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1 Introduction 
 
This chapter is aimed to provide the reader with an introduction on the thesis 
subject and a discussion about the reasons for this study and the problem area 
that is studied. Further, the aim is to present the purpose of the thesis, the 
research proposition, the thesis relevance and a description of the thesis 
structure for guidance purpose.   
 

1.1 Background 
 
We live today in a highly interconnected world which is the result of a chain 
of events. Some of these events are the opening of international markets and 
the global movement of important business factors such as trade, capital, 
production and communication (www.iadb.org). The globalization of these 
important factors affects and challenges the way that companies operate 
(www.un.org). It is a fact that there is a stronger need for companies to adapt 
and to be prepared to work in an international active environment. 
 
As a result of these changes, it is common to hear and read about how 
companies are becoming more international, how “the world is shrinking”, 
competition and customers are becoming more global. Companies are going 
abroad to a greater extent; some are moving production to other countries and 
others are increasing export quotas. The phenomenon behind all of these is 
called internationalization.  
 
According to Buckley and Ghauri (1999), internationalization is marked by 
changes. Internationalization means that companies have to choose among the 
various ways on which the firm can execute international activities 
(www.un.org). Companies move from only working within their domestic 
markets to start working on international ones. They become international by 
taking the first step towards foreign markets, by exporting or developing 
operations abroad (Luostarinen, 1979).  
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1.2 Problem Discussion 
 
The importance of the phenomenon of internationalization has lead to the 
study of internationalization among scholars. During the past decades a 
research area has been developed with focus on the process by which 
companies develop international operations, called internationalization theory. 
Internationalization studies’ focus is to understand and to explain the reasons 
leading companies to internationalization and how this is carried out. (Welch 
& Welch, 1996) 
 
Within the field of internationalization there is one school of studies that has 
its origins in the Nordic countries. The Nordic School, as it is called, provided 
the Uppsala Model of Internationalization and the Network Model, which are 
theories, built on studies of Swedish manufacturing companies. Since these 
theories are based on empirical research of companies that have its origin in a 
Nordic country, which according to Björkman and Forsgren (2000), constitute 
a quite homogenous area, they explain behavioral pattern that may be specific 
for its environmental context. During my research on the subject of 
internationalization of companies, these models were named frequently and 
there are a number of other studies done on them. Based on this fact it is 
possible to state that the Uppsala and the Network Models are well-established 
theories among others and have a certain value on this field of study. 
 
According to a report from the International Monetary Fund, 
internationalization is a phenomenon that is mainly polarized in medium to 
high-income countries. Lately an increase of internationalization has occurred, 
mainly in the richest and second richest countries, with an actual decrease in 
the poor ones. However, a notable exception was noticed in some Latin 
American and Eastern European countries. (www.imf.org)1  
 
In Latin America, there is a country that can be considered important for that 
area, as it holds the position of being the largest regional economy 
(www.swedchamb.com.br). This country is Brazil, which has some companies 
that are expanding its presence in international markets (www.mdic.gov.br; 
www.nationmaster.com), what is in accordance with the International 
Monetary Fund report.  
                                                 
1 For further information about International Monetary Fund definitions see their homepage- www.imf.org. 
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Based on the facts mentioned above I consider it interesting to study the 
internationalization process of a Brazilian company and see if the theories of 
internationalization from the Nordic School, i.e. the Uppsala and the Network 
Models, can describe the internationalization process of this company. I 
believe that by making the combination of the Nordic and the Brazilian 
internationalization perspectives, I may create information that has learning 
value about the possibility to apply the Nordic School’s models to a Brazilian 
company’s internationalization reality. This is due to the fact that there are 
quite a lot of differences between these two environments, which may lead to 
an interesting study and results about the subject of internationalization.  
 
To be able to accomplish this objective, I have chosen to do a case study of an 
international Brazilian company in the manufacturing industry. This company 
started its internationalization process thirty years ago and has reached a 
certain level of internationalization. These factors will facilitate the use of the 
Nordic School models, since they were built over a study of the 
internationalization of Swedish manufacturing companies over a period of 
time and these companies had also reached a certain level of 
internationalization by the time the study was done. More information about 
the Brazilian company will be presented in chapter 3 (Methodology) and 5 
(Empirical Studies).  
 
The starting point for this study is to propose that the Uppsala and the 
Network Models combined can be used to explain the internationalization 
process of a Brazilian company. This study intends to exam this proposition 
by doing an empirical study over a Brazilian company.  
 

1.3 Purpose 
 
The purpose of this thesis is to exam if the proposition, that states that the 
Uppsala and the Network Models combined can explain the 
internationalization process of a Brazilian company, is correct. 
 
 
 
 



Introduction 

 4

The purpose will be fulfilled with help of the following questions: 
   
- What did the Brazilian company do to establish internationally? 
- What influenced the Brazilian company’s internationalization process? 
 

1.4 Thesis relevance 
 
There are two kinds of contributions that this thesis can make. The theoretical 
contribution is based on the fact that it is interesting and relevant to apply the 
Uppsala and the Network Models to a different context than the one that the 
models were created for, i.e. the internationalization process of Nordic 
countries. I believe that there is also relevant information value in examining 
if these models combined can be used to explain the internationalization 
process of a Brazilian company. Here it is important to mention that during the 
research and working process to create this thesis, I was not able to find other 
studies with the same direction of this thesis, i.e. the application of the Nordic 
School’s models to Brazilian companies’ internationalization. This may affect 
the thesis relevance and increase its information value in a positive way. 
 
The other kind of contribution is the empirical contribution that this thesis can 
have to other Brazilian companies, mainly in the manufacturing industry, that 
are going to start its internationalization or are already on the way. Increasing 
knowledge about the internationalization of Brazilian companies is also 
relevant. 
 

1.5 Reader’s Guide 
 
In order to give the reader an idea of what is to come; here is a presentation of 
the chapters of the thesis and their contents. The first chapter the one that you 
just read is followed by a chapter that will present to the reader my view of 
scientific work and other terminology that influenced my work with this thesis. 
The third chapter will give the reader an understanding of how the work was 
practically conducted, which methods were used and some critical views over 
these methods and the research’s results. The fourth chapter is composed of a 
discussion of the concept internationalization and a presentation of the 
theories of internationalization that are relevant for this thesis, i.e. the Uppsala 



Introduction 

 5

and the Network Models. The fifth chapter consists of a presentation of the 
Brazilian company and the collected empirical data about its 
internationalization process. In the sixth chapter there will be an analysis of 
the theories of internationalization and the empirical data collected.  The 
seventh chapter will end the thesis with conclusions that were drawn from this 
study and examining if the proposition stated in this chapter was correct. 
 



 

 6
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2 Scientific Approach 
 
This chapter will present some important concepts that will help the reader 
understand which approach I, the author, have about scientific work. Further, 
there will be a presentation of the different scientific working methods that I 
used in this thesis. It is important for the reader to understand my point of 
view and attitude towards science, since these factors have strongly affected 
the working process of this thesis, from the beginning until the presentation of 
results. 
 

2.1 Research and knowledge  
 
This thesis is a research work; I wanted to do a research about the use the 
Uppsala and the Network Models to explain the internationalization process of 
a Brazilian company, i.e. to exam if the Brazilian company’s 
internationalization process is in accordance with what the Uppsala and 
Network Models state about internationalization. According to Lundahl and 
Skärvad (1999), researching is a method to obtain knowledge. Furthermore, it 
is possible to say that a researcher’s main purpose is to develop knowledge 
(Lundahl & Skärvad, 1999; Patel & Davidson, 1994). 
 
By collecting, systematizing, analyzing, understanding and drawing 
conclusions out of data and information that I worked with, I was able to 
develop new knowledge that can contribute to the existing one on 
internationalization. I was also able to develop knowledge about the use of 
these two models to explain the internationalization process of a Brazilian 
company.   
 
Can this research produce scientific knowledge? According to Patel and 
Tebelius (1987), ordinary and scientific knowledge have quite a lot of 
differences as well as similarities. Both want to find and describe phenomena 
that surround us and also be able to comprehend the development of events 
around such phenomena. However, the determining factor that differentiates 
scientific knowledge from other types is the way that scientific knowledge is 
developed.  



Scientific Approach 

 8

 
The way to develop this sort of knowledge is by using scientific methods and 
these methods’ purpose is to help to produce reliable knowledge. (Ibid) 
Eriksson and Wiedersheim-Paul (1997) reaffirm this discussion by stating that 
the only knowledge that is collected by using scientific methods can be called 
scientific. It is possible to say that the sort of knowledge that is presented in 
this thesis is intended to be scientific knowledge. The data and information 
that were used here were collected with help of scientific methods2 and the 
theories used also have a scientific background. The two models from the 
Nordic School are well known in the internationalization field of studies and 
can be considered traditional theories. To conclude, it is possible to state that 
all the data used, empirical and theoretical, have a scientific base; which are in 
turn the base for the analysis and conclusions presented in this thesis.  
 

2.2 Working scientifically 
 
There are different ways to conduct a research and there are scientific rules of 
how a research ought to be carried out. These ways and rules also apply to the 
role that the researcher should take towards the researched object. The kind of 
scientific approach that is used by the researcher has great significance to the 
development and results of a research. (Lundahl & Skärvad, 1999; Patel & 
Tebelius, 1987) In other words, the kind of approach that I chose influenced 
the results and the knowledge that I produced in this research. There are 
different ways to work scientifically and different views to illustrate it. Here 
follows is a discussion of some important issues. 
 
 

2.2.1 Starting point  
 
The aim of this study was to exam if the internationalization theories from the 
Nordic School, i.e. the Uppsala and Network Models, could be used to explain 
the internationalization process of a Brazilian company and study if there are 
similar patterns to the ones described by the selected theories. I also wanted to 
understand the internationalization process of this company. To be able to 

                                                 
2 These methods will be described in detail in the following chapter. 
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accomplish this I leaned towards what is called a hermeneutic approach, 
which is related to understanding the studied phenomenon. 
 
It is not possible for me to completely ignore my value judgments in this study. 
My previous experiences and understanding have marked this thesis from the 
beginning, for example from the moment that I chose the theme of this thesis 
and my personal interest and experiences from Brazil. This is a fact that is in 
accordance with the hermeneutic view, i.e. personal experiences are often 
necessary requirements to reach scientific knowledge (Lundahl & Skärvad, 
1999).  
 
My personal involvement in the research should have increased during the 
process. Based on the argumentation done by Egidius (1986), a change of my 
interpretation should have occurred during this process. I should have learned 
the more involved I became and the more I worked with the research. My 
knowledge about internationalization theories have increased since I started to 
work on this thesis, mainly during the time that I spent reading and studying to 
write the frame of reference and when I wrote it. I have also learned about the 
internationalization process of a Brazilian company during my research, 
mainly when I analyzed the empirical data from the company. 
 
According to Arbnor and Bjerke (1994), hermeneutics represents what can be 
called “understanding knowledge”. In this research I used information that 
was acquired from different sources. I studied and described the selected 
internationalization theories. Further, I spent some time searching and 
collecting empirical data both in written and verbal form 3 . It was very 
important for me to be able to read all this written data, interpret and 
understand it in the correct way.  
 
Further, it is important to understand that the way that I worked with the 
collected data and the results that are presented in this thesis are all based on 
my ability to interpret. My interpretation in turn is based on experiences and 
knowledge that I brought with me prior to this research, and knowledge that I 
acquired during this process. Previous knowledge is also important for the 
hermeneutic view (Ingemund & Wiedersheim-Paul, 1994).  According to 
Patel and Tebelius (1987), without these factors it is not possible to interpret 
                                                 
3 More detail over the data collection will be presented in chapter 3- Methodology. 
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the data and information collected. However, I would like to state that I tried 
to keep an open-mind during this study, for example when I came upon new 
knowledge. Even if there is a connection between the development of this 
thesis and myself in the researcher’s role, I tried to give the most correct 
image of reality that I found during the data collection process.    
 
