establishing a sales office abroad, and then performing joint venture or acquisition of 
production plant, being Latin America the first target market, and going to North America, 
Europe and Asia later. Even though, distant countries such as China represents a large 
commitment from the company to the market then other closer markets, like the United 
States, suggesting that psychic distance, by itself, does not determines the firm’s foreign 
investment. Core competences that were preponderant for international markets conquering 
were product’s innovation and development and the quality of delivering and technical 
assistance’s services. Establishing relationships were important for the firm’s operation in 
China, and the company could not reproduce its own management model, being necessary to 
develop a new one. 

Through a theoretical review, Luo and Tung (2007) analyzed emerging countries’ MNEs 
strategies and motivations, and argue that these companies use international expansion as a 
way to acquire strategic resources and to reduce institutional and market constraints in its 
home country. To do so, they must surpass its latecomer disadvantage through aggressive 
measures like buying critical assets from mature MNE to compensate its weakness. 

Filatotchev, Strange, Piesse and Lien (2007) explored the entry modes and the localization 
decision from Taiwanese firms in China by collecting firm level data. Managers should 
conciliate potentially conflicting goals and risk preference from several stakeholder groups. 
Companies with international financial institutions holding a large share of its stocks are 
associated with high FDI commitment, while companies where the family or domestic 
institutional investors hold a large share of stocks are associated with low external 
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commitment. Taiwanese MNE take its networks in consideration on its business strategies, 
exercising a strong impact on the firm’s internationalization. 

 Focusing on the ownership advantages and strategic actions of MNEs from China, Yu, Lau 
and Bruton (2007) composed a sample of Chinese manufactures which have a production 
subsidiary abroad. The authors highlight the importance of domestic’s institutional networks 
on emerging countries. While most studies deal with the business networks, the institutional 
network may help on the transition between institutional environment, proving extra 
competitive advantages for the MNE. Results also suggest that R&D intensity on the 
internationalization process is related to the intensity of industrial competition, such that 
Chinese MNEs, specially the R&D intensive, are moving towards a high internationalization 
level, in order to overcome competitive disadvantages in the domestic market. Strong 
networks and high exports level are associated with high internationalization degrees. The 
study also reveals that an entrepreneur behavior willing for innovation facilitates the 
international engagement of a MNE from a developing country. 

Bonaglia, Goldsten and Matthews (2007) made a study about white goods’ MNE from 
developing countries, documenting the internationalization process from Mabe, Arçelik and 
Haier (from Mexico, Turkey and China, respectively). Results point that the three companies 
followed the internationalization pattern, which starts by exports, and subsidiaries were 
settled later after gaining experience. Despite having different internationalization’s pace, 
every company used its networks to start its commitment to the global economy. The 
companies started joint ventures to get access to new resources and invested heavily on R&D 
to have its own distinction. The acquisition of traditional and known brands of the 
international market was also part of those companies strategy to gain reputation and loyalty, 
which is a long and arduous task, but buying brands that already had that status and 
maintaining this image allowed a quick gain of worldwide reputation to compete at the same 
level against firms from developed countries. 

Cuervo-Cazurra (2007) analyzed twenty of the so called Multilatinas, MNEs of Latin 
American origin, with private ownership in order to explore the differences between the 
internationalization processes of these companies to what the theory predicts. Multilatinas that 
has localization advantages in its home country tend to start its multinationalization through 
market subsidiaries, aiming to approach its foreign costumers. Firms willing to get access to 
some localization advantage in another country will settle production plants abroad. Beyond 
these findings, Multilatinas looking up to knowledge and access to technology tend to begin 
its multinationalization through developed countries, while those seeking resources should 
choose developing countries. The author also states that companies will prefer FDI when they 
face difficulties on transacting its products to other markets. 

South Korean Samsung’s internationalization was studied by Lee and Slater (2007), who 
argue that ownership advantage will have a major role on across borders investments from 
companies willing to use specific resources as reason to look for strategic assets. The 
company’s entrepreneurship, anticipating itself to the semiconductors industry market’s 
potential and committing themselves to an apparent high-risk investment, was essential to 
overcome firm from developed countries. 
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Also dealing with South Korean MNE, Rugman and Oh (2008) researched about specific 
advantages at firm and country level on the international business context. Results shows that 
firms perform abroad specific advantages developed in their home country, and in the case of 
firms from South Korea, they develop its R&D capacity abroad, becoming more intensive in 
this item, moving beyond the country’s specific advantages exploitation. Other Asian 
economies are the main targets of South Korean MNE, and most of its competitors are also 
from other Asian countries. 

In a sum, the studies above reveal that emerging countries’ MNEs usually follow the same 
internationalization pattern from firm that has already documented by the theory. Partnerships 
are an important source for these companies to overcome its intrinsic weakness as latecomers 
and to compete against more international-experienced companies. Whatsoever, the 
development of specific abilities and the innovation focus are preponderant for the firm’s 
competitiveness, but some companies may see the international market as a mode to gain 
ownership advantages, and not exploit them. Taken as a whole, MNEs from emerging 
economies prefer acquisition rather than Greenfield investments, in order to achieve a rapid 
insertion through already known brands or already existing structures, and also to acquire 
access to intangible assets.  

2.3 THEORETICAL FRAMEWORK 
There are two theoretical tracks which will guide this research: the Nordic Research School in 
International Business and the Eclectic Paradigm. The empirical studies shown on the 
previous section unveil that both theories are commonly addressed on researches inside this 
topic. The Nordic Research School in International Business will be used to check the 
influence of aspects such as the international experience, gradualism, psychic distance and 
networking over the internationalization processes of both firms. As for the Eclectic 
Paradigm, it will be evaluated how each firm exploits different types of ownership, 
localization and internalization advantages. 

Nordic Research School in 
International Business
- Stages Model
- Networks

Eclectic Paradigm
- Ownership Advantages
- Localization Advantages
- Internalization Advantages

Internationalization Process

 

Figure 2: Analytical Model According to the Theoretical Framework 

Figure 2 represents the analytical model of how different theoretical streams will be combined 
to provide such findings to answer the research question. Empirical data will be gathered and 
analyzed following this model. 
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3 METHODS 
This research is of a qualitative method with an exploratory nature. Mendenhall et al. (1993), 
Goodyear (1982), Osland and Osland (2001) and Wright (1996), argue that the lack of 
sophisticated theory in International Business requires more a theory-generating research than 
empirical testing, and qualitative methods allows deeper cross-cultural understanding 
(Marschan-Piekkari and Welch 2004). Eisenhardt (1989) had previously defended the use of 
qualitative research in a new area in which already existent theory seems inadequate. A 
multiple case study with two companies was carried out, the type of research said by Yin 
(1994) as being the preferred approach when ‘how’ or ‘why’ questions are to be addressed. 
Ghauri (2004) understands that the strengths of a case study relies on allowing longitudinal 
approach; on its contextuality ability, to help the researchers to explore the environment; on 
the analysis depth, which allows theory building, not only theory testing; and on its holism, 
permitting the investigation of a phenomenon from a variety of levels. 

