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Abstract

This article aims to study the Uppsala Model, wha#scribes the steps that constitute the
internationalization process of an organizationtoligh a case study on the automotive segment
of Latin-American’s industry, it is intended to denstrate the need for creation of a new stage
in the companies’ process of internationalizatian be aggregated to the Uppsala Model.
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I ntroduction

Changes in the world economy between the late @tkury and early 21st century, contributed
to a new strategic direction of companies, regasdtd their geographical location (Vieira Filho
and Souza Santos 2011).

The need to redesign the strategy, in the caseradil&\n companies, was due to the
increased flexibility of the barriers of entry ofiported products, as well as the changes made in
the legislation. This scenario of change has tatdd the access of new entrants to the market
that was previously economically closed and pretkct

The new strategy based on the internationalizatiothe business of certain Brazilian
companies had as grounds the studies which idehtifie fragility of the entry barriers to new
technologies developed by international competifGastells 2005). Thus, realizing the invasion
of imported goods and the entry of new competitaegjonal companies have redefined their
organizational structure, in order to sustain tingtsgy of internationalization of its products.

However, the companies have adopted differentegiied with respect to the process of
internationalization, because while some compasmsght to develop new markets, others
sought to know new technologies in certain regiohghe world, in order to increase its
competitiveness in the local market, or approachingor decision-making centers of its
customers.

From the case study of internationalization of Ssledcompanies, we were able to
identify a set of activities which formed a streamindevelopment of the internationalization
process (Johanson and Wiederrsheim-Paul 1975).nmidkel, known worldwide as the Uppsala
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Model, became the object of study of other authet®o seek to explain international
development organizations, after the opening uparkets.

Currently, Brazilian companies which adopt the teggg of internationalization,
intrinsically, the Uppsala Model with additionaltiady in this model featuring an evolution in
the process of internationalization, as well asUppsala model.

The research that gave grounds for the evolutidhisfmodel of internationalization was
carried out by means of a single case study aboBtazilian company in the automotive
segment, which adopted the strategy to expand yausisess in different regions of the world.

Theoretical Framewor k
This section offers a synthesis of the internatiaaion concepts and of multinational and
transnational companies.

Concepts of internationalization

International trade has undergone strong influemd#s the globalization process, in particular
due to changes in the world economy and the creaifothe possibility of an exchange of
knowledge between companies in the internatioreala(Vieira Filho e Souza Santos 2011).

According to the authors, such exchanges contribtdehe Brazilian companies update
their technologies and organizational models ireotd give greater efficiency to its processes,
and gains in competitiveness.

The growth of international business relationsingitthe increase in the total flow of
foreign direct investment (FDI) occurred betwee®4.@nd 1998, against the modest growth of
world production (Bennett 2007). Figure 1 strengththe claims and demonstrates that the FDI,
even showing oscillations in the first half of tB@00, was consolidated into a new level, above
US$1billion, demonstrating that the internationatian process of companies has shown
considerable growth after 1996.
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Figure 1 — Evolution of foreign direct investmeRD() in Brazil

Source: Adapted by authors from UNCTAD - Unitedibias Conference on Trade and
Development Handbook, 2012
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The location of enterprises in the world was onéhefmajor changes in the international
economy (Bennett 2007). However, the movement ofpamies on the world stage may be
something relatively new to the Brazilian econorhyt this type of strategy was already an
object of study since the 1970.

During this period, the Uppsala University studibd strategy of internationalization of
Sweden companies, resulting in the publicationeoksal articles and in depth knowledge on the
process of internationalization of companies. Tiaeiss had such conceptual importance, which
became foundations of Nordic School of internatidmasiness, who succeeded the Uppsala
School.

Internationalization is a gradual process of insieg companies' participation in the
international market, noting that the economic emwnent and the issues facing by the
company's business are the determining factorsttthe pace of internationalization (Johanson
and Vahlne 1977). According with these authors:

Typically, companies begin to export to a countmptigh an agent, then
establish a sales branch and, eventually, in sorases, start the
production in the host countridohanson and Vahine 19%7,24)

These authors explain that the process to acquide master the knowledge of the
international market, where it intends to develwop internationalization strategy is the key to the
success of strategic action, because, otherwise,adpect becomes a major obstacle to the
development of international operations.

This vision about internationalization is based tbe Uppsala Model (Johanson and
Wiederrsheim-Paul 1975). The Uppsala Model developg these authors describes the
internationalization process of an company in fetages:

1st Stage: Non-scheduled export activities;

2nd Stage: Exporting through agents located oveysea

3rd Stage: Deploying a sales subsidiary abroad;

4th Stage: Implementation of a production subsydgdaroad.

Thus, on the basis of the studied stages and ettallin Uppsala Model it is possible to
present through Figure 2.

The Uppsala Internationalization Model

Regular export Non-scheduled N Deploying a sales Deploying a production
activities by agent export activities subsidiary abroad subsidiary abroad

Figure 2 — The Uppsala Internationalization Model

SourceAdapted by authors from Johanson and Wiederrsheioh{2975).