Interpretation is based on language and the ability of the researcher to 
understand this language. According to the hermeneutic view, the human 
reality is of linguistic nature and that a person through language can acquire 
knowledge about the real human. It is possible to understand other people and 
our own life’s situation, by interpreting the way that existence is represented 
in spoken and written language and also in people’s actions and 
manifestations. (Patel & Davidson, 1994) All the material that I used both in 
the frame of reference and empirical studies, which reflect the Nordic 
Schools’ internationalization theories and the Brazilian company’s 
internationalization process, comes from written and verbal sources. The data 
from the Brazilian company are a representation of this company’s 
internationalization reality. These data have a meaning and context 
represented in written and oral language that needed to be interpreted. The 
result of the interpretation work done here was based on my personal view and 
my ability to interpret this data. 
 

2.2.2 Research approach 
 
This thesis is based on two foundations: facts about the internationalization of 
a Brazilian company (empirical data) and theories about internationalization 
(theoretical data). The way that I worked with them and the relationship 
between them reveal my research approach and the way that I conducted this 
study. 
 
I started this thesis by doing research in the subject, internationalization, since 
this was the topic that I wanted to work with in this thesis. I searched for 
books and articles on this subject and studied them. Once I had defined the 
problem and chosen the purpose of this thesis, I read further into the theories 
of the Nordic School. My choice to work with the two selected models, to see 
if they can explain the internationalization process of a Brazilian company, 
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was based on some factors. These theories are well known and established 
theories in the internationalization field of study and this fact had an important 
effect when I chose to work with the Nordic Schools. There have been some 
studies done over the Nordic Schools models, some studies have a critical 
content; some try to test the validity of these models outside and inside Nordic 
countries; some applied these models to other contexts than its original one. 
These different views helped me to shape the thesis’ direction together with 
my personal interest to study the internationalization process of Brazilian 
companies. I consider the combination between established theories based on 
Swedish manufacturing companies and the internationalization process of 
Brazilian manufacturing companies to be an interesting area of study and to 
have relevant information value. This is based on the fact that I did not find 
other studies with this kind of combination and that I believe to be relevant to 
apply these two models to a different context than their original one.  
 
There is a research approach called deduction, which is characterized by the 
fact that a person starts from general principles, and theories and from them it 
is possible to draw conclusions about a certain phenomenon. Deduction has a 
demonstrative way, i.e. wants to prove something. (Patel & Davidson, 1994; 
Patel & Tebelius, 1987) Based on this argumentation it is possible to state that 
this thesis has a deductive character. I started by choosing already established 
theories and I wanted to exam if these theories could be applied to the 
internationalization process of a Brazilian company. That is to say that I 
started from theories and from that tried to make some conclusions about the 
use of the Uppsala and Network Models to the internationalization process of 
a Brazilian company. There is another approach called induction, which states 
that conclusions result from empirical facts and theories are developed to 
explain phenomena (Lundahl & Skärvad, 1999), which is not the path that I 
chose to work with in this thesis. 
  
However, based on the argumentation that the deductive approach includes the 
creation of hypothesis, i.e. the creation of statements to be tested empirically 
(Eriksson & Wiedersheim-Paul, 1997; Patel & Davidson, 1994); it is not 
possible to state that this thesis has a purely deductive character, since I have 
not created hypotheses to be tested empirically. According to Eriksson and 
Wiedersheim-Paul (1997), it is important to observe that during the process to 
create a hypothesis a researcher usually form hypothesis that are different 
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from what he/she believes to be correct. This is based on the fact that 
hypothesis can only be falsified, never accepted. What I did was to state a 
proposition, which has a simpler character than a hypothesis, about the use of 
the Uppsala and Network Models to explain the internationalization process of 
a Brazilian company and I made some questions about this process that will 
help me exam the proposition. Based on the results of this research these 
questions were answered and the proposition verified. I, the researcher, did not 
know in advance if the proposition was correct or not. Since it was possible 
that the proposition was correct, I would then accept the results based on the 
empirical studies found during this research. This research has as much of a 
theoretical learning character as it is an empirical learning experience for me. 
 
I cannot ignore the importance of the empirical data of this thesis. The data 
that I found about the Brazilian company was important for the results of this 
thesis and to fulfill its purpose. I did compare the empirical results with the 
theories of internationalization, to be able to exam my proposition. This means 
that the empirical studies did influence on the results of this thesis.  
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3 Methodology 
 
This chapter aims to describe the scientific methods that were used in this 
thesis, i.e. the mode of procedure used. Methodology gives the researcher 
knowledge about which methods and tools to use and how to conduct a 
scientific research. The reader will find information about this study’s 
qualitative character and the methods used to collect the empirical data. To 
conclude there will be some criticism of literature and methods, and a 
discussion about validity, reliability and generalization. 
 

3.1 Type of investigation 
 
A researcher can use different modes of procedure to collect and to analyze 
data. Qualitative and quantitative methods are usually related to the way that a 
researcher collects and works with the empirical data. (Bryman, 1997)  
 
To be able to collect the empirical data that was necessary to fulfill the 
purpose of this thesis, I believe that the best method to be used was a 
qualitative method. The qualitative method uses verbal analysis methods and a 
qualitative researcher wants to understand and interpret certain phenomena 
(Patel & Davidson, 1994). I do not believe that a statistic and/or numerical 
methods to obtain data, i.e. a quantitative method according to Bryman (1997), 
would be appropriate for this thesis and would give the kind of information 
that I needed to fulfill the thesis’ purpose.    
 
According to the theories of internationalization process, internationalization 
is a process that involves factors such as learning, experience and knowledge. 
These factors can be quite abstract and hard to catch. This is the kind of 
information that can better be captured and understood through a qualitative 
method. This form of research usually uses methods such as interviews and 
observation (Lundahl & Skärvad, 1999). I chose to use the interview method 
since it allowed me to get closer to the object of study and carry out a 
discussion about the subject.  
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The purpose of the qualitative method is to describe, analyze and understand 
the behavior of the object that is being studied, using the object itself as point 
of departure (Lundahl & Skärvad, 1999). Another important aspect of the 
qualitative research is what is described, by Bryman (1997, page 77), as the 
will “to se something with someone else’s eyes”. I learned about the 
internationalization process of a Brazilian company using different kinds of 
data, i.e. written and verbal. The methods used to collect the empirical data, 
which will be further described gave me the possibility to learn about the 
internationalization process of this company, i.e. the processes that the 
company has gone through, from its own perspective, with its own eyes.  
 
For the analysis of the collected data I also used a qualitative method. A 
qualitative researcher wants to obtain a deeper knowledge and his/hers 
ambition is to try to understand and analyze totality, i.e. a holistic view. (Patel 
& Davidson, 1994)  By using the qualitative method to collect and analyze the 
empirical data, I acquired a holistic view of the internationalization of the 
chosen company. I also believe that I increased my knowledge about 
internationalization and the development that this company has undergone. 
 
A qualitative research is also marked by strong presence of the researcher 
(Ibid); I do believe that my pre-understanding affected the study. My presence 
in this thesis was not possible to avoid; my pre-understanding about the 
meaning of internationalization and about Brazil marked the structure of the 
study and the analysis process. 
 

3.2 Data collection 
 
To collect the empirical data that was needed to fulfill the purpose of this 
thesis, I used different data collection methods. Data can be classified 
according to, its source and the collection method; they can be divided into 
secondary and primary data (Arbnor & Bjerke, 1994; Eriksson & 
Wiedersheim-Paul, 1997; Lundahl & Skärvad, 1999). 
 
In this thesis I used secondary data. Secondary data can be classified as 
material that has been collected by others than the researcher for another 
purpose than the researcher’s purpose (Lundahl & Skärvad, 1999; Eriksson & 
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Wiedersheim-Paul, 1997). I have used data from the Brazilian company’s 
official homepage on the internet. This data helped me to increase my 
knowledge about the company that I worked with. I have also used some 
internal material such as company’s brochures. 
  
For the collection of primary data in this thesis I chose to work with a personal 
interview. The kind of data that is collected by the researcher him/herself is 
called primary data (Lundahl & Skärvad, 1999; Eriksson & Wiedersheim-Paul, 
1997). In the following sections of this chapter, the interview methods, i.e. 
collection of the primary data, will be described. 
 

3.2.1 Selection of the company 
 
Selection is about who or what is going to be interviewed and/or observed. 
The selection that is done in a research is usually the result of the balance 
between what the researcher wishes and what is possible to achieve (Lundahl 
& Skärvad, 1999). The empirical data in this thesis is based on information 
from one Brazilian company. The selection of this company was a process 
based on different factors. There were some requirements for the selection of 
this company; it needed to be a company in the manufacturing industry with a 
high degree of internationalization and it needed to be internationally 
committed with the ability to give internationalization information of 
longitudinal character, i.e. from the beginning of internationalization until the 
present moment.  
 
These requirements are based on the fact that the Nordic Schools theories 
were based on the study of manufacturing companies that had achieved a high 
degree of internationalization and high commitment with international markets. 
Furthermore, these companies started their internationalization process quite a 
while before the research was done. These facts give the researcher the 
possibility to do a study over time period and describe the internationalization 
of a company from day one until the point that the study occurs.  
 
I decided to use one company for empirical representation, rather than 
working with several companies. This allowed me to do sedan a more 
thoroughly analysis of the chosen company’s internationalization process. It 
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was also important that I chose and worked with a company that fulfilled the 
requirements above. The choice to work this way was based on the fact that I 
wanted to make sure that the case company was compatible with the 
companies in the models and that way the information and results presented in 
this thesis would have a credible value. As a result of the factors mentioned 
above, one company was selected, WEG4. 
 
The importance to have a personal contact with the interview object was of 
extreme importance for me and affected the method of selection of the 
company. I wanted to be able to do a personal interview and have contact with 
the study object. Since there were some limiting factors such as time and 
travel possibilities, I decided to start searching after international Brazilian 
companies that were located in the same country that I was during the research. 
The first step I took was to contact the Brazilian Embassy in Stockholm and 
ask about their knowledge of Brazilian companies with office in Sweden.  
 
The choice of the company WEG was due to the fact that this is the only 
Brazilian manufacturing company with an office in Sweden. I contacted 
WEG’s office in Gothenburg by phone and talked with the CEO for 
Scandinavia, Berndt Torehov, who informed that he would help me with the 
necessary information. The kind of information that the interviewee gave me 
were of descriptive character. He informed me about a process that has 
already happened and that is known by the company’s personnel and even 
more by the people that has managing roles such as him. Berndt Torehov 
reassured that he was well informed about WEG’s internationalization. Based 
on that it is possible to state that it does not matter if the interview was done in 
other WEG’s offices, the answers would be the same.  
 

3.2.2 Interview  
 
The empirical data in this thesis is composed of one personal interview and 
some written material from WEG’s homepage and the company’s brochures. 
There were two steps prior to the realization of the interview; the creation of 
an interview guide and sending the interview guide to the interviewee before 
the interview took place. This was a request by the interviewee, since he 

                                                 
4 The company will be presented in chapter 5- Empirical Studies. 
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believed that he could better prepare himself and even look for the kind of 
information that he maybe did not know at the time in order to better answer 
my questions.  
 