The purpose to compare the phenomenon of MNCs between developed and developing 
countries asks for a multiple case study, in order to highlight the differences between the 
internationalization process of companies from different environments, especially on how 
some country-specific factors, such as the institutional scenario, may affect the company’s 
competitiveness, its international behavior and the development of its ownership advantages. 
The number of cases is limited in two, representing the minimal population from each group 
about to be studied. The two firms selected to compose the sample of this research operate in 
the same business segment, which is electric motors, power and automation technologies. Due 
to requests from both firms, their real names will remain anonymous, the Brazilian firm then 
will be named as the Beta Firm while the Swedish firm will be called as the Alpha Firm. 
Pauwels and Matthyssens (2004) would consider this case as a typical case against an atypical 
case, meaning that it represents the comparison of something that it has been largely 
documented by now, which is the internationalization of developed country MNCs, with 
something that it is new to the field of study, the internationalization of a developing country 
MNCs. The use of two firms from the same industry that are direct competitors seems a good 
idea to make possible a direct comparison of the results, avoiding influence from business-
specific factors in the analysis. The criteria for choosing both firms to be part of this research 
rely on the fact that both of them are players of world importance in their segment. 

A comparison among a Brazilian and a Swedish company seems interesting because of the 
differences surrounding both countries. It is true that, due to the fact that Brazil had a large 
amount of colonization from other European countries in its history, such as Portugal, Italy, 
Germany, Spain, Poland, Netherlands, and so on, it makes both countries to be culturally 
closer if compared to other prominent newly industrialized countries from Asia, like India and 
China. Even though, the social, political and economic scenarios in both countries are very 
distinct. According to the IMF, Brazil has the 10th World’s greatest nominal Gross Domestic 
Product (GDP), which is over US$ 1.3 trillion, around 188.8% bigger than the Sweden’s 
GDP, of US$ 455 million. But when it comes to per capita GDP, the Scandinavian country 
has the 8th place in the world rank, with US$ 49.6 thousand, while Brazil is only the 64th with 
US$ 6.9 thousand, which represents that the Swedish per capita income is worth of seven 
times the Brazilian one. This gap is represented by the population amount in each country. 
With over 190 million people, Brazil is the 5th most populated country in the world, while 
Sweden has a small population of a little more than 9 million people. Also, some social 
indicators can aid to better understand these disparities. Not only the income is higher in 
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Sweden, but its distribution is also better, the country is only behind Denmark and Japan on 
the United Nation’s rank on income equality, having a Gini coefficient2 of 25, while Brazil’s 
index is 57. Sweden has also some better social indicators than Brazil, with better health, 
education and criminality levels, and also better political indicators, such as less corruption, 
more stability, democracy and globalization. All of these are factors that help to explain the 
income and quality-of-life differences between developed and developing countries. 
Regarding the industry structure, Sweden is a very export-oriented economy, being timber, 
hydropower and iron ore the base resources of it, and telecommunications, automotive and 
pharmaceutical industries are also of great importance. Brazil is an exports growing country, 
and is a major provider of commodities goods, such as orange, soybean, coffee, corned beef, 
iron ore and steel, but aircrafts, automobile, electrical equipment, ethanol, textiles and 
footwear are also of great importance for Brazilian’s foreign trade structure. Although 
Sweden holds a much more competitive economy, Brazil is advancing on technology and 
infra-structure. 

Empirical data was gathered by the use of both secondary and primary data. Secondary data 
were collected by reading the firms’ website, documents, press releases, articles, and other 
kinds of publication. Primary data were collected by questionnaires applied by email. By 
definition, qualitative research is most suitable for analytical generalization as an analysis 
model (Pauwels and Matthyssens 2004), which means that the outcomes of this research are 
going to be tested against the theory surrounding the research topic (Yin, 1994). 

The questionnaire used to collect primary data was structured according to the theoretical 
framework approached in this study. Questions were formulated according to the Eclectic 
Paradigm and the Nordic Research School in International Business. Executive directors from 
the Beta Firm headquarters and the Alpha Firm’s Brazilian subsidiary answered the 
questionnaire. Each question requested the respondents to quantify from 1 to 7 the importance 
of different items to the internationalization process of their firms, as shown on this study’s 
annexes. 

The analysis occurred by combining findings from both the primary and secondary data. A 
comparative analysis is conducted in order to investigate how different factors can be 
important in each case and to highlight the substantial differences on the internationalization 
process of MNCs from developing and developed countries. These differences between each 
case are clearly exposed in order to better understand the main aspects that differs MNCs 
from different countries. Being a qualitative study, no statistical tool was used to perform the 
analysis, which was proceeded by the subjective interpretations from the results obtained 
only. 

Another limitation may be the structure of the data collecting tool. In the way of making good 
use of the scarce amount of time to perform this research, the questionnaire used did not 

                                                           
2
 The Gini coefficient is used to measure the income’s inequality distribution of a country, named after the 

Italian statistician Corrado Gini. A zero index means perfect income distribution, it would hypothetically be the 
case of a country where everyone has the same income, while an one index it would represent that only one 
person has all the country’s income and no one else has any income. This means that the lower the coefficient, 
the better is the income distribution.   
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present a high level of freedom to the respondents, considering that each topic approached 
already have items listed in order for the respondents to give their opinion, something that it 
may have restricted their way of seeing some non-listed elements. But still, the broad 
literature framework allowed the construction of a questionnaire which contains some highly 
preponderant factors for the internationalization of a firm, meaning that this quality may acute 
the above mentioned limitation. 
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4 EMPIRICAL DATA 

4.1 BETA: THE BRAZILIAN COMPANY 
Beta has around 22 thousand employees worldwide, and grew at a 22.77% year average 
between 2004 and 2007 (when the average growth of Brazilian’s GDP were 10.78% a year3),. 
The company has 14 production plants worldwide, which produces 10 million electric motors 
a year. Eight factories are in Brazil, three in Argentina, one in Mexico, one in Portugal and 
one in China. Despite electric motors, the company also produces other electrical products, 
automation products and paints.  