These authors have observed that similar compaméee motivated to establish new
operations in different countries, as a result oy a&risis that would have occurred in the
company or in the economic sector. In 100 casediestu they also have observed that the
internationalization process was started from salage through branches or subsidiaries and



was continued by the installation of the companyfdareign country (Johanson and Vahine
1977).

The psychic distance between the country of orggid the foreign country in which you
intend to perform the process of international@atis the main aspect that determines the order
of the time to complete this strategy and a proad#smiternationalization does not exercise
influence over others.

According to these authors, the psychic distandbéassum of the factors inhibiting the
development of the relationships needed to estalitis internationalization. These factors may
be linked to differences in language, culture aunsifess practice.

The importance of the export process is highlightgdhese authors as the following

guote:
The evolution of the company indicates that theaismales branches, at
an early stage, reduced the subsequent risk of faatwring abroad.
(Johanson and Vahlne 1977, p. 25)
In this way they feature the model described irufeg3 to deal with internationalization,

SO0 common, irrespective of the process or wherentbéementation of such a project.

Knowledge Commitment

of market to decisions
Commitment M Current

to market Activities

Figure 3 - Basic Engine of internationalization aaspects of changes
Source: Adapted by authors from Johanson and V&hBi&r).

Based on their research, they defined internatipaign as a continuous activity of
relationship between companies in internationalkeigt In other words, an internationalization
strategy establishes as main feature the driveg@relationships of the company, individual or
collective, with other international markets (Weboid Luostarinen 1999).

The advantage of using a broader definition of ttosicept is that it allows one to
consider both sides of the process, namely, thegniat and the external, which are operations
developed in foreign markets and transaction flovthie market of origin, involving structures
and external agents. Both sides of internationtdizaare strictly connected as parts of the
dynamics of international trade.

In this way, the term refers to a new internaticaisitude of the company or its current
concern for external activities. So is there ati@hship between attitude and behavior. The
attitude is the basis for the decision-making deifinational ventures, while the experiences
arising out of these activities affect such attsid

Internationalization shows that companies and c@astwvere not on the front line of
competition. (Porter 1989, p.647) highlighted thgportance of competing globally. Although



the national auxiliary base in modeling businegsacay to innovate effectively in technology,
methods and in proper direction, points out that rogre favorable than are national
circumstances, but success is not certain. Sorwe thnd others fail, in the same country.

Multinational and transnational companies
Since the years 1970, the transnational terminolbgg been more often used than the
multinational, being that “this concept has bearkdd to transnational corporations from
developed countries and operating on a global sq&@encalves 2002) This author states:
This distinction arose as a consequence of the tdefva the creation of
multinational enterprises within the framework dagional economic
integration schemes involving developing countriesthis sense, the
term “multinational” would be reserved to companidsrmed by
associations between enterprises in developnier(Gongalves 2002,
p. 390)

So, initially we will discuss the vision of the rtinktional, because, as stated in the
introductory part of this article, some Braziliaongpanies sought to react to the onslaught of the
great and powerful foreign groups through intewradlization strategy. Companies that adopted
such a plan started to join, merge and build newtglin different countries.

These business units were established at strgtegits, which may or not have distinct
objectives, aligning himself, in this way, the nmdttional design defined by (Ghoshal and
Bartlet 1990, p. 603), which establishes:

A multinational corporation consists of a geogragily dispersed group
and with different goals, including headquarterslaubsidiaries.

Multinationals were characterized as immersed atettivined in a deep relationship of
interaction(Ghoshal and Bartlett 1990). These authors alsondia their research that, even
showing different characteristics and objectivegach strategic unit, the development of these
subsidiaries results in response to different typiedependence and interdependence, as each
actor has important link in this country with a keystomer, suppliers or Government, which
benefits the rest of the group and the centralegiyeof the company.

They show that in a multinational it is possibleidentify important aspects such as
interdependence and relationships between the sactspecially between headquarters and
subsidiaries (Ghoshal and Bartlett 1990).

According to these authors, these aspects citedntelsave aroused the interest of
researchers in order to verify if a multinationalncbe recognized as inter-organizational
network. Although a multinational group could hdee formed by several companies, each one
with its unique features, associated with the caltwhich varies according to the environment
in which the business unit is inserted, it will alyg result in a competitive advantage for the
group as a whole.

They highlight also a complex problem that can oéowa multinational, resulting from
the weak relationship between actors, mainly onoaect of the geographical distance and
cultural differences between the companies thatpos® it. However, these problems would be
minimized by the influence of the existing hieraoceth authority, which should be dosed in order
not to generate a loss of autonomy of subsidig@®shal and Bartlett 1990).

In the microeconomic dimension the transnationahgany is the main agent of the
process of internationalization, and can be charaetd for being a large organization that, at
least, controls in two countries the assets amdsponsible for all investment flows (Gongalves
2002).