The interview guide was made after I had read a large amount of theoretical 
material about internationalization and most of which I used to write the frame 
of reference in this thesis. This material contributed to the formulation of the 
interview guide (see appendix). The interview guide consisted of a number of 
questions about the company, the interviewee, the company’s 
internationalization process; steps and choices.  The questions in the interview 
guide were structured to give the interviewee as much room as possible to 
formulate his answers and that way I hoped that he could openly describe the 
process that the company had undergone during its internationalization 
process. It is possible to say that the degree of structure of the interview 
questions was quite low. This kind of interview leaves room for the 
interviewee to formulate his/hers own answers (Patel & Tebelius, 1987; 
Arbnor & Bjerke, 1994). I also tried to formulate the questions in the best way 
so that they would not be leading questions, and influence the interviewee’s 
answers. 
 
During the interview, the guide served as a support and helped me to make 
sure that all the questions were asked. An interview can have high or low 
degree of standardization, which refers to the way that the questions are 
formulated and in what order they are asked (Patel & Tebelius, 1987; Arbnor 
& Bjerke, 1994; Patel & Davidson, 1994). The interview with WEG can be 
considered to have a low degree of standardization since I was not able to ask 
the questions in the same order of the interview guide. The interviewee spoke 
quite freely, which lead to the fact that some areas/questions were not 
answered in the order that they were written in the guide. 
 
The personal interview was done in WEG’s office in Gothenburg. According 
to Kvale (1996), it is up to the interviewer to create the kind of environment 
that will affect the interviewee to be comfortable and to answer the questions 
freely. To be able to have this kind of atmosphere, I started the interview by 
talking about the thesis and its purpose. According to Patel and Davidson 
(1994), by proceeding this way a researcher can motivate the interviewee. 
Previously, I had also asked the interviewee for his permission to use a tape 
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recorder during the interview and also explained the reasons for using it. The 
use of a tape recorder helped me to fully engage myself in the interview; to be 
able to make sure that I had the entire interview guide questions answered not 
having to worry about writing down all the information. Another important 
factor was that the interview took place at the interviewee’s office. The idea 
was to make the interviewee comfortable in a familiar environment, which I 
do believe was accomplished.  
 

3.3 Criticism  
 
It is important that the results presented in a thesis are trustworthy for the 
reader. Even though I have used scientific methods to collect empirical data 
and to create reliable results, some questioning and criticism can be done 
about the way that data was collected. Some questioning can also rise about 
the choice of the theoretical data used in this thesis. Here will follow a 
discussion about some important factors for this thesis.   
 

3.3.1 Literature 
 
The theories of internationalization that are used to compose the frame of 
reference in this thesis come from different sources such as books and articles 
from libraries and electronic data base. There are two main aspects to take into 
consideration when criticizing the literature used in this thesis. The first is 
related to my ability to interpret and present the theoretical material used in 
this thesis. I have tried to present the theoretical data, which is mainly 
presented in the frame of reference, as close as possible to their original 
resource. This brings me to the other aspect that is the reliability of this data. 
To improve the reliability of the theoretical data used in this thesis, i.e. books 
and articles about the Nordic School models, some actions were taken. I tried 
to work with the original articles from the Uppsala and Network Models to be 
able to be as close to the original sources as possible and avoid wrong 
interpretations. I have also used other authors’ interpretation of the selected 
theories and even some author’s critical views to control the information and 
even compare different views. 
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3.3.2 Mode of procedure 
 
There are some important points to discuss about the collection of the 
empirical data in this thesis. The method of selection of the case study 
company can be discussed since the empirical data collected from this 
company was the base for examining the proposition established in this thesis. 
According to Christensen et al (1998), the method that I used can be called a 
“non probability selection”5, which means that the selected object’s chance to 
be chosen is not known ahead of time and cannot be predicted, the object is 
not chosen randomly. I am aware that this mode of selection influences the 
results and the selected population cannot be representative for all Brazilian 
manufacturing companies. Using this mode I may have left room for possible 
deficiency and problems. However, I consider that the possible deficiencies 
and problems were dealt with carefully, see the discussion below.  
 
Another aspect that can affect the results of the thesis is that I have 
interviewed only one person. This person gave me information that is based 
on his knowledge and experience in the company. I do realize that having only 
one source may limit my chance to get a holistic and correct view of the 
internationalization process of this company. But there are some important 
factors that have played important roles on this mode of procedure. Time 
limitation, geographic distance to WEG’s Brazilian offices and the fact that 
according to the personnel at WEG in Gothenburg, the interviewee was the 
only person in Sweden that could give the kind of information needed. I 
believe that despite the limited empirical data resource, I interviewed the right 
person that was able to give me the kind information that was relevant and that 
I needed in order to fulfill the purpose of this thesis.  
 
Furthermore, the interviewee was able to answer all of my questions and give 
me the data that I needed to understand the internationalization process of this 
company. Another aspect to be taken into consideration is that the interviewee 
received the interview guide ahead of time so that he could better prepare 
himself and even seek for additional information in the areas that he was not 
familiar with. Some may question this procedure, but since the kind of 
information that was given to me by the interviewee were of descriptive 
character, I do not consider that this action may affect in a negative way the 
                                                 
5 Free translation of the Swedish term “icke-sannolikhetsurval”. 
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empirical data collected. He did not make up information about WEG, these 
were facts that had happened and that according to the interviewee are well 
informed within the company. 
 
Working with three different languages during the development of the thesis 
and the collection of data can have some affect in the thesis. The thesis is 
written in English, the personal interview was conducted in Swedish. Some 
secondary material (empirical data) that was used was collected in Portuguese 
and English. The use of different languages, different forms of data (verbal 
and written) and the results that are presented here are strongly related to my 
interpretation capability. I have tried during the entire process to translate and 
interpret the data as correct as possible and to strengthen this I have taken 
some actions. During the research I asked other people, such as other 
graduates and contacts in Brazil, to help with eventual language problems that 
may have occurred. I have also used different dictionaries and glossaries. 
After the transcription of the tape, I read the material and compared with the 
tape original a couple of times to certify that the exact words were transcribed. 
However, an important fact that can strengthen the reliability of this data is 
that I have quite good knowledge of these languages. Portuguese is my mother 
tongue and I have done other university projects both in Swedish and English.  
 
It is possible to question if the interviewee gave correct information and/or 
omitted some information due to personal reasons or trying to give a certain 
image of the company’s internationalization process. This is called the 
interview effect (Patel & Davidson, 1994). However, due to his willingness, 
input and the kind of information that I received I do not believe that the 
interviewee acted in such a way. There was coherence in the information that I 
found in all data collected. The use of a tape recorder during the interview can 
also have influenced the behavior of interviewee and the kind of answers that 
he/she gives. However, due to his position as the CEO for the Scandinavian 
market and based on the descriptive character of the questions (no sensitive or 
strategic issues were brought up), I believe that the interviewee was not 
affected and answered all the questions in a truly way, based on real facts. 
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3.4 Validity, reliability and generalization  
 
There are three important concepts to take into consideration when analyzing 
the value of the collected data and information in this thesis, i.e. reliability, 
validity and generalization possibilities of the results. Validity refers to the 
fact that the researcher really investigates what is aimed to be investigated 
(Kvale, 1996; Patel & Davidson, 1994). If the methods that are used to collect 
the empirical data are qualified and correct then the data and results are valid 
(Ejvegård, 1996). It is my opinion that I did what was aimed to do in this 
thesis, i.e. to see if the Uppsala Model and the Network Models combined 
could be used to explain the internationalization process of a Brazilian 
company. In the process I was also able to develop knowledge about the 
company’s internationalization process.  
 
I also believe that the methods that I used to collect empirical data and the 
procedures taken during this process gave me the kind of data that is in 
accordance with the problem’s discussion and purpose of this thesis. By using 
these methods I was able to capture information about the reality of the 
company’s internationalization, which is accordance with Arbnor and Bjerke 
(1994) argumentation that a high level of validity is related to how close we 
come to reality, given certain definitions and limitations. Another important 
aspect related to validity is my ability as the researcher to be as neutral as 
possible and not change the data collected despite my pre-understanding and 
my role in the development of the thesis. I do believe that despite my presence 
and attachment to the creation and direction of this research, I was able to 
work with the empirical data without making changes in this data. I tried to be 
as objective as possible when working with other people’s views and ideas, 
which I believe affect the validity of this thesis in a positive way. 
 
The second concept is reliability and refers to the fact that for a research’s 
result to be reliable it is necessary that the methods used to obtain these results 
are dependable and trustworthy (Eriksson & Wiedersheim-Paul, 1997; Arbnor 
& Bjerke, 1994). This concept is a lot of times related to quantitative studies; 
however, I chose to use it in this discussion to strengthen the results of this 
thesis, to show that I tried to have a critical approach to the methods used here. 
Also to reinforce to the reader that I used good and appropriate methods to 
achieve the thesis results. For the collection of the empirical data in this thesis 
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I used one personal interview and I also collected information about the 
company from its homepage and from the company’s brochures. I believe that 
these methods were suitable and reliable methods to acquire the information 
needed for this thesis. Due to the fact that I was able to cover all the questions 
from the interview guide, I believe that it would be possible for another person 
to redo the interview and obtain similar results. In my opinion these aspects 
affect the reliability of the thesis in a positive way. Some other important 
factors that affect the reliability of this thesis were already described in section 
3.3.2 Mode of procedure.  
 
I realize that I can not generalize the results found in this research, i.e. from 
the study of the use of the Nordic School’s models on one case company to 
the use of these models to explain all Brazilian manufacturing companies’ 
internationalization process. There are quite a lot of factors, such as 
companies’ sizes, type of products and even external ones such as the kind of 
markets that these companies are found in to be, that have strong influence on 
the internationalization process of all the Brazilian manufacturing companies. 
 
However, based on the characteristics of the case study company6, there may 
be a chance to generalize the results as far as the use of the Uppsala and the 
Network Models to explain the internationalization process. However, the 
process of certain Brazilian companies, which are similar to the one in this 
study. Using what is called by Kvale (1996) the “analytical generalization” 
which is based on the reasoning that a researcher uses a mode of thinking 
about the possibility to use one research’s finding to serve as a guide to other 
researches. This is possible by taking into consideration factors that may be 
similar or different to other kind of companies than the one studied here. 
Depending on the results found in this thesis there is a possibility to apply the 
same proposition to other companies that are similar to the one in this study.  
 
Question that can arise about the possibility to generalize the results of this 
thesis to other companies than Brazilian companies, for example other South 
American ones. I do not believe that I could make any kind generalization of 
such a character even for companies that are similar to the case company in 
this thesis. Brazil is quite a large and special country, it has different language 
than other South American countries, history and the country’s economy is the 
                                                 
6 There will be a detailed description of the company in chapter 5- Empirical Studies.  
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largest in that area. I believe that there are quite a lot of historical and 
structural factors that distinguish Brazilian companies, i.e. internal and 
external factors, from companies from other South American countries. These 
are factors that may have a lot of significance over this kind of generalization 
possibility.   
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4 Frame of Reference 
 
This chapter will give the reader the theoretical background of the thesis. 
First, an explanation of the term internationalization is presented, followed by 
factors that drive internationalization. The purpose of these two sections is to 
introduce the reader to the subject internationalization before the Nordic 
School models are presented. Further, the models used in this thesis, the 
Uppsala and the Network Models, will be described followed by some critical 
views of these models. 
 

4.1 Internationalization 
 
The term internationalization is widely used and there are several studies that 
have been done about this phenomenon. However, it is not an easy task to 
explain what internationalization really is. According to Welch and 
Luostarinen (1988), internationalization is a process that leads to the 
increasing involvement in international operations across borders. Another 
quite similar definition is the one by Johanson and Vahlne (1977). They see 
internationalization as a process where a company gradually increases its 
international involvement. Another view of internationalization is given by 
Luostarinen (1979), where he states that a company becomes international by 
establishing its first contact abroad. 
 