The firm’s history begins in 1961, in a small city on the south of Brazil which had a strong 
European colonization. The population is mostly from German and Italian heritage, 
implementing a culture of hard work, simplicity and rigid organization, factors that would 
become key elements for the company’s success. Once the business had started, expanding 
for the success in the domestic market took a lot of efforts. Strong foreign brands were 
already present in the Brazilian market, and the major local brands held about 90% of the 
motors market by that time. Reaching São Paulo, home from most of large industries and the 
center of Brazilian’s market, was quite difficult in the 60s, due to non-existent roads and 
precarious telephone connections. The company hired six resellers to commercialize its two 
types of motors produced, when large companies had over 300 different models. Persuading 
the customers with the quality of their products and its punctual delivery, the Beta Firm grew 
at a 37% year average between 1965 and 1975, an era known as ‘economic miracle era’, 
because Brazilian economy grew at a 10% annual average. The company had to enlarge its 
facilities in order to satisfy its demand’s needs during the 70s. 

The first foreign sales were made in 1970, to other countries from Latin America, namely 
Paraguay, Ecuador and Uruguay. A few containers were sent later to Canada on consignment. 
By that time, Beta had already built its own motor with technology acquired from Germany. 
This motor was made according to international standards. The company started engaging 
trade fairs abroad to obtain its first contracts of distribution and representation. 

The 80s were a troubled time for Brazilian economy, an era marked by high inflation, low 
growth, and a succession of failed economic plans. Beta had to cut down salaries and working 
hours by 25%, fulfilling the inactive time with an intensive training program, addressing from 
technical to various topics courses. Also during the 80s, the company widened its activities, 
producing now, besides electric motors, electronic components, industrial automation 
products, power and distribution transformers, liquid and powder paints, and varnishes electro 
insulating.  

Even though, during 80s Beta adopted the mentality of exporting continuously, when most of 
Brazilian enterprises would sell abroad only the production surplus, so the company created 
its own foreign trade department and invested on its employee’s foreign language learning, 
mostly English and Spanish, in order to expand its geographic action. With its name 
established on the home market and already introduced on the foreign market, it was possible 
for the company to expand its distributors and representatives network. 

                                                           
3 Measured in US$ Dollars at current prices 
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The company succeeded the crisis, but its competitors did not. Either they ran out of business, 
were bought, or faced financial difficulties. Beta inclusive could perform an expensive 
international growth, settling fully owned sales force in other markets. The first commercial 
subsidiary was placed in 1991, in the United States, 21 years after its first export. Afterwards, 
the firm choose to strengthen its position in the neighbor market, Latin America, and other 
developed markets, specifically Europe, Japan and Australia. Only in 2004 the firm would 
start focusing in other emerging markets besides Latin America. By August 2008, the 
company had 20 sales subsidiaries abroad, which are listed on Table 1. 

Country Year

United States 1991

Belgium 1992

Argentina 1994

Japan 1994

Germany 1995

Australia 1995

England 1997

Spain 1998

France 1998

Sweden 1998

Mexico 1999

Italy 2001

Venezuela 2001

Netherlands 2002

Chile 2003

Colombia 2003

India 2004

Singapore 2005

United Arabs Emirates 2007

Russia 2008

Table 1 - Year of Beta's Sales Subsidiary Opening by Country

Source: Company's Data  

The 90s were a important period on the company’s internationalization process, not only 
because of the placement of many commercial subsidiaries abroad, the company defined a 
specific foreign market strategy, founded its own export company and sent Brazilians 
executives to work abroad. The implantation of foreign subsidiaries was a strategy to lower 
the company’s dependence to distributors, but these workers had their importance in helping 
settling a subsidiary. The company also hired specialists of each country to do the legal work 
and the accountability. Bringing clients from abroad to get to know the company is part of the 
company’s desire to change the image of Brazil as a poor third-world country.  

But the internationalization process only reached higher levels in 2000, when the company 
finally made foreign direct investment, settling production plants in different markets. To 
implement a factory abroad, the way that most suited the company was the acquisition of 
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already existing motors factories. The company reached the Asian market, conquering a 
global coverage. The flows of Brazilians employees traveling abroad and foreign workers 
going to Brazil has being intense in order to spread Beta’s culture within its branches around 
the world. The company’s productive plants are listed on Table 2. 

Country Year

Argentina 2000

Mexico 2000

Portugal 2002

China 2004

India* 2009

Table 2 - Year of Beta's First Production Plant 
Installation in Each Country

Source: Company's Data. (*) Estimated.  

Despite acting in different segments, electric motors still is the main company’s product. Beta 
holds about half of the one-phase motors domestic market and three-quarters of the three-
phase motors domestic market. The company is an anonymous society/corporation, with its 
stocks being sold at São Paulo Stocks Exchange (BOVESPA). 

As technical support being one of the company’s strengths, Beta has approximately 1,200 
authorized technical assistances’ services, being 800 of those abroad. Each one of it is trained 
and monitored to guarantee a good service providing. When necessary, Beta send its own 
technical support staff abroad. 

The company’s international division working in Brazil has 179 people working with sales 
and 42 working with logistics. The distribution of these foreign sale sales according to its 
destination is shown on Graphic 1. In 2008, the first CEO whose not a member from one of 
the three founders family took the role. 

50%

31%

11%

8%

Graphic 1 - Markets Share Over Beta's 

Foreign Sales - 2007

America Europe Asia and Oceania Africa

 
                    Source: Company's Annual Report 
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During the process of stop being a small country side firm to be a MNC, the Beta Firm 
maintained much of the characteristics of its business concept since the beginning and also 
had to learn to improve itself in other aspects. According to Tanure and Ghoshal (2002), 
Beta’s business concept relies on the following factors: verticalization, innovation, training, 
participative management, quality, community, family and board of directors. 

Being self-sufficient was a strategy adopted in the beginning of the business in order to 
supply the huge demand from the “economic miracle era”, building the required capacity and 
infrastructure. By that time, acquiring raw materials it was challenging, mostly due to the 
isolation from the firm’s headquarters city, and the prices of some inputs could harm the 
company’s price competitiveness, so the verticalization process was needed. The company 
has its own foundries, metal stamping, wire drawing and machining centers, providing the 
company a larger management of its products qualities and delivery, making Beta less 
exposed to supply shortages. 

In the beginning, the company updated it motors copying the latest technology on its own 
laboratories. In 1968, when the founders first went to Germany, they acquired the expertise 
and machinery to develop a new motor of their own that was ahead of the competitors. Since 
1985, Beta stopped to bring technologies from abroad and started to develop its own, 
establishing links with electric technology hubs and universities in Germany and U.S to 
cooperate in research, training and internship, and that is how the firm’s innovation ability 
was developed. 

Part of the company’s strategy for being self-sufficient relates to the investment on 
developing the human resources available. Due to the lack of skilled labour, the company 
invested on the permanent employee development, through internal and external courses, in 
order for the workforce to learn how the use their sophisticated equipment and to be updated 
with the latest technology in electric motors. The company maintains the Centro Beta, which 
is a training centre with accumulated knowledge for all employees, and provides courses for 
all hierarchical levels. 