This author points out companies engaged in intemmaization projects due to the
advantages that the country's companies investmetgiver do not have. Finally, he
summarizes:

In this way, “the costs associated with the intaim@al operation-due to
lack of knowledge of the new environment, the plessliscrimination
and other types of risks and uncertainties mustdrmapensated by extra
profits derived from these advantag¢Soncalves 2002: 393).

Case study

Economic measures related to the opening of theedbenmarket, institutionalized by
the Brazilian Government from 1990 contributed & changes in the automotive industry
installed in Brazil.

From that moment, the automakers in the country hasreased their bargaining power
on local suppliers, through the adoption of thatstyy for the import of products and services.
The big automakers practically forced their donwestippliers to increase their production and
become more efficient and competitive, reducingdpotion costs and improving product
quality.

Large international business groups have choserstall business units in Brazil. In this
sense, several strategies were used: since théngpgfmew plants, mergers and acquisitions of
companies, by importing of advanced technology byndgrocesses' adaptations to productive
and management. All of these factors contributedht increase of the competitiveness of
Brazilian products, but, in many cases unevenlgabse several companies of this segment had
no access to new technologies.

Adding, the reduction of rates of investments dreldncouragement given to the entry of
new competitors, based on import tax reductionstegmsed bargaining power of automakers.
They began to take advantage of the benefits okebapening to press the Brazilians auto parts
suppliers in relation to improving the efficienaydaeffectiveness of its operations, under the risk
of importing such products from other country,hetdemands remain not met. However, the
national industry of auto parts was not in a comafale situation to compete in the market with
foreign competitors, who were in the best technamad economic conditions. The difficulty in
importing raw materials and machinery, and theibegrto import technology were hurting its
development of Brazilian industry. The auto pandustry suffered falling 36.8 in your billing
(15.5 billion to 9.8 billion), from 1989 to 1991esulting in the closure of 54 thousand jobs
(Conception 2001: 107-108).

In this scenario, many auto parts industries faiteckact and have become strategic units
of foreign groups, or were shut its operations.&Dthational companies, in addition to react
locally, seeking to become more competitive in doenestic market, have devised strategies in
search of new markets at international level, \lith objective of capturing new opportunities,
get access to new technologies and promote theaepgment with the headquarters of the main
customers. The Brazilian multinational, object dist study is a family business of the
automotive segment with 50 years of existence aaddr in the Brazilian market that survived
the changes in this market as venture capital9801the Organization has initiated the strategy
of internationalization by acquiring business unitsArgentina and later in Germany. Since
2000, this enterprise started its production opematin the United States, China, and finally an
sales office in Japan.

In China, in order to minimize others difficultiesjch as the language and bureaucracy,
the company have adopted the strategy of hirinpiagSe Executive with the knowledge of how
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to conduct the installation process of a foreigmpany in China, and with the ability to make
the connection between the Chinese client andilisidiary in Germany.

In 2008, the Chinese business unit started itsatiper by assembling imported parts
from of German subsidiary and from matrix in BraZihe completion of the internationalization
strategy in China will be completed after the eridthee process of transferring production
resources that should be dispatched by the Germbsidsary. This activity for imports of
components for an exclusive operation businessmoitnting can be considered as a new stage
in the process of internationalization in China,ichhprecedes the stage of manufacture of the
product in this new business unit.

So, to identify this Assembly phase in the proadsaternationalization of this enterprise
in the Chinese market, we had to make a relatipnehithis step with the original model of
Uppsala, obtaining a new version of the traditianadel, as shown in Figure 4.
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Figure 4 - Proposal for a model of analysis for theernationalization process of large companies
Source: Silva Filho and Souza Santos (2011).




Final Remarks

The case study showed that during the process ternetionalization of this
enterprise was identified a new stage for the Ulppstdel. The installation of an assembly
unit in the target subsidiary can sometimes be aiiora strategic that precedes the
manufacturing process.

The creation of an assembly unit makes it possiblsepeed up the strengthening of
the process of internationalization the company g target strategic market.

Also it is worth noting that in step related to tbeployment of regular export
activities via agents, the internationalization ga@es can generate four distinct paths
alternatives in Uppsala Model.

The first alternative provides the sequence of @fgdodel, with four steps. The
process begins with non-scheduled export activitesegular export activities by agent, to
deploying a sales subsidiary abroad and finallgeploying a production subsidiary abroad.

The second alternative is composed of five steplspaesents the phase of assembly
unit creation in the subsidiary before the commera® of manufacturing in this business
unit.

The third alternative is composed by four steps reitbe commercial subsidiary
abroad is suppressed in order to avoid mountingscoEhe process begins with non-
scheduled export activities, to regular export\atpéis by agent, to assembly unit creation in
the subsidiary and finally to deploying a productsubsidiary abroad.

The fourth alternative is composed by only threpstwithout the implementation of
the commercial subsidiary and of the assemblyalmibad. Therefore the process begins with
non-scheduled export activities, to regular expactivities by agent, for deploying a
production subsidiary abroad.

So, we suggest for next studies to check whichrredteves of the process of
internationalization are more used, based on tlre medel and to assess how the several
agents and intangible factors may influence thectiffeness of the application of this model.
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