According to Hertz and Mattsson (1998), the content of the term 
internationalization can be interpreted in two ways: either as a state or a 
process. The former can be used as an expression of the degree of 
internationalization that a company is to be found in, i.e. a state that describes 
the degree of a company’s international dependency. Other authors that 
discuss this aspect are Chryssochoidis et al (1997), who argue that companies 
go through different states during internationalization. A state is used to 
describe a company’s degree of involvement in the international market, 
rather than the condition of its development (Ibid).  
 
The second view is that internationalization can be interpreted as a process 
(Hertz & Mattsson, 1998). In this case the term, internationalization, is used as 
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an expression of how a company becomes more internationalized over time. 
This reasoning can be related to the discussion that Melin (1992) has in his 
study about the longitudinal aspect of internationalization, i.e. a gradual 
international development that occurs through time. Another author who has 
written about internationalization as a process is Moberg (1990). He states that 
internationalization can be seen as a process or a chain of development, and a 
company under internationalization goes through a learning process. This 
process will gradually increase a company’s market and establishment 
knowledge.  
 
Based on the discussion above, I have chosen to use the term 
internationalization in this thesis as a combination of Welch and Luostarinen 
(1988) and Johanson and Vahlne (1977) – the progress of a company’s 
international involvement through a period of time. The two interpretations of 
the term internationalization, i.e. state and process, will both be used. For a 
better understanding I will distinguish the two views of internationalization 
and will refer to them as the degree of internationalization and 
internationalization process.  
 

4.2 Reasons for internationalization 
 
Factors that influence a company towards internationalization can be 
numerous. The first international movement is a learning experience for most 
companies. Starting something where they have no knowledge from previous 
experience can lead to development within the company. The existence of a 
strong force to cause this first step is necessary, a force that will push the 
company towards this new path. (Aharoni, 1966) 
 
After this first movement, a company will have an increased knowledge on 
investment abroad and possible later movements will benefit from the initial 
one. Reasons leading to this first movement can come from internal or 
external factors, such as an external proposal, strong competition within the 
industry and the contact/experience that a manager within the company may 
have. It is not possible to discuss how these forces appear or how they 
interact; the decision to internationalize can be the result of one single event or 
the combination of many. (Ibid)  
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Another important aspect is that the impact that the driving force has on the 
company and its internationalization process depends on the social and 
organizational structure within the company. Internationalization decisions 
will be made or not made by a company at a certain time, based on these 
structures. (Ibid) If a company has for example available human and/or 
financial resources that are suitable for an international investment, it may be 
easier for this company to make decisions that are favorable to an international 
movement. 
 
Internationalization gives a company the possibility to explore foreign markets, 
to use the competitive advantages it has over its competitors, and to achieve 
long-run profitability. For a company to reach success when entering a foreign 
market it is necessary to have superiority over some factors compared to the 
companies that already exist in that market. Some of the reasons for 
manufacturing companies to start to export can be capacity surplus, need for 
market growth, competitive advantages, or spread of risk. (Moberg, 1990) 
 
What was presented in this section were some of the reasons for 
internationalization. It is possible to say that these reasons can be numerous 
and vary for different companies and even industries. I believe that internal 
and/or external forces are the factors driving a company towards international 
markets. 
 

4.3 Internationalization Process-Uppsala Model 
 
The following section will give the reader an overview of the first chosen 
model from the Nordic School, the Uppsala Model. The model is presented by 
two articles from 1975 and 1977 and discusses four aspects of 
internationalization. This section is divided in seven parts, and there will be a 
description of: the two articles and their content, the four aspects that are 
highlighted in these articles and in the end it is presented some critical views 
about the Uppsala Model. Views from other authors about the Uppsala Model 
and its four aspects are included in the following sections for better 
understanding of the Uppsala Model.  
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4.3.1 Internationalization of the firm  
 
The Uppsala Model was introduced by two Swedish professors, Johanson and 
Wiedersheim-Paul, from the University of Uppsala in 1975. It is a study of the 
internationalization of four Swedish companies; Sandvik AB, Atlas Copco, 
Facit and Volvo. The study has a longitudinal character, i.e. analyzes the 
entire international development process of four companies. The study is 
based on the relationship between attitudes and actual behavior and there is a 
two-way relation between these two factors. First, the decision to invest in 
international ventures depends on attitudes. Second, the accumulated 
experience from international activities influences attitudes. (Johanson & 
Wiedersheim-Paul, 1975) 
 
The model is based on an assumption that a company first develops and grows 
in the domestic market. Thereafter internationalization comes as a result of a 
series of gradual decisions. Knowledge and learning are important factors that 
need to be taken into consideration and the obstacles of internationalization 
stem from the lack of knowledge and resources. However, through a gradual 
development of decision making and learning about the international market, 
these obstacles can be overcome. There is a chain of events that follows the 
learning and gradual development of a company’s internationalization. The 
threats and risks accompanying the international involvement gradually 
decrease. At the same time there is an increased need to control and to be part 
of the opportunities that internationalization offers. (Ibid) Two aspects are 
discussed in this study, establishment chain and psychic distance.  
 

4.3.2 Establishment Chain 
 
The first aspect is based on four different stages, which gives a view of a 
gradual and successive increase in commitment. These different stages and 
their characters give companies different experiences and knowledge about an 
international market. (Johanson & Wiedersheim-Paul, 1975) There is an 
important relation between the early and the later stages of internationalization. 
At every stage a company sustains previous knowledge and acquires new. 
According to Johanson et al (2002), it is the aggregated knowledge that is the 
base for further movement into a newer and more mature stage in the model.  
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The four stages are the following: (Johanson & Wiedersheim-Paul, 1975) 
1-no regular export activities 
2-export via independent representatives (agent) 
3-sales subsidiary  
4-production/manufacturing 
 

Figure 1: Establishment chain 
Source: Own design, based on Johanson & Wiedersheim-Paul (1975) 

 
At first a company is not involved in any international activities. It has no 
communication with, or information channels, in the foreign market, as well 
as no commitment or resources involved in international operations. At the 
second stage the firm establishes its first contact with the foreign market and 
starts to export through an agent. By this stage the firm has obtained a market 
channel, and there is an information flow between them and there is also a 
creation of commitment to the new market. At the third stage, control plays an 
important role. By establishing a sales subsidiary on the foreign market, a 
company can have a more active role and is able to control the international 
operations at a closer range. During this stage, a company increases its 
experience and knowledge about factors that influence its resources and 
operations. When reaching the fourth stage, a company engages itself deeply 
into the foreign market and there is a large resource commitment involved at 
this point. (Johanson & Wiedersheim-Paul, 1975) 
 
It is important to give attention to the possibility of exceptions during the 
above-described process. There can be external factors, such as foreign market 
size or internal factors, such as accumulated international experience that can 
affect the establishment chain. This may enable companies to “jump” some 
stages during the internationalization. (Ibid) 
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4.3.3 Psychic Distance 
 
Psychic distance is the second aspect discussed by Johanson and 
Wiedersheim-Paul (1975) in the Uppsala Model. When measuring distance 
between markets in the internationalization process of a company it is 
necessary to take into consideration other factors than geographic distance. 
These factors can be the foreign market’s industrial development, educational 
levels, business rules, political system, language and culture. A combination 
of these factors has an important affect on the information flow between 
companies, which affects communication and knowledge during the process. 
Trade is favorable and easier if for example the level of development and 
education is similar between countries. The development of the 
internationalization process of a company is dependent on the development 
knowledge within a company and transfer of information between parts. 
Factors that can prevent the relationship between the company and the foreign 
market are called psychic distance. (Hallén & Wiedersheim-Paul, 1979)  
 
According to the psychic distance concept, countries move into further 
internationalization by working successively through markets and increasing 
the psychic distance. A company starts in countries that are closer seen from a 
psychic perspective and continues to move further away with time. In other 
words, a company starts to internationalize within countries with the same or 
similar level of development or within countries with closer related culture 
and language and later on moves further away. This process increases a 
company’s international experience, market knowledge and improves the 
learning process, factors that are important to the international company. 
(Johanson et al, 2002)  
 
According to Johanson and Wiedersheim-Paul (1975), psychic distance is not 
always consistent. Due to changes in the business environment, such as 
technological and communication evolution and other kind of changes in 
social and trade systems, the psychic distance reasoning may not always hold. 
(Ibid)  
 
Establishment chain and psychic distance can be combined and represented 
graphically (Johanson et al, 2002), see figure 2. According to the Uppsala 
Model, a company starts its internationalization in markets that are psychically 
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close to its domestic market by exporting through independent representatives 
(agents). Once the company has spread this form of establishment to markets 
that are psychic distant it is time to increase its commitment to these markets. 
The company will then start to advance in the establishment chain, by going to 
stage 3 (sales subsidiaries) doing the same process to markets, starting with 
closer countries and moving later further with the psychic distant countries. 
The process repeats again when a company moves to stage 4 
(production/manufacturing). According to Johanson and Wiedersheim-Paul 
(1975), during the time that a company “goes through” the four stages of the 
establishment chain there is a broadening to other markets.   
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Figure 2:  Establishment chain and psychic distance 

Source: Johanson et al (2002), page 47 

 
 

4.3.4 The Mechanism of Internationalization 
 
In 1977 Johanson and Vahlne conducted a further study of the Uppsala Model 
and the steps of internationalization. In this article a model was developed that 
included two distinctive aspects; state and change aspects of what the authors 
called the mechanism of internationalization. The state of internationalization 
of a company at a certain moment has an important explanation role over the 
following internationalization paths taken by a company. The state aspects are 
resource commitment to the foreign market, i.e. market commitment and 
knowledge about the foreign market and operations. (Johanson & Vahlne, 
1977) The change aspects are the decisions about commitment of resources 
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and the current activities of a company (Ibid). According to Johanson et al 
(2002), state and change aspects refer to the changes in the internationalization 
of a company and help to describe how internationalization occurs.  
 
The two aspects described above are related and they affect each other. The 
outcome of one aspect is the input of the other (Andersen, 1993). The state 
aspects influence the change aspects that in turn have influence over a 
company’s knowledge and commitment, see figure 3. To better understand the 
interaction of these aspects, one has to take into consideration environmental 
factors such as the economic and business factors that surround the company. 
These factors also influence how decisions ought to be taken in a company. 
Based on the discussion above, the model implies that the state of 
internationalization of a company affects how opportunities and risk are seen 
by a company, which in turn influences the change aspects. (Johanson & 
Vahlne, 1977)  
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Figure 3: The Basic Mechanism of Internationalization-State and Change Aspects 

Source: Johanson &Vahlne (1977), page 23 

 

4.3.5 State Aspects 
 
Market commitment is composed of two factors, the amount of resources 
committed and the degree of commitment. The latter is related to how 
involved resources are in a particular market. If alternative use can be found 
easily and resources can be transferred to another use, this means that there is 
a low degree of commitment. Another factor that influences the degree of 
commitment is the level of resource specialization to a specific market, the 
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more specialized a resource is the higher is the degree of commitment. 
(Johanson & Vahlne, 1977) An example can be the degree of market 
specialization that a certain product has to a certain market. By investing on 
the adaptation of that product to a specific market, the company is engaging in 
a higher degree of commitment to that market. 
 