Building a culture of employee participation on managing the company, the Beta Firm has an 
organization structure based on commissions. Each commission consists in an independent 
group with primary decision power, only subject to the referendum of the board. These 
commissions are formed by professionals of different areas with some knowledge and interest 
on the commission’s project, who gather in order to create new processes or improved the 
ones that already have been institutionalized. Each commission’s project is supervised by a 
Director. If a project is approved, the commission is implemented and monitored by the 
interest department. 

High performance combined with low price was the competitive factor adopted by the 
company to compete against worldwide known brands, mentality that has followed Beta since 
the beginning until nowadays. The company imposed the ‘Zero Defect’ program in 1977, 
consisting of training sessions, lecture and incentives. In 1978, the Division of Normalization 
was created to centralize all the existing norms and disperse them as the company continued 
to grow in different product sectors. Beta keeps improving its products and processes qualities 
through employee’s participation. The company has two types of qualities program: the 
PWQP and the CCQ. The PWQP, acronym form Beta’s Program of Quality and Productivity, 
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in Portuguese, consists on a participatory administration system involving directors, managers 
and division supervisors, in which each operational division should make and implement 
some quality or productivity improvement. Efforts successfully implemented earn profit 
distribution among the groups responsible for it. These implementations can be addressed for 
broad or specific problems. The CCQ is an acronym for Circle of Control and Quality, and, 
unlike PWQP, the groups here are formed between the voluntary collaboration of members 
from different divisions. It encourages the commitment of all employees within creative 
solutions for the company, rewarding the best projects with prizes and trips abroad for 
technical courses. 

Besides its rigid hierarchy and the strong discipline imposed, camaraderie has also been a 
trademark of the company’s relationship with their employees. The weekly football matches 
between directors and employees in the 60s resulted on the creation of a leisure association 
for all employees enjoy with their families, which included sports facilities, barbecues kiosk 
and subsidized restaurant. Besides employing directly almost 10% 130.000 inhabitants from 
its headquarters city, the Beta Firm does makes a lot of contributions for the town society as 
whole, not only for its employees. The company, among other large enterprises from the city, 
has helped to improve hospitals, to build a cultural centre, to maintain kindergartens, and 
realizing other social activities as well to reinforce the firm’s image of community care. 

The Beta Firm started as a family company, involving the family of the three founders, and 
much of the company’s culture were tied to the founder’s personalities and local customs, and 
they were reluctant about changing this mentality. The label of a family company became 
target of discussion on the board if this was actually a good thing. So, in 1976, the company 
hired a specialist in family business, which developed guidelines about the family role in the 
business. Regarding the succession, all positions are filled by professional context, not by 
family ties. All family members have rules applying to them when it comes to salaries and 
maintaining transparency in the relations with the rest of the company. The families has 
always been encouraged to take part on the company’s businesses, and they are also 
encouraged to decide early if they are going to participate it or not, because there is a whole 
process of training and preparing the inclusion in the company. Even though not everybody in 
the families wants to be part of the company, they meet periodically in order to discuss family 
and company interests. 

In order to not completely leave the power they used to have, the founders formed a new 
board of directors, having a gradual reduction of their power. The ultimate decision relies on 
this board, not on the CEO. The board’s matters are issues like annual budget, important 
international expansion plans, like the opening of a new office abroad or technology 
agreements, and investments above US$ 1 million.  

4.2 ALPHA: THE SWEDISH COMPANY 
Alpha was formed in 1988 from the merge a Swedish firm, which will be named Gamma in 
this work, founded in 1883, and a Swiss, that will be named Delta, which was founded in 
1891. Its headquarters are located in Zurich, Switzerland, and its stocks are dealt in the 
Zurich, Stockholm and New York exchange market. Having currently around 120 thousand 
employees spread over 100 countries, the firm is a global leader in potency and automation 
technologies that enables performance gain by its customers. This study is going to focus on 
Gamma’s history on the period prior to Alpha’s foundation.  
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In 1883, an investor founded in Stockholm a firm which produced electrical lightning and 
generators. The investor had lost all of his wealth in the previous year due to a financial crisis 
that struck Sweden. Not willing to reduce his living standards, the investor, who was almost 
50 years old, went to Germany and England to study electric lightning systems, acquiring the 
necessary knowledge to start the company. But the main product was a dynamo developed by 
a mechanical engineer who used to work for his family business. The patent of the dynamo 
was bought and commercialized by the investor.  

The dynamo’s inventor was brother of a former investor’s employee. During a trip to the 
Continental Europe, his brother met the mining engineer. Both of them decided to bring to 
Sweden features that were already being used in other places, such as electrically operated 
mine hoists, aerial ropeways, industrial railways and machine tools. Because of his bad past 
experiences, the investor was not willing to take risks and expand his company’s operations, 
so their started their own company, which produced electrical power systems for industrial 
and transportation applicants. 

Both firms ended up merging in 1890, joining forces to face foreign competition, forming the 
the company that will be called as the Gamma Firm, being the headquarters moved to 
Västerås, near Stockholm. By that time, the mechanical engineer had already earned the title 
of father from the tree-phase system for generators, transformers and motors. The firm 
developed the first three-phase transmission system in 1893, and, despite the initial failure, 
the system was improved which led Gamma to be a major player in the Swedish 
electrification segment by the end of the 19th century. 

A severe financial crisis was faced between 1900 and 1903 due the international recession. A 
new president for the firm was defined, and networks with the firm’s major German 
competitors were built. Gamma concentrated on equipments for large power stations and 
tramcars, and given the customers’ needs, the company had to master new technologies for 
high voltages and large power outputs. The efforts were rewarded with the electrification of 
the railways in Sweden. 

In the first decade of the 20th century, Gamma started to export to other Scandinavian 
countries, to the United Kingdom and to Russia, and some attempts were made to sell 
products to Latin America and Asia as well. But the firm found difficulties to sell its products 
abroad, due to high tariffs and local competition. Finally, in 1910, the first sales subsidiary 
was settled abroad. Recognizing large opportunities in the British Empire, Gamma established 
a subsidiary in London. Subsequently, other sales subsidiaries were settled in Spain, in 1912, 
in Denmark and Finland, in 1913, and in Russia, in 1914. As a matter of fact, Gamma plans 
were to establish a production plant in Russia by 1917, given that the market was very 
profitable for the company, but this project was interrupted by the Bolshevik Revolution. In 
1916, when Gamma acquired one of its Swedish competitors, the firm started a subsidiary in 
Norway, since the exports from the recent-acquired company was concentrated in Norway. 
There were also agents representing the company in other markets. 