Commitment is based on several kinds of knowledge, including market 
knowledge. Decisions that a company takes are based on previous and present 
knowledge, such as opportunity-, risk-, and environment knowledge. (Ibid) 
According to Penrose (1966 in Johanson & Vahlne, 1977), knowledge can be 
divided into two categories; the first is objective knowledge, which can be 
taught to others. The other is called experience or experiential knowledge, 
which can only be learned, not taught, and the learning process derives from 
personal experience. When a company starts its foreign operations, it does not 
have the sort of basic experiential knowledge that will serve in that specific 
situation. A company acquires that during its operations in the new market. 
(Johanson & Vahlne, 1977) Experiential knowledge is very important in the 
internationalization process of a company, since it helps companies to put its 
plans on achievable levels, whereas experiential knowledge can show which 
opportunities are more concrete and possible to reach (Johanson et al, 2002; 
Johanson & Vahlne, 1977).  
 
Other two ways to categorize knowledge is by distinguishing between market-
specific knowledge and general knowledge. The sort of knowledge that 
embraces characteristics of a specific national market, which can mainly be 
acquired through experience in that market, is called market-specific 
knowledge. The other category, general knowledge, in the internationalization 
context means for example knowledge of marketing methods or characteristics 
that specific customers may have in common. (Johanson & Vahlne, 1977) 
According to Johanson et al (2002), these two kinds of knowledge (market-
specific knowledge and general knowledge) are experiential knowledge. For 
the establishment and performance in a foreign market, it is required a 
combination of these two categories of knowledge.  
 
There is a relationship between the two state aspects. By stating that 
knowledge is a resource within a company the following reasoning is done; 
the more knowledge a company possesses, the more important are its 
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resources and that will lead a company to commit itself more to the market by 
using its resources. (Johanson & Vahlne, 1977) 
 

4.3.6 Change Aspects 
 
Current activities of a company are related to some important aspects, such as 
commitment and experience. We can see this relation by taking a look at the 
characteristics of a product sold in a foreign market by one company as 
example. The more differentiated the product and more specific to a certain 
market needs, the more committed a company is to its current production 
activities. The kind of current activities in development within a company is 
considered the main source to generate experience. (Johanson & Vahlne, 
1977)  
 
A company can also insert experience into its internationalization process in 
different ways; by taking advantage of what is called a firm experience and a 
market experience. These kinds of experiences, as their names indicate, 
embrace the company’s outside and inside boundary, i.e. experience within 
the company or outside it. These experiences can be acquired in different 
ways, for example by hiring new personnel and/or looking for consulting 
advice. However, sometimes there is a need for certain kinds of experience 
that are required in the internationalization process of a company. These kinds 
of experience can only be acquired through a long learning process based on 
the company’s current activities in a specific market. (Ibid) The problem with 
taking this path is that it can sometimes take a long time; but on the other side 
internationalization is a time-consuming process (Johanson et al, 2002). 
 
The second change aspect is related to the decision alternatives a company has 
and how these choices are made. It is called commitment decisions, i.e. 
decisions about how to employ and commit a company’s resources to foreign 
operations. (Johanson & Vahlne, 1977) These decisions are taken based on the 
kind of problems or opportunities that a company has, and in order to 
understand and make the best choices a company needs experience. No matter 
the nature of problems and/or opportunities that a company may face, the 
decisions that a company makes and the risk that it may take are based on the 
experience that a company has accumulated over time. This experience 



Frame of Reference 

 35

derives from past and current operations in the foreign market. (Johanson et al, 
2002; Johanson & Vahlne, 1977) By making a decision, a company will be 
employing more of its resources and that leads to more commitment to that 
market (Johanson & Vahlne, 1977).  
 
In general a company will make commitment decisions in small steps; this 
means a gradual increase of operations and market environment. However, 
there are exceptions for this step-by-step increase. If a company has large 
resources it can take large internationalization steps and can employ greater 
commitment. If market conditions are favorable, that means stable and 
homogeneous, a company may gain market knowledge through other ways 
then just experience. If a company has a great deal of experience from other 
markets that present similar character to the current market, a company may 
be able to use its previous experience and speed up the process. (Ibid) 
 

4.3.7 Criticism of the Uppsala Model 
 
In this part of the chapter some criticism of the Uppsala Model will be 
presented. This model, as I stated earlier, is accepted by many and a frequently 
used to explain the internationalization process of a company. However, this 
model has been exposed to some critical views that question its explanation 
value. I consider it to be important for the results of this thesis, that I take into 
consideration some critical views about the model. I chose to present the most 
frequent criticism, which may be later used in the analysis to explain possible 
deviations shown by the case company. 
 
The model has been called by some too deterministic, based on the fact that 
the steps described in the model are quite predetermined and that a company 
should not break the process described. However, the criticism is based on the 
fact that a company can, by making strategic choices make choices about the 
establishing chain and entry mode. (Johanson & Vahlne, 1990)  
 
The psychic distance aspect has also been criticized. There are fast changes 
and developments happening constantly in the world; i.e. the fact that the 
world is becoming more homogenous in different aspects, such as culturally 
for example, does have a strong affect on the psychic distance concept 
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(Nordström, 1990 in Johanson & Vahlne, 1990; Axinn & Matthyssens, 2001). 
Another critic view on psychic distance is given by Andersen (1993). Due to 
the possibility of knowledge to be transferred from one country to another, a 
company that has a high level of international involvement will have a high-
accumulated knowledge level and that will affect that company’s view on the 
psychic distance between other countries. The view from this kind of company 
may be different compared to a company without international experience. 
(Ibid) 
 
Another criticism is presented by Forsgren (1989), who argues that the model 
is relevant only when describing the early stages of internationalization, under 
the circumstances of the absence of market knowledge and limited market 
resources. The author argues that companies that have come further with their 
internationalization process and are already established in different foreign 
markets, have market knowledge and resources that other companies lack. The 
discussion around the use of the Uppsala Model to explain the early stages of 
internationalization is also reinforced by Andersen (1993).  
 
Another view is held by Clark et al (1997), who states that in the Uppsala 
Model there is too much focus on the accumulation of market-specific 
knowledge under internationalization rather than general knowledge. The 
experience acquired under operations in an international market (market-
specific knowledge), the management of the different market operations and 
its relationships together with the accumulation of general knowledge from 
these international operations are the factors that will influence a company 
choice of how to work with a foreign market. This discussion leads to some 
implications for the analysis of the internationalization process. There is a 
need to pay more attention on the process of the firm than the market level and 
the importance of the interdependency and coordination between the different 
markets/units that a company is operating in. The knowledge that a company 
acquires during its international operations is more important than the specific 
knowledge from one market. (Clark et al, 1997) 
 
To conclude this section of the chapter, I would like to give my reflections 
about the Uppsala Model. I consider the model to have a high explanation 
value of a company’s internationalization process. However, there are some 
aspects that I believe are important and need to be taken into consideration. 
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Considering psychic distance, I agree with some of the criticism that was 
given in this section. Some crucial changes have occurred in the world during 
the last years, such as communication and technology development that has 
decreased the “distance” between countries. It is also possible to question the 
gradual development of market knowledge within a company, as it is stated by 
the model. Today a lot of companies use mergers and acquisitions to enter 
foreign markets, that way “jumping” through stages. This kind of events is 
neither embraced either by the Uppsala Model, and also needed to be taken 
into consideration. 
 
 

4.4 Internationalization in a Network - Network Model 
 
The following section of the chapter will introduce the reader to the network 
view of internationalization, which is called the Network Model. This model 
does not focus on the individual company as the earlier model, rather on the 
company’s context. In 1990, Johanson and Vahlne published another study 
where they introduced another aspect to their earlier study about 
internationalization, the network aspect. This view of internationalization has 
received more attention during more recent times and it is possible to state that 
Johanson and Vahlne (1990) used the network view as a complement of the 
Uppsala Model. Other authors have also studied the network concept and their 
views are used as a complement. 
 

4.4.1 Networks 
 
According to Johanson et al (2002), companies strive to establish and develop 
long-term relationships with their business partners, such as customers and 
suppliers. These relationships have a strategic significance for a company 
(Ibid). The establishment of a network can be an important tool to develop 
these relationships and can play an important role for a company’s 
internationalization. 
 
Companies are engaged in a system of activities such as production, 
distribution and the use of goods and services, which Johanson and Mattsson 
(1987) called the industrial system. These systems can be described as a 
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network of relationships between companies, i.e. an industrial network. This 
kind of network has a stable but not static character and the members of these 
networks are always executing activities that affect the network. They are 
establishing, developing and maintaining the relationship that the network 
creates. (Ibid) The structure of a network can be quite complex, with many 
different members, activities and resources involved. For an outsider to 
understand the complexity of such a system can be quite difficult, it is 
necessary to have inside involvement and experience from the network system. 
(Johanson & Vahlne, 1990)  
 

4.4.2 Internationalization in a Network 
 
The internationalization of a company can be a result of activities and 
involvement of other organizations, for example a customer or a supplier that 
are active or want to enter a foreign market (Johanson & Vahlne, 1990). 
According to Welch and Welch (1996), a lot of activities that are involved in 
the internationalization process of a company can be categorized as 
networking activities. A decision to move towards a foreign market can be a 
result of an outside part’s influence, such as a customer’s request or a 
supplier’s proposal. Therefore it is possible to state that the 
internationalization process can have an inter-organizational character and not 
just an intra-organizational. (Johanson & Vahlne, 1990)  
 
According to the Network Model, a company’s success in its 
internationalization process depends on the network that this company is 
involved in and the kind of relations it has. Internationalization means that a 
company develops business relationships in a network with international 
actors. (Johanson & Vahlne, 1990) By taking the network concept to an 
internationalization view it is possible to state that during internationalization, 
a company establishes and develops network and network activities, but this 
time in a foreign market (Johanson & Mattsson, 1988 in Axelsson & Johanson, 
1992).  
 
The establishment and development of a network position in foreign markets 
can be achieved in different ways according to Johanson and Mattsson (1988 
in Axelsson & Johanson, 1992): 
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By establishing relationships in a foreign country-based network that is new 

to the company, this can be done for exemple by international extension or 
foreign market entry. 

By developing deeper relationships within the networks that the company 
has acquired a position in, this can be done by penetration. 

By connecting and increasing coordination in different country-based 
networks, this can be done by international integration. 
 
According to Axelsson and Johanson (1992), a company’s degree of 
internationalization affects its chances to establish itself in new markets. A 
company that is already working internationally has established contacts in 
foreign markets and can use these contacts to further establishment into new 
markets. A company that is only active at a domestic level has limited chances 
to use its positions for international expansion.  
 
Johanson and Mattsson (1988 in Axelsson & Johanson, 1992) describe four 
internationalization situations based on the degree of internationalization of 
the market and the company; the following figure, illustrates graphically how 
these four situations interact: 
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Figure 4: Degree of internationalisation of the market 

Source: Axelsson and Johanson (1992 in Johanson & Associates, 1994), page 198 

 
“The Early Starter” is characterized by a situation where none of the 
companies in the network has international experience or commitment 
(Johanson et al, 2002). The company has no knowledge of the foreign market 
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and cannot use its network relationships in the domestic market to gain this 
sort of knowledge (Johanson & Mattsson, 1988 in Axelsson & Johanson, 
1992). Companies that belong to this group can be called pioneers, since they 
start internationalization without previous experience, have to learn on their 
own and even teach others in the network. It is possible to see a pattern of 
gradual establishment abroad, since these kinds of companies do not have the 
knowledge of doing business in a foreign country. (Johanson et al, 2002)  
 
For “The Late Starter” the degree of internationalization of the market is high. 
A company’s suppliers, customers and competitors can be already 
international. There exist some disadvantages for a company that is situated in 
this category. Since the company is starting its internationalization quite late, 
its competitors have already established relationships with customers and 
suppliers, and have already accumulated more knowledge on the foreign 
market compared to a late starter. (Johanson & Mattsson, 1988 in Axelsson & 
Johanson, 1992) According to Johanson et al (2002), these kinds of companies 
have no strong motive to follow what earlier was described as the psychic 
distance establishing process or the establishment chain. The learning process 
of internationalization is important for these kinds of companies; however, 
due to the high degree of internationalization of other members in the network, 
the late starter can use these relationships for its own process. (Johanson et al, 
2002) 
 
A company that belongs to “The International among Others” is highly 
internationalized and its market too and due to this situation a further 
movement into internationalization done by this company has only marginal 
changes in international extension and market penetration. (Johanson & 
Mattsson, 1988 in Axelsson & Johanson, 1992) Since most of the parties 
involved in this kind of situation have extensive internationalization 
knowledge, the existence of global coordination is important (Johanson et al, 
2002). According to Johanson and Mattsson (1988 in Axelsson & Johanson, 
1992), a company that belongs to this category holds a lot of positions in 
foreign markets. It has access to and can influence a large amount of external 
resources and this is done in coordination with what it is called a worldwide 
basis (Ibid). This kind of situation is characterized of focus towards 
competition by a small number of global companies, often oligopoly that are 
watching and copying each other. (Johanson et al, 2002) 
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“The Lonely International” is a highly internationalized company that belongs 
to a low internationalized market. A company that belongs to this category has 
advantages over the other companies that are still working within the domestic 
borders. This company has more experience and knowledge on foreign market 
structures and operations than other companies. Due to its already established 
internationalization this kind of company has advantages over its competitors 
that still have a long internationalization process ahead of them. To be in this 
kind of situation can be very favorable for a company if it can coordinate work 
and resources between the different network markets and transfer experience 
between those borders. (Johanson et al, 2002)  
 

4.4.3 Criticism of the Network Model 
 
The Network Model has also been criticized and in accordance with the 
discussion held about criticism of the Uppsala Model, it is also important to 
present some criticism of this model to improve the results of this thesis. 
 
Johanson and Vahlne (1990) argue that personal contact and network has 
more importance in certain industries, as the high technology industry and in 
certain countries more than others, factors that can affect the relevance of the 
network view. 
 
The network concept is based on the fact that a company will use the contacts 
and relationships it has with others to develop further into the 
internationalization process. There is the need of experience and knowledge 
transfer between the members of a network. However, this transfer of 
information between parts does not occur as smooth as one may predict. Some 
companies are not willing to or cannot give and take this kind of information 
(knowledge) from other companies, which can complicate the network 
relationship. (Johanson et al, 2002) 
 
Some criticism also exists regarding the fact that certain companies have 
accomplished internationalization without networks. According to Bell and 
Young (1998), the Network Model may not be applied to large already 
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international companies, but that it has a deeper influence for smaller 
companies that have not gone so far in their internationalization. 
 
Concluding this section, I would like to say that I do not believe that the 
Network Model can be used alone to explain the internationalization process 
of a company. I believe that it is important for a company to have own driving 
forces behind its internationalization process in association with networking 
activities with other companies. The Network Model as I see, is about 
acquiring knowledge in regard to other companies, customers, suppliers, etc. 
and its relationships to other markets. I consider it to be important, for the 
internationalization process of a company, to also possess knowledge about 
the country and market that the company is going to establish itself in. The 
continuing establishment done by an internationalized company can be 
affected by other factors than just where its network is spreading. The need to 
enter a market can be dependent on other factors such as market size, chance 
to control a regional market, etc. 
 

4.5 Summary 
 
This chapter was composed of four sections. First, the concept of 
internationalization was presented, i.e. the progress of a company’s 
international involvement through a period of time. Afterwards, there was a 
discussion about reasons that can lead a company to internationalization. The 
following two sections consisted of a presentation of the Uppsala and the 
Network Models and their aspects. The Uppsala Model explains the 
internationalization of a company as a process, taking into consideration 
establishment chain, psychic distance and the relationship between 
commitment, knowledge, learning, experience and activities during this 
process, i.e. state and change aspects. According to the Network Model, a 
company’s internationalization is related and dependent on the relations that a 
company has with others in a network. Criticisms about both models were also 
presented to enhance the value of this thesis. The four aspects of the Uppsala 
Model and the Network Model are the base of the analysis done in this thesis 
together with the empirical data from WEG. 
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5 Empirical Studies 
 
This chapter will give the reader a general view of WEG. First there is a 
presentation of the company, thereafter there is a description of the 
company’s internationalization process, network activities and future. By the 
end of this chapter the reader will understand what internationalization means 
to this company and how the internalization process was carried out. The data 
presented in this chapter comes from the interview with the CEO for WEG 
Scandinavia, WEG’s homepage and the company’s brochures. 
 

5.1 WEG 
 
Three men Werner Voigt, Eggon da Silva and Geraldo Werninghaus in the 
city of Jaraguá do Sul, a small town in the southern Brazilian state of Santa 
Catarina, started the company in 1961. They started by producing electrical 
motors. The company has developed and grown since its foundation, forty-
three years ago. Today WEG is Latin America’s largest company in the 
manufacturing of electric motors, withholding 80% of that market and is the 
fourth largest company in the world in the production of electric motors.  
 
WEG manufactures today, besides the starting product, i.e. electric motors, a 
variety of products. These are generators, electrical components, motor control 
and protections, industrial automation products, power and distribution 
transformers, liquid and powder paints and electro insulating varnishes. 
 
Since its foundation the company has directed its strategic planning to 
diversification. WEG believes that this is the path the company ought to 
follow and the key to achieve one of the company’s long term goals, which is 
to be able to offer customers a solution or a system that meet most industrial 
applications needs. WEG wants to be seen not just as the producer of electric 
motors, but also as a provider of complete industrial solutions.  
 
WEG’s competitive advantages are the company’s focus on product quality 
and technological development, factors that have helped the company to 
increase its internationalization presence. The company’s size has also helped 
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to keep a good image in its industry and among its customers. WEG is not 
seen as a minor player but rather an important one. Another important strategy 
for WEG is its wish to be close to customers, which have forced the company 
to develop and supply better products and services. WEG has a focus on its 
customers’ markets; it also creates and develops specific solutions for 
different market needs.  
 
According to Berndt Torehov, CEO of WEG Scandinavia, the company has an 
unusual flat structure compared to other Brazilian companies; the company 
still has an atmosphere of a family company despite its size. The company 
employs today about 10 300 people in Brazil and 1 300 abroad. The 
company’s turnover (sales) for 2003 was of approximately US$ 620 million 
dollars.  
 

5.2 WEG in the world 
 
WEG’s products reach today more than 60 countries in five continents. This 
presence is possible in a number of ways, WEG has:  
 
- Established subsidiaries in 16 countries 
- International manufacturing units  
- Representatives in 32 countries 
- Large structure of distributors in 27 countries  
- Wide network of service agents all over the world, about 60 countries 
   
The company’s sixteen subsidiaries abroad are controlling most of the 
international operations together with WEG Exportadora Ltda., which is 
WEG’s international office in Brazil. The subsidiaries are located in Argentina, 
Australia, Belgium, Chile, Colombia, England, France, Germany, Italy, Japan, 
Mexico, Portugal, Spain, Sweden, USA and Venezuela. See figure 5 for an 
overview of WEG’s presence worldwide. 
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Figure 5:  Weg's worldwide presence 
Source: Weg’s Company profile brochure 

 

5.2.1 Reasons for internationalization  
 
Internationalization has been a very important subject for WEG since the 
company’s goals are to be a global company and achieve the position of the 
largest company in the electric motor industry. The company is focused on 
constant investments in technology and quality, and according to Berndt 
Torehov, these are factors that are important for a gradual and successful 
internationalization process as the one accomplished by WEG so far.  The 
international development accomplished by WEG is a combination of internal 
and external factors. It was a gradual process based on strategic planning and 
vision of expansion from the company’s founders.  However, Berndt Torehov 
believes that the internal factors are the strongest forces behind this process. It 
became part of the company’s strategy to take over the Brazilian and Latin 
American market, and since this was accomplished the company has turned its 
focus to the rest of the world.  

WEG’s World headquarters - Brazil
Weg branches abroad
Representatives/Distributors
Manufacturing Plants

WEG’s World headquarters - Brazil
Weg branches abroad
Representatives/Distributors
Manufacturing Plants



Empirical Studies 

 46

 
According to Berndt Torehov, WEG’s attitude towards internationalization 
was very special and full of enthusiasm. The company did not have 
international knowledge and this development occurred during the process. 
There was a lack of experience and certainty about the steps to be taken within 
the company. However, the company’s positive attitude, strong will to reach 
success and to grow has marked its internationalization process. Customers 
and employees are affected by the “company’s drive” and that way WEG has 
managed to move towards its goals. WEG’s owners knew what they wanted to 
achieve and decided to take the steps necessary to achieve its goals and “learn 
by doing” a long the way, as it was stated by Berndt Torehov.  
 

5.3 WEG’s internationalization process 
 
In this section, WEG’s internationalization process, i.e. the steps and choices 
that were taken by the company, will be described.  
 

5.3.1 Export 
 
 
 
 
 

 
 
In 1970, WEG started its internationalization process by exporting to South 
American countries. By 1975 the company’s exports reached 32 countries, 
mainly in North America and Europe but even Asia and Oceania. With some 
of these countries, WEG would later create a deeper business relationship, 
through more market commitment. According to Berndt Torehov, the first 
movement within the South American borders was a natural choice and the 
best one that WEG could have taken. However, the quick expansion to other 
markets came more as a combination of factors such as the increased interest 
to reach more customers and opportunities. There was not a pre-established 
pattern and the company reached different markets such as the North 
American and some European markets at about the same time. By then WEG 
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started to develop the network contact of distributors and representatives that 
the company has today. 
 

5.3.2 Subsidiaries 
 
 
 
 

 
 
According to Berndt Torehov, the following steps that were taken by WEG 
into its internationalization process were proper steps for the development of 
the company. During the 80`s it was understood within the company the need 
to come closer to its international markets that were supplied by export. WEG 
needed to take other steps to be able to support and attend customers’ 
demands in a better way. To establish relationships with customers and 
markets that were based on trust was very important for WEG.  That meant 
that it needed to start working at a closer range to its customers if the company 
was going to achieve its goals, it needed to take more control over its 
international operations and increase commitment. 
 
It was not until 1991 that the company really started to invest into deepening 
its internationalization process. The company’s objective was to be a world 
leader in the electric motor industry. With focus to realize this objective the 
company started a strong internationalization program the same year and 
established subsidiaries in different countries. The movement towards 
establishing WEG’s international subsidiaries was crucial according to Berndt 
Torehov, since further development was based on the first ones. 
 

1960 1970 1980 1990 2000 

1991: International subsidiaries
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1991  USA and Argentina, Chile, and Colombia 
At first the company started WEG Electric Motors in the USA in 
1991. The strategies behind this movement were to be able to: 
directly supply producers of machines and equipments in the 
American market, absorb technological tendencies from the 
world’s largest market for electric motors and start working as a 
direct distributor in that market. Thereafter the company expanded 
its distribution system to Mexico and Canada, taking advantage of 
Nafta7. In the same year, WEG turned back to another important 
market and tried to intensify its presence in the Mercosul8. WEG opened a 
subsidiary in Argentina and soon assumed the leading position in that market. 
WEG went on opening other subsidiaries in Chile and Colombia. 
 
1992-1998  Belgium, Germany, England, France, Spain, and Sweden 
In 1992, WEG turned to Europe and started a subsidiary 
in Belgium that was going to take care of the entire 
European market. But WEG soon learned an important 
lesson and realized that it was necessary to have a 
subsidiary in each country it wanted to work with. 
Successively, WEG opened subsidiaries in other 
European markets, Germany in 1995, England in 1996 
and in 1998 the company started to work with France, 
Spain and Sweden. The strategy behind these movements was to increase 
WEG’s participation in the most competitive and demanding world market, 
Europe.  
 