During the World War I period, Sweden went through several structural changes, stopped 
being an agricultural country to become industry intensive. A lot of companies were founded, 
based on advanced technology and some Swedish inventions. The mentality was very export-
oriented, but the Swedish businessmen at the time perceived the need to restrict to only one 



26 

 

single large company in each segment in order to the firms stay competitive, to bear the costs 
of the export organization and the qualified labor, and to perform mass production, gaining 
scale economy to lower the prices. Following this, Gamma became a major player in the 
Swedish market. Because of the intense economic growth in Sweden during the World War I, 
originated from the expansion of the industrial activity, the effects of the war did not affect 
the country, but a severe crisis came up in the post-war period. Gamma survived the crisis for 
having a strong international orientation. When the home demand fell, the foreign demand for 
capital goods raised, benefiting the electrical products. Even though, the labor force was cut 
off and production units shut down. This event made Gamma to fortify itself as an 
international company, making overseas sales a large part of its revenue. New sales offices 
were opened in Belgium, in 1920, and France, 1921, and a more active behavior was adopted 
on selling to Latin America and Eastern Europe. 

In the position of a international company, the Gamma Firm took measures to benefit its 
credibility regarding its shareholders by improving its management control. New accountancy 
methods were developed by the company, new departments were created and responsibility 
was delegated. A process of horizontal and vertical integration was needed to improve the 
firm’s competitiveness, so Gamma aligned with some of its Swedish competitors, some of 
which were later acquired by the firm, by forming cartels, in order to meet the demand, and 
some suppliers were acquired by the Gamma Firm to gain market control. Partnerships were 
important for the firm to operate in some international markets. Despite the fact that Gamma 
was already a large company, it was still a minor player compared to other most-experienced 
foreign firms. 

In 1946, the firm received a larger demand that its production capacity, and suffered from the 
shortage of labor, raw material, and office and warehouse space. The large demand from the 
inside of Sweden made the firm to diminish its foreign sales. Projects with large capital 
expenditure took place. Gamma started hiring manpower outside Sweden and continued to 
acquire other companies. Some of these acquired firms led Gamma to wide its range of 
acting, entering segments like ventilation and electrical household appliances. The company 
also entered in the electric welding segment, but now through the acquisition of another 
company, but as a result of some own researches made in the field. 

When entering in other European markets, Gamma used to look for niche opportunities to 
develop is competences. In Latin America, the firm relied on the cooperation with some other 
better-settled Swedish MNC. Sales subsidiaries were established first in Peru and Chile, in 
1946, but due to the production shortage in Sweden, an offensive export approach could not 
be done, so the firm decided to settle a factory in Brazil, Latin America’s largest single 
market, in 1950, but the production only started in 1955, due to difficulty to acquire founds 
from Sweden and to the Brazilian political instability. In the United States, Gamma used an 
alliance with a local company to enter the market, but a North American firm, one of the most 
powerful players in Gamma’s segment, made pressure and the Gamma Firm left the market, 
coming back years later by licensing its production to local manufacturers. The North 
American market was difficult and the exports to it were fairly low. 

The company maintained an entrepreneurship behavior by still providing innovations. 
Gamma built the first 400-kV transmission line and the first high-voltage direct current 
(HVDC), both in 1952, and became the first company in the world to manufacture synthetic 
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diamonds, in 1953. The development of such products was a challenge for the firm’s 
engineers, but the outcomes turned the Gamma Firm in an international reference on handling 
completely new and difficult technologies. A successful experience with the HVDC occurred 
in Sweden, when energy from the mainland was brought to the island of Gotland by 
submarine cables. 

The company considered its engineers’ cumulative knowledge regarding electronics and 
mechanics an important asset in developing innovative and quality products. Large motors 
were usually designed by each customer needs, while the smaller ones were mass produced. 
In the first half of the 20th century, Sweden had offered opportunities for Gamma to grow, and 
the next step it would be for the firm to establish itself as a major international company. Only 
during the 60s the firm established itself on the North American market. 

Between the 50s and the 70s, the company went through an intense internationalization 
process and invested a lot of capital in high technology, starting a program for nuclear power. 
The nuclear power appeared as an acceptable alternative energy source in Sweden around 
1955, with the image of environment-friendly and as a symbol of national growth. But things 
changed by 1974, when nuclear energy became aim of violent debate. Even though, Gamma 
was responsible for building nine out of the twelve nuclear reactors in Sweden. In 1978, the 
firm launched one of the first industrial robots. 

Reorganization and rationalization was needed for global competition. The company drawn a 
new division, cut down employees and became a holding company. Gamma negotiated with 
its German and Swiss competitors during the 60s in order for these firms to strengthen 
themselves and avoid British and French competition in the Eastern Europe. In this period, 
Gamma and Delta started to approach each other, since their capabilities seemed to be 
complementary, but negotiations did not go any further by that time. 

Much of the company’s international success can be credited to its innovative behavior on 
taking its products to the technical and economic limits, introducing novelty to the market. 
The development of the first three-phase electrical system was preponderant for the Gama 
Firm success in its early years, but, later on, some venturesome attitudes on  launching high 
voltage transmitters and entering new segments like nuclear power and robotics has allowed 
the firm to succeed in difficult markets, such as North-America, other than Europe, where the 
company has been long established. Taking a step further is what made the company to 
distinct it from its competitors. 

In developing countries, despite the previous attempts to settle the firm on Latin America, 
only in the 70s is when Gamma could achieve significant revenues to the area, by the high 
demand for the HVDC technology in the Itaipu Project, in Brazil, which built the world’s 
largest hydroelectric power plant by that time, being surpassed only recently by the Three 
Gorges Dam, in China, finished in 2008. There were also meaningful orders from Mexico and 
Peru. In Asia and Africa, the firm’s acting started by India and South Africa, respectively, two 
former British colonies which were developed by Gamma’s British subsidiary. Following 
markets in both continents were mainly oil producing countries. Despite the diversification of 
the destination markets of the Gamma Firm, the Scandinavian countries have always been 
among the main buyers from the firm since its beginning. 
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The company’s first manufacturing subsidiary abroad was in the United Kingdom, which was 
sold in 1957. Gamma, by that time, had also factories to produce transformers, in Norway, 
Brazil and South Africa, and motors in Australia and France. Later, in 1963, to strengthen its 
market position and surpass market barriers, production plants were settled in India, to 
produce oil-minimum circuit breakers, Mexico, to manufacture small motors, and Spain, to 
produce motors. In 1964 and in 1965, three major acquisitions made by the firm it was buying 
a firm from Germany, another one from Danmark, and other from Brazil. Some acquisitions 
of small European companies occurred in Germany, Belgium, United Kingdom and Greece, 
during the 70s. In Canada and the United States, Gamma started to settle factories only during 
the 70s. 