2000-2002  Mexico, Italy, Venezuela, Portugal, Japan, and Australia 
In the first half of 2000 WEG opened a 
subsidiary in Mexico. In the following year, 
2001, WEG opened three more subsidiaries 
in Italy, Venezuela and Portugal. Thereafter 
WEG arrived in Asia, opening a subsidiary 
in Japan. The company wanted to take some 
shares of the competitive Asian 
manufacturers of electric motors. The next 

                                                 
7 Nafta- North American Free Trade Agreement  
8 Mercosul- The Common Market of the South 
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market was Oceania where WEG opened a subsidiary in Australia in 2002. 
That way the company formed a global business network active in 60 
countries.  
 

5.3.3 Manufacturing units 
 
 
 
 

 
 
1994  Argentina 
Another important decision taken by WEG towards a deeper 
internationalization was the establishment of manufacturing 
operations outside Brazil and the first step was taken in 1994. The 
company created a partnership agreement with Corradi, an 
Argentinean company that was the leader in the production of electric 
motors at that time in Argentina.  
 
2000  Argentina 
However, the consolidation of this international establishment form 
did not arrive until the year 2000, according to Berndt Torehov; it was 
when WEG acquired the company Morbe, which produced electric 
domestic motors, with factory located in Cordoba, Argentina. Another 
step was also taken in Argentina that year, when WEG negotiated and 
bought the company Intermatic from Argentina, producer of fuse 
boxes, a product that was not produced in Brazil. That way WEG 
expanded its line of electronic components. The company was named WEG 
Equipamientos Electricos and is located in San Francisco, Argentina. 
 

1960 1970 1980 1990 2000 

1994 & 2000: Manufacturing units 1994 & 2000: Manufacturing units 
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2000  Mexico 
In the second half of 2000, WEG acquired ABB’s division of 
electric motors in Mexico City. The strategy behind this 
movement was to fortify WEG’s presence in the Mexican 
market with own factory of appliance motors.  
 
2001  Portugal 
After the fast pace that marked the year 2000, another 
important step was taken in the following year. During the 
second half of 2001 the company started a factory in 
Portugal and was then operating close to an important 
market, Europe. According to Berndt Torehov, this was an 
important move for WEG since the company has been 
focusing on expanding in the European market. 
 
 

5.3.4 WEG’s learning process 
 
Berndt Torehov stated the there has been a large knowledge development 
within WEG since its internationalization process started. The company did 
not have international market knowledge or experience when it decided to 
start its involvement with foreign markets and learned a lot during the way. It 
was soon understood that there was no international experienced within the 
company and that is according to Berndt Torehov, the ground stone for the 
way that company started to work, i.e. sending Brazilian staff abroad to 
establish subsidiaries. However, WEG learned about the need to have people 
with local knowledge in the foreign markets.  
 
WEG’s internationalization process was described by Berndt Torehov as a 
gradual learning process. According to him, it was and it will continue to be 
extremely important for WEG to search for local market knowledge in foreign 
markets, local customer knowledge, i.e. people that know the market and the 
potential customers that this market possesses. WEG worked on the 
development of this specific market knowledge. This has been a strategy 
developed during a period of time after WEG started to grow internationally. 
This influenced also the company’s international and market specific 
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commitment. Based on this strategy WEG has been able to establish itself in 
different markets and reach important customers quite fast. According to 
Berndt Torehov, if a company grows this way the establishment process can 
be developed quite fast, since it acquired specific market knowledge by hiring 
local personnel. This is how it happened in the Scandinavian market, and 
today WEG holds over 10% of this market.  
 
The learning process has been very important for the development of the 
company and after the first steps were taken on its own the company looked 
for external consult help, mainly to work with organizational strategies and 
resources allocations from the Brazilian side and to improve its 
internationalization process. A strategy that the company followed was to 
keep on investing in personnel international knowledge and experience. There 
is today an established exchange relationship between WEG’s companies, 
where WEG is sending international staff to its facilities in Brazil and sending 
Brazilian staff abroad to work with the local staff in the international markets.  
 

5.3.5 Other factors 
 
There are other factors that have influenced WEG’s internationalization 
process and some of them are discussed in this section. One can see that the 
intensified internationalization from 1991 is also a result of some internal 
factors such as technology and quality development, low cost competitiveness 
and the contribution from qualified professionals that were prepared to 
compete in the global world. Another important aspect is according to Berndt 
Torehov, the lessons learned along the way. One example was the opening of 
the Belgium subsidiary. The company learned quite fast the need to increase 
individual market knowledge and realized the need to be closer to its 
customers. WEG decided to grow and invest more in the European market by 
opening subsidiaries in other European countries. 
 
The eight subsidiaries that WEG has in Europe are built and structured in the 
same way. They work with large warehouses containing WEG’s products so 
that they can be delivered to customers in “just-in-time” basis. WEG works 
with buffer stock for its large European customers. Due to the similarity of the 
European subsidiaries, they usually work together. If one subsidiary has 
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problems with delivery of stock, they borrow and buy products between each 
other. The objective with this structure is to avoid delivery problems and offer 
the best service possible to WEG’s customers. According to Berndt Torehov, 
customers trust and rely on WEG due to this structure.  
 
According to Berndt Torehov, WEG has used an aggressive marketing 
strategy and since it produces high quality products, the company is able to 
keep up with international development and increase its market shares.  
 
WEG has also engaged into adjusting its products to the markets it work with. 
The Brazilian factories produce all WEG’s products and in certain factories 
abroad some market specific adjustments are made to the products. The 
Mexican factory that is mainly supplying the Central American and American 
market but even the Canadian is producing with focus on these markets 
requests and specific demands. The Portuguese factory is mainly producing 
the most demanded electric motors in the European markets. One of the 
Argentinean factories is the only producer of fuse boxes. 
 

5.4 Network 
 
According to Berndt Torehov, WEG is part of networks mainly with 
distributors, representatives and service agents. Most of these relationships 
were developed based on WEG’s interest and initiative to create a better 
structure to reach and serve its customers. Berndt Torehov was not able to 
inform if this reasoning was valid to all the contacts that WEG has established 
around the world. 
 
By taking a look at WEG’s industry it is possible to state that WEG is an 
international company, i.e. WEG belongs to an industry that is international 
and its major competitors are the European companies Siemens and ABB, 
which are highly internationalized companies. WEG controls today the 
majority of its domestic market and South American market, holding 80% of 
that market. The company goals are to reach more customers worldwide and 
become the number one producer of electronic motors in the world. Today 
over 65% of WEG sales are towards international markets. 
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WEG has relationships with important customers, according to Berndt 
Torehov, which has had some influence in some parts of its 
internationalization process. The opening of the Swedish subsidiary was given 
as an example. The main factor that influenced the opening of that office was 
the need to reach and attend the Nordic market, but there was also the 
influence of a global supply agreement with an important Swedish company. 
By opening the office in Sweden, WEG was able to give a closer and better 
service to this customer and work to expand in the Nordic market. It is very 
important for WEG to have strong relationships with key customers in foreign 
markets. Berndt Torehov stated that it is also important for WEG to pursue 
sales of large volume and to achieve this WEG believes it is necessary to work 
with large key customers. It was also mentioned by him that a strategy that is 
used by WEG during the search for new customers is the use of references 
from established customers in order to build trust with the new customers and 
in their industries. 
 
WEG’s internationalization process, which has lead the company to reach the 
degree of internationalization that it is found today, was started and based on 
WEG’s internal factors such as owners’ drive, strategies, management goals 
and the influences that these factors have had in the company, staff, products 
and even customers. WEG has a clear goal that it is striving to achieve, which 
is to be the international leader in its industry. These were the main factors 
that drove the company towards a higher degree of internationalization and 
influenced its internationalization process and international operations. 
 
Some other examples of networking activities were given by WEG and they 
are listed below. It is possible to observe that most of them are related to the 
exchange of technological knowledge. According to Berndt Torehov, most of 
WEG’s networking activities are a result of the company’s strategy and 
objective to grow internationally and not the cause of its internationalization. 
 
-In 1977 WEG signed a contract to export technology to a Colombian 
company. 
-In 1984 WEG sold own technology to a partner company, Eletromotores 
Yaracuy in Venezuela. This partner started to produce electric motors using 
WEG’s know-how. 
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- In 1997 the company established an agreement of technological cooperation 
with the German company, Herberts, world leader of production of electro 
insulating varnishes. This agreement placed WEG as the leader of this product 
in Brazil. 
-In July 2003 WEG closed a commercial partnership agreement with the 
Japanese company, Mitsui. The agreement covered commercialization and 
distribution in the Asian area of WEG products produced in Brazil (mainly 
electric motors but even other equipments). 
 

5.5 Future 
 
What are WEG’s plans for the future? According to Berndt Torehov, the 
company wants to grow. It plans to invest even more in international markets, 
expanding its working structure with more subsidiaries and factories. WEG 
wants to grow in a fast pace, there is a planned budget growth of 35% for the 
year 2004, and this growth is to be accomplished outside its domestic and 
Latin American markets, which are already controlled by WEG.  
 
WEG wants in the coming future to have own factories in the USA and more 
factories in Europe. WEG believes that these are strategic positions that would 
help the company to increase its presence and subsequently market shares in 
important foreign markets.  
 
Factories are also planned in Asia so that WEG can attend the Asian market 
with regional production. According to Berndt Torehov, there are concrete 
plans for future investment and establishment in Asia. WEG’s directors had a 
meeting in November of 2003, in China with a local producer of electric 
motors. WEG was looking for the possibility to establish a joint venture with 
this company in order to better serve the Asian market, which at the present 
moment is served by WEG’s local subsidiaries, distributors and agents.  
 
With the increasing concern in the world about the sustainability of energy 
sources, and the world looking into to save energy, WEG has developed a line 
of premium efficiency industrial motors offering better performance, decrease 
of energy consumption and better features that contribute to environmental 
preservation. Spreading its line of products is also important for WEG’s future. 
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The company is investing in industrial automation solutions, which is 
regarded one of the world’s industrial increasing segment. These are some 
examples of some projects that WEG is working with to better serve its 
customers and future market demands.  
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6 Analysis 
 
This chapter brings together the theories of internationalization, the Uppsala 
and the Network Models, with the empirical data collected from WEG. The 
analysis chapter is divided into seven sections and the starting point is a 
discussion about the meaning of internationalization for WEG. Furthermore, 
there will be an individual discussion over the five aspects that are highlighted 
in the Nordic Schools models; establishment chain, psychic distance, state 
aspects, change aspects and network. To conclude the chapter some 
reflections about WEG’s internationalization process are presented. 
 
I would like to clarify for the reader that in section 6.2 to 6.5 I will analyze the 
theoretical data from the Uppsala and Network Models, i.e. what the model 
states about the internationalization process and compare this information 
with the empirical data colleted from WEG. I do not intend in these sections to 
question the patterns and choices done by WEG during its internationalization 
to explain possible deviations from the theories. The last section of the chapter 
will be used for this purpose. 
 

6.1 WEG’s internationalization  
 
A company becomes international when it establishes its first contact abroad 
(Luostarinen, 1979); based on this reasoning it is possible to state that WEG is 
an international company. Since its foundation in 1961 in Brazil, until today 
the company has grown and established itself in different parts of the world 
using different procedures. Starting with export in 1970 and achieving the 
structure that the company has today of international: subsidiaries, 
manufacturing units, representatives, distributors and a network of service 
agents. 
 