Eventually, some subsidiaries did not succeed. The Greek and the British production plants, 
and one from Brazil, were disposed. The Indian and the Mexican subsidiaries needed deep 
changes in the structure of operations to turn out profitable. Gamma’s experience states that 
newly established factories are, generally, more successful than those acquired from other 
owners, meaning that is easier to start everything than to change already-existing and usually 
compromised structures. 

In 1988, the Gamma Firm merged with the Delta Firm, from Switzerland, forming the Alpha 
Firm in a 50-50 society. The assets joint from the two companies, which amounted to almost 
178 thousand employees worldwide by the time, allowed the implementation of combined 
research and development expertise, and strengthened the firm’s position in the European 
market, given the Gamma’s dominancy in the Nordic countries, and Delta’s strenght in 
Continental Europe. The first few years of the new company had two trademarks: the 
reorganization process and the acquisition spree. Alpha decentralized its operations and cut 
off bureaucracy and work force. As for the acquisitions, in its first two years, Alpha bought 
55 companies in the United States and the Western Europe. Now the firm could finally reach 
to a significant influence level in the United States, after years of efforts from the two 
previous firms. 

During the 90s, Alpha focused on setting up production plants in emerging markets from Asia 
and Eastern Europe, benefiting from growth opportunities and low manufacturing costs. 
Expansion to Eastern Europe was intense after the fall of the iron curtain, but in Asia it 
occurred on a slower pace. Due to the Asian financial crisis in 1997, Alpha cut down over 10 
thousand jobs worldwide, but its ambitions in Asia still were strong, since the weakened 
currencies lowered manufacturing costs even more. In the year after, in 1998, Alpha 
performed the largest acquisition in its history, buying Elsag Bailey Process Automation and 
becoming the world leader in automation. In 1999, the firm quit nuclear power, power 
generation and rail business to focus on alternative energy. In the 2000s, the Alpha Firm 
entered the IT business by acquiring software firms and gradually eliminate its activities in 
Financial and Oil, Gas and Petrochemicals, to focus only power and automation technologies.  

Alpha incorporated the assets of both previous companies in 1999, according to the Swiss 
laws, and currently owns production subsidiaries in 49 countries, besides Sweden and 
Switzerland, being 22 European countries, 12 Asian countries, 7 Latin American countries, 4 
African countries, and also in the United States, Canada, New Zealand and Australia. The 
geographical distribution of Alpha’s sales is shown on Graphic 2. 
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5 RESULTS AND DISCUSSION 

5.1 THE NORDIC RESEARCH SCHOOL IN INTERNATIONAL BUSINESS 
The empirical data shows that propositions from the Nordic Research School in International 
Business can be applied in the cases studied in this research. Differences between Alpha and 
Beta start to emerge right after checking some preliminary data. The Swedish-Swiss company 
has a much larger structure, with currently 120 thousand employees worldwide and a revenue 
of almost US$ 35 billion. Beta, in the meanwhile, has around 22 thousand employees and a 
revenue of US$ 5,5 billion. Alpha also has a higher internationalization degree, not only when 
it comes on number of foreign subsidiaries, but on foreign sales as well. In the last five years, 
the Alpha’s foreign sales average is 53% of its turnover, while Beta’s percentage is 35%. 
Given that when Alpha was founded Gamma was already an international established firm, 
this difference can be explained by the time of operations from both companies. Automation 
and electronics are very rational and production intensive segments, which make both less 
susceptible to changes than other high-technology businesses, meaning that changes occur in 
a broader period. That said, a time gap can be very representative between both firms 
operations, because it takes time for one to establish itself. In this case, Gamma was founded 
in the 19th century, and obtained a worldwide reputation in the first half of the 20th century, 
while Beta was founded only in the 1960s and became more internationally active in the 
1990s, when Alpha already had a great structure for international production. As mentioned 
by the Uppsala’s Model, the international experience is a preponderant element on 
determining the internationalization level of a firm. 

Both Beta and Gamma presented an evolutionary behavior that it fits with the Uppsala’s 
Model, starting the foreign sales by indirect modes, passing through other stages until they 
reach international production. The Brazilian company started its exports to Latin America 
first and then United States and Canada later, while Gamma first exported to other 
Scandinavian countries and to some other European countries later. Although Gamma tried to 
sell its products to Latin America and Asia right after start exporting, it was an unsuccessful 
effort, the firm only succeed outside Europe after gaining more international experience. Still 
nowadays, the firms obtain the majority of its sales inside its geographical origin. Beta has a 
strong position inside Latin America, being the American Continent the most important area 
as origin of its revenue, in the meanwhile that Alpha perform the majority of its sales in 
Europe. All of these constitute strong evidences of the psychic distance factor, meaning that 
the companies choose to start its internationalization in countries which are similar to its 
home market, entering other tougher markets only after gaining international experience. 

Even so, it is important to highlight that the results of this study also reveals that the psychic 
distance cannot be fully applied during the whole internationalization process, similar to what 
was mentioned by Andersson (2004) and Urban (2006). Although the companies seem to 
respect the psychic distance when broadening its presence in foreign markets, this element 
may not be that preponderant when firms decide to upgrade its commitment to a single 
market. This means that psychic distance exercise a stronger impact when firms are choosing 
which markets they are going to enter, but its impact is lessened when firms decide to settle a 
sales office or a factory on given market. Beta, for instance, has subsidiaries in Singapore and 
Japan, but not in Paraguay and Bolivia, which are countries much more psychically closer to 
Brazil than the Asian markets, but the impact of other variables made these options more 
appealing than other Latin American countries despite the larger psychic distance. But 
psychic distance can still be decisive when choosing a place to settle a production plant. 
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Taking Beta again as an example, in order to reach North America and Europe, the two 
richest markets in the world, the firm’s strategy was to place its investment on Mexico and 
Portugal, countries with little psychic distance to Brazil. In a company like Alpha, which 
holds a very strong international experience, elements from the Uppsala’s model like the 
experimental learning and psychic distance may not be as important as it is for a company 
with a less mature international acting, such as Beta, given that the Brazilian company thinks 
that previous experience and cultural proximity are two important localization advantages and 
Alpha does not consider them that important. So it can be stated that psychic distance can 
determine the localization of the FDI, but it operates under different circumstances and 
exercises different impact. 

Regarding the internationalization barriers, both firms face similar problems, agreeing that 
bureaucracy and logistics matters are the major barriers. This happens due to the great amount 
of paperwork needed to exporting and to the difficulties of transporting its products. Alpha 
has less problems with it, since most of its sales stays inside of the European Union, which 
demands less bureaucracy and provides good transportation conditions. But, besides that, both 
companies face high logistics costs due to price of heavy machinery transport. Foreign 
competition is also cited as an important barrier, while none of the companies seems to suffer 
from the lack of appropriate resources. Alpha also has problems regarding the lack of 
partnerships. The company makes the partnerships a very important element of its 
international operations, but considers that proper partnerships are hard to find. Beta cites the 
institutional constraints of the Brazilian market as a barrier to do business and entail in a not 
very practical exporting structure. 

Barrier Alpha Beta
Bureaucracy Important Moderate
Host market institutional constraints Important Moderate
Lack of appropriate resources Moderate Moderate
Foreign competition Important Moderate
Lack of partnerships Important Not imporant
Logistics Important Moderate

Table 3 - How Barriers Affect Both Firms Internationalization

Source: Self-elaboration.
 

If Beta relies on its previous experience and cultural proximity when choosing the place to 
settle a factory abroad, Alpha prioritizes its partnerships, as it can be seen on Figures 3 and 4. 
This results point out that Beta probably is inserted in what Johanson and Mattson (1988) 
classify as an Early Starter, a highly internationalized firm inserted in a network with low 
internationalization level, being the majority of its partners from the domestic market, while 
Alpha can be considered as International Among Others, a highly internationalized firm 
inside a highly internationalized network, and this can actually be true by considering that 
Beta has a little international experience when compared to Alpha and both Sweden and 
Switzerland are economies with a much higher degree of openness than Brazil, which means 
that the Brazilian firm operates in a much less internationalized environment than its Swedish 
counterpart. The difficulty of finding proper partnerships is a consequence of the importance 
that networks exercises over Alpha operations, turning this into a strong barrier for its 
internationalization. This indicates that operating on a highly internationalized network does 
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not guarantee the access to the right partners. But networks are important for both companies 
when it comes to transacting its products and on its first entry in a foreign market. 

5.2 THE ECLECTIC PARADIGM 
The main reasons for both firms to internalize its production is simply to fortify its presence 
in the host market by gaining control over operations and achieving new sales opportunities, 
things that would not by possible only through transactions. The drivers of internalizing the 
production of both firms are named mainly to gain control over markets, contacts and 
businesses, and to increase sales opportunity. On the other hand, cost reduction seems to be a 
factor of less importance. Obtain access to assets, information and resources, and diminish the 
uncertainty are also considered important internalization advantages. In this topic there were 
not any substantial differences among the firms, meaning that firms from developed and 
developing countries can have the same motivation to perform FDI. They both perform 
mostly market-seeking projects. Resource-seeking and asset-seeking projects also occur, but 
performance-seeking projects are less important. Both firms aim on constructing and ratifying 
its position on the market by strengthening its international position. This means that the 
operations on markets where the firms perform FDI can be strategically significant for its 
growth and the investors really seek for a long-term relationship with the host market, 
especially by the profits prospected. The IDP theory states that MNCs from developing 
countries usually carry out performance-seeking projects in least-developed countries to 
export back again to its home market or other markets with lower prices, benefiting from the 
cost reduction. But results show that cost reduction is not such an important advantage for 
Beta, just as it is not for Alpha. As the Brazilian company performs mostly market-seeking 
projects, it means that the company has gathered enough ownership advantages to compete in 
the global market, based in its own competences, and it is not dependent exclusively on 
localization advantages and governmental measures. 

Ownership
- Brand
- Product’s quality
-Technical support
- Delivery
- Design
- Adaptation*

Localization
- Access to labor force
- Logistics
- Cultura l proximity
- Legislation
- Business climate
- Profitability
- Previous experience*
- Access to natural resources*

Internalization
- Gain control over markets
- Gain control over contracts
- Gain control over business
- Access to resources
- Asses to assets
- Diminish uncertainty
- Increase sales

Internationalization
 

Figure 3: Beta’s Internalization Model as the Eclectic Paradigm.  
(*) Factors that are substantially more important for Beta than Alpha.  

The greater importance of partnerships as a barrier for Alpha can be explained by the fact that 
this item plays a vital role when the company chooses to settle a production subsidiary 
abroad. Other localization advantages which are important for Alpha is the institutional 
scenario in the host market and the access to knowledge and technology, while Beta 
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prioritizes the access to natural resources, the previous experience in the market and the 
cultural proximity. Both companies think that access to the labor force and the host market 
profitability are two of the most import localization advantages when considering the place 
the settle a factory. It is an interesting result that Alpha seeks technology and knowledge and 
Beta looks for natural resources, because both companies actually hunt resources that are 
abundant in its home country. According to Li (2003), firms from emerging economies should 
look for access to technology and knowledge when going abroad in order to developed new 
ownership advantages. But, since most of Beta’s subsidiaries are in other developing 
countries, it means that local resources are more important than technology and knowledge, 
like stated by Cuervo-Cazurra (2007). This happens because Beta’s subsidiaries abroad are 
production focused only, and that ownership advantages are developed in the home market. 
The fact that Alpha sees the institutional scenario in the host market as a more important 
localization advantage than Beta can be sign that a company from a developing country, like 
Beta, by learning to operate in a unstable institutional environment may acquire a competitive 
advantage that makes the firm to have a sort of ability in working in such environments, when 
firms from developed countries, like Alpha, have more difficulties to operate in it due to its 
lack of experience on dealing with poor institutions.  

Ownership
- Brand*
- Product’s quality
-Technical Support
- Delivery
- Design

Localization
-Access to labor force
- Logistics
- Cultural proximity
- Legislation
- Business Climate
- Profitability
- Access to technology*
- Acces to knowledge*
- Partnerships*
- Political Scenario*

Internalization
-Gain control over markets
- Gain control over contracts
- Gain control over business
- Access to resources
- Asses to assets
- Diminish uncertainty
- Increase sales
-Access to better information*

Internationalization
 

Figure 4: Alpha’s Internationalization Model as the Eclectic Paradigm.  
(*) Factors that are substantially more important for Alpha than Beta. 

As for the ownership advantages, both firms share a similar structure, relying on the product’s 
quality, technical assistance and delivery as matters of international competitive advantage. 
These items can be seen as generic in the marketing context of the industry in which the firms 
operate in, a good performance in all of them is necessary to compete in the international 
market. But results actually reveal that the ownership advantage which allowed Beta to 
compete internationally is the disposition in adapting its products to its costumers needs. That 
is the main element to convince clients to buy the firm’s products instead of other well-known 
brands, since other elements such as product’s quality, technical assistance and delivery are 
essential in the business. This is the way found by the company to build its brand equity, 
which has been gaining reputation recently. The firm also believes that its participative 
management structure is essential for its success and it can be considered as an important 
competitive advantage. In the other hand, Alpha has an already consolidate brand, which the 
firm believes being its most valuable asset to compete in the international market, and this 
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recognition is a result of the history of innovativeness carried by the firm’s predecessors. On 
the side studied in this research, it has been seen that Gamma was a pioneer on the 
development of three-phase electric systems, high voltage direct currents and synthetic 
diamonds, and it always invested heavily on machinery, expertise and R&D, taking its 
products beyond what it was believed to be the economical and technological limit by the 
given period. Not that Beta does not invest on technology, because it does, but Alpha and 
Alpha are simply more successful on bringing novelty to the market. To illustrate this 
example, the three-phase motors, which is Beta’s main product, it is indeed an invention from 
Gamma, which was left aside by the company years later, and Beta saw as a niche poorly 
exploited by other already-existent firms. This means that that is a clear difference between 
ownership advantages when it comes to products, Alpha seeks technological advances and 
focuses on high-voltage products, and Beta provides technological improvement for products 
and focuses on low tensions motors destined to be part of smaller machinery. 

By analyzing the Eclectic Paradigm, it is evident in the case of Beta and Alpha that both 
companies share almost the same internalization advantages and that the localization 
advantages are closely related to the companies’ home market as well. They choose to invest 
on markets which provides the same factors that are abundant in its home market: technology 
and knowledge, in the case of Alpha, and natural resources, when it comes to Beta.  Alpha 
still analyzes the attractiveness of the host market institutional scenario, because its home 
market did not provide enough ability for the firm to face difficulties regarding this element, 
something that it cannot be said about Beta, which was founded and grew up in an 
unsatisfactory institutional environment. And while Alpha is more dependent upon 
partnerships when selecting a market to settle a production plant, Beta is more autonomous 
and relies mostly on its own experience and on the cultural proximity between its home 
market and the host market. Regarding the ownership advantages, Atsumi (2006) is right by 
stating that this factor sets apart MNCs from developed and developing countries. Alpha 
enjoys a higher branding prestige, built after several technological and innovative 
achievements, and Beta had to find a strategy of differentiation, which consisted on adapting 
its products to costumers needs and finding a niche that it was not properly exploited by the 
rivalry. Bonaglia, Goldsten and Matthews (2007) talk about the fact that developed countries’ 
MNCs own a better brand equity and that achieving this statues takes time, and this actually 
happens in this case study, but Beta found a differentiation action which is leading to a 
process of brand prestige gaining. The firms did not showed any major difference when it 
comes to its internalization advantages. 
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6 CONCLUSION 
By a cross-country multiple case study, this study proposed to investigate the differences in 
the internationalization strategy between a MNC from a developing country in comparison to 
one from a developed country. The theoretical framework used, which gathers concepts from 
the Eclectic Paradigm and the Nordic Research School in International Business, has showed 
itself useful on providing interesting insights that may shed some light over the literature 
about MNCs. The two companies analyzed in this research are a Brazilian firm, called Beta 
due to confidentiality issues, and a Swedish firm, named here as Alpha, being both of them 
from the same industry, electric power and automation. Despite Alpha being a Swedish-Swiss 
joint venture, this study focused on its Swedish part, Gamma, which only joined assets with 
the Swiss Delta in 1988.  

There were a few implications regarding the concepts of the Eclectic Paradigm. The structure 
of ownership advantages, something that it was believed to be a factor of differentiation 
among firms from developed and developing economies, has presented some differences 
between the companies. Alpha, the firm from a developed country, has a strong brand that is a 
matter of competitiveness for the firm, which is a result of years of technological 
achievements and innovative behavior from the firms constituting the joint venture, at the 
same time as Beta had been growing by offering a differentiation service, that is to say 
providing customized products for its costumers, which is leading to brand equity gain. An 
interesting result points out that both firms seeks for different resources regarding the 
localization advantages. While Alpha seeks for technology and knowledge, Beta prioritizes 
natural resources. Partnerships are more important for Alpha, while Beta take into account its 
previous experience and cultural proximity. The institutional scenario was more important for 
Alpha than it was for Beta. The firm did not presented substantial differences on its drivers 
and internalization advantages. 

As for the main implications on the finding from the Nordic Research School in International 
Business, results also reveal that operating in a more internationalized environment can be 
favorable for a firm to get access to more internationalized networks, raising the importance 
of partnerships on its international activities, whereas firms in a less internationalized network 
should depend more on its own experience. Alpha having its partners in the host market as a 
localization advantage and Beta relying more on its experience is a sign of this. But 
partnerships were proven important by both companies when first entering a market and for 
trading products. Something similar occurs with the psychic distance. This element is stoutly 
present on the beginning of the international expansion of both firms, when deciding the 
markets to sell its products, but its effect when settling a subsidiary abroad is conditioned to 
other factors, especially the profitability of the market and the access to specific resources. 

As a limitation of this study, there is the inherent factor of any qualitative study which is the 
impossibility of generalizing the results obtained, that is why a good suggestion it is to 
perform a similar research using quantitative methods, in order to achieve a more solid 
understand about the topic. But other limitation that it should be highlighted is that the 
companies studied here operate as industrial goods suppliers. So, an interesting suggestion for 
future research would be to undertake a similar research with firms operating on a consumer-
directed marketing context to evaluate how this aspect may have influence over different 
internationalization strategies and how the differences between MNCs from developed and 
developing countries changes within this context. One other interesting suggestion is to use a 
broader approach, assessing how the home environment of each company has affected their 
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international operations, namely the country of origin specific factors outcome over the 
international competitiveness and ownership of competitive advantages by MNCs. 
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APPENDIX – QUESTIONNAIRE 
 

1. How much each of the following barriers negatively affects your company’s 
internationalization?  

a. Bureaucracy 
b. Institutional Constraints in the Home Country 
c. Lack of appropriate resources 
d. Foreign Competition 
e. Lack of Partnerships 
f. Logistics 

 
2. How each factor affects the decision of placing a production subsidiary abroad by your 
company? 

a. Access to Natural Resources 
b. Access to Technology 
c. Access to Labor Force 
d. Access to Knowledge 
e. Transportation, logistics 
f. Host Market Profitability 
g. Cultural Proximity 
h. Prior Experience 
i. Networks and Partnerships 
j. Political Scenario (transparency, democracy) 
k. Laws (trade and economic liberty) 
l. Easiness to do Business 

 
3. How each of the following factors motivate your company to produce in a foreign market? 
How much each of the following 

a. Minimize costs 
b. Get access to assets 
c. Diminish the uncertainty 
d. Gain control over markets 
e. Gain control over contracts 
f. Gain control over business 
g. Get access to better information 
h. Get access to resources 
i. Opportunities to raise sales 

 
4. How each of the following features can be described as a vital matter for the international 
competitiveness of your company’s products? 

a. Product’s Quality 
b. Branding 
c. Technical Assistance 
d. Distribution and Delivery 
e. Product’s Design and Package 
f. Adaptation to the customer needs 