It is also possible to state that WEG has a high degree of international 
involvement, i.e. that WEG is found to be in a high degree of 
internationalization. The company has done international investments during 
the past years which have affected what is called by Hertz and Mattsson 
(1998) and Chryssochoidis et al (1997) the state of internationalization of a 
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company. WEG has gone through different states during the last years and 
increased its international operations and dependency. As it was stated, WEG 
is today the fourth largest producing company of electric motors in the world 
and controls of about 80% of the South American market.  The other view of 
internationalization as a process that according to Melin (1992) can be seen as 
a gradual international development over time, can also be applied into 
WEG’s internationalization process. According to Berndt Torehov, WEG’s 
international development has been a learning and gradual process which I 
believe to also be in accordance with Hertz and Mattsson (1998) definition of 
internationalization as process. 
 
Based on the information that was presented by WEG, I believe that its 
internationalization process is based on reasons that are mainly related to the 
existence of strong internal forces which is in accordance with Aharoni (1966) 
reasoning over internationalization. This internal force comes mainly from the 
company’s founders and director’s “drive” and strategic planning, which has 
affected the company towards an international engagement. The desires to 
grow and to conquer market shares are forces that are leading WEG to strive 
for and achieve its goal to be the world largest producer of electric motors.   
 
WEG started its internationalization process without international experience 
and knowledge and the first steps taken served as pathfinder for the following 
moves that were taken in the company’s internationalization process, 
reasoning that is in accordance with Aharoni’s (1966) argumentation. It is 
possible to state that WEG’s organizational structure was important for its 
international development. Its high technological and high quality products, 
the stable financial situation that I believe the company was found to be in, 
allowed the company to make international investments. In general the 
existence of available resources within the company allowed it to make the 
decisions that facilitated its international movement. More discussions about 
the development of knowledge and resources will be done in sections 6.4 and 
6.5 State and Change aspects.  
 
Once WEG started its internationalization the company was able to increase 
its market shares and explore international markets. According to the found 
empirical data, the intensive focus that WEG has put on the development of 
high technological products and the high quality of its products can be seen as 
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competitive advantages for WEG. According to Moberg (1990), it is necessary 
for a company to reach success when entering a foreign market to have some 
superiority compared to competitors. Based on the empirical findings in this 
thesis I consider WEG to be a company that has some characteristics that can 
lead to market superiority. The company’s strategies and its efforts to be close 
to its customers and attend needs can be seen as important factors for WEG’s 
success and international development.  
 

6.2 Establishment chain 
 
One of the aspects that are discussed in the Uppsala Model is the 
establishment chain that a company should follow during its 
internationalization process. According to Johanson and Wiedersheim-Paul 
(1975), the Uppsala Model states that a company’s international establishment 
is composed of four stages and during the development of international 
activities a company moves through these stages accumulating knowledge and 
experience. 
 
WEG’s establishment chain started in 1970 with export activities to the South 
American markets and within a five years period the company increased 
export with simultaneous export activities to other parts of the world.  The 
next move made by WEG was the establishment of 16 sales subsidiaries 
which started in 1991 and went on until 2002. All of the subsidiaries were 
opened in countries that WEG had established export contacts with. The third 
step taken by WEG was to increase its international commitment to these 
markets and this step was consolidated in 2000 with manufacturing units in 
Argentina and later in Mexico and Portugal. WEG’s engagement into this step 
is still going on today with increasing interest in the European and Asian 
markets.  
 
 According to Johanson and Wiedersheim-Paul (1975), there is a relation 
between the four stages, which I believe leads to development within a 
company. I think that it is possible to see this relation if one take a look at 
WEG. At first WEG was not involved in international activities or contact 
with these markets, the company was working with and supplying its domestic 
market. This period was between 1961 and 1969. In 1970, WEG reached the 
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second stage by starting to export and started to develop contact and commit 
with international markets.  
 
Moving into the third stage was very important for WEG, since the company 
was able to get closer to achieve some of its goals, which were to grow into a 
global company and to get closer to its customers in order to establish a better 
relationship with them. I believe that WEG wanted more control over 
operations and moving into a deeper commitment, i.e. establishing 
subsidiaries would help the company to achieve its objectives, a reasoning that 
is in accordance with Johanson and Wiedersheim-Paul (1975) argumentation. 
This was an important stage for WEG and it developed market knowledge and 
experience. This is possible to exemplify by taking the events around the 
establishment of subsidiaries in Europe, starting in Belgium 1992. The period 
between 1992 and 1995 (it was in 1995 that WEG opened the second 
European subsidiary in Germany) was of learning experience for WEG about 
the European market and its structure, which lead the company to change 
strategies and open local subsidiaries in other countries. 
 
Moving into the fourth stage requires deep engagement and resource 
commitment into the foreign market (Johanson & Wiedersheim-Paul, 1975). 
WEG started by creating a partnership agreement in 1994 in Argentina and 
consolidated this stage in 2000 when it acquired the first factory in the same 
country. It is clear that the development of industrial operations abroad 
required a large quantity of financial resources, planning and operational 
control. WEG was, after the establishment of the fourth stage, producing in 
another country; I believe that the factors control and commitment assumed a 
much stronger role during this stage. The more a company is inserted in the 
new market, the more it can measure and control risks during the process. For 
a company as WEG, which had its manufacturing units in Brazil, close to the 
company core, the start of production abroad was a risky step but necessary a 
one. However, to be able to better control and serve international markets, it is 
important for a company to come closer to the new market and also to better 
control the development of international operations abroad. I believe that 
WEG was able to acquire control by increasing commitment and creating the 
right type of structure in the foreign markets, in turn minimizing risk. 
 



Analysis 

 61

In accordance with the establishment chain reasoning, WEG has followed the 
Uppsala Model’s description of the stages of international development 
operations in individual foreign markets. The company moved from working 
solely with its domestic market to exporting to a large variety of countries. 
WEG moved to the establishment of sales subsidiaries in markets that the 
company was already in contact with through export. Once WEG reached the 
fourth stage and started own production in foreign markets, these markets 
were markets that WEG already had sales subsidiaries established.  
 

6.3 Psychic distance 
 
The second aspect of the Uppsala Model is psychic distance. This aspect is 
based on the argumentation that during a company’s internationalization 
process, market penetration is done as a gradual move from countries that are 
close to its home market and moving towards countries that have psychic 
distance (Johanson & Wiedersheim-Paul, 1975).  
 
In this section I have decided to first take a look at the individual 
establishment forms used by WEG during its internationalization process, i.e. 
export, sales subsidiaries and manufacturing units and see which patterns were 
followed. By taking an individual look I was able to see different patterns in 
WEG’s international development. I wanted to see if WEG started with 
countries that were more similar to its own country and acquired gradual 
international experience and knowledge in the way.  
 
When WEG started to export the first markets that the company had contact 
with were the South American markets, which are markets that can be 
considered to be close markets to the Brazilian one.  There are certain factors, 
which are considered by Johanson and Wiedersheim-Paul (1975), and Hallén 
and Wiedersheim-Paul (1979) to influence the communication flow and 
knowledge transfer between countries during international operations. Some 
of these factors are business rules, culture, educational level and language. In 
WEG’s case Portuguese is a more similar language to Spanish than English 
for example. I am aware of the fact that, I do not have detailed information 
about WEG’s expanding export development during the period between 1970 
and 1975, which affects my possibility to deeper analyze WEG’s export 
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development and see if it has followed the path of moving towards psychic 
distant countries. However, as it was informed earlier some of the export 
markets were reached almost simultaneous as the American and European, 
facts that do not agree with the psychic distance reasoning.  
 
As far as the establishment of WEG’s international sales subsidiaries goes, 
there is no coherence with the psychic distance reasoning. WEG’s first move 
was to establish subsidiary in the USA, which can be considered a psychic 
distant country and after that first move, WEG turned to closer countries in 
South America. The following establishments were concentrated in the 
European market during the period between 1992 and 1998, which is also a 
psychic distant market to WEG’s home market. The following establishment 
period of subsidiaries was between 2000 and 2002.  During this period it was 
not possible to see what could be called an “organized” pattern since WEG 
had some simultaneous establishments in different countries.   
 
The establishment of manufacturing units is the only one of the three 
establishment forms that, analyzed individually, follows the psychic distance 
reasoning from the Uppsala Model. WEG started with a partnership agreement 
in 1994 and after six years it acquired a factory. These events took place in a 
fairly close country which is Argentina. The further manufacturing 
establishments were done closer to North America, more specifically in 
Mexico and the following year in Portugal. I see these two countries as quite 
close to Brazil as far as many factors that are important when analyzing 
psychic distance, i.e. language, culture and business rules for example. 
 

6.3.1 Combining Psychic Distance and Establishment Chain 
 
Combining psychic distance and establishment chain is important to be able to 
get a complete and correct view of the reasoning developed by the Uppsala 
Model. According to Johanson et al (2002), a company starts its 
internationalization process by exporting to a foreign market and at the same 
time occurs a spreading of this form of establishment to other markets towards 
psychic distance countries. This development happens before the company can 
move further into establishing sales subsidiaries. The same procedure, i.e. 
moving towards psychic distance countries happens again once a company has 
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moved to establishing sales subsidiaries. Once the company has also spread its 
sales subsidiaries to psychic distant countries, it is able to establish 
manufacturing/producing units using the same reasoning. 
 
Has WEG followed the pattern described by these two aspects combined? 
WEG started its internationalization process by exporting and WEG did not 
follow the pattern that would fit with the psychic distance reasoning during 
this time.  
 
The next step taken by WEG, i.e. establishment of sales subsidiaries is in 
accordance with the establishment chain reasoning; however, there is a lot of 
disturbance in the psychic distance pattern. The company started in a psychic 
distant country as the USA, moving to a close one that is Argentina and 
afterwards Europe. During the subsequently period, between 2000 and 2002, 
there is even less correlation in WEG’s sales subsidiaries establishment 
pattern.  
 
The last step taken is also in accordance with the establishment chain 
reasoning and it is the one that presents the most correlation with the psychic 
distance reasoning since WEG started with Argentina, moved to Mexico and 
later on to Portugal. 
 
However, I noticed that during the period between 2000 and 2001, some 
establishment of sales subsidiaries were done simultaneously with 
manufacturing units. A Mexican subsidiary was opened in the first half of the 
year 2000 and the manufacturing unit in the second half of the same year, the 
same happened in Portugal in the following year. This fact may go against the 
idea that only once a company has broaden a certain establishment form to 
psychic distance countries, it is able to move into another establishment form, 
that way deepening commitment. This discussion is based on the fact that 
during this process a company acquires the necessary international experience, 
market knowledge and improves its learning process, factors that are 
important for a successful and gradual internationalization process (Johanson 
et al, 2002). Based on Johanson et al (2002) reasoning one may ask if WEG 
was able to acquire the necessary experience and knowledge during this 
process, I will present a more analytical view about this matter in section 6.7 
Reflections about WEG’s internationalization.   
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Summarizing, it is not possible to state that WEG completely followed the 
reasoning behind the combined establishment chain and psychic distance 
aspects as stated in the Uppsala Model. WEG has followed the establishment 
chain order but there are some deviations during the process as far as psychic 
distance goes and some overlapping between the establishments of sales 
subsidiaries and manufacturing units during the period of 2000 and 2002. 
 

6.4 State aspects 
 
The states aspects from the Uppsala Model, which are market commitment 
and market knowledge, refer to how internationalized a company is.  It is 
possible to state that WEG has a high degree of international market 
commitment. Market commitment is related to the amount of resources that a 
company commits to a market and also to the degree of commitment to that 
market (Johanson & Vahlne, 1977). WEG invested in the opening of sales 
subsidiaries, manufacturing units and have also a quite large contact structure 
with distributor and agents through out the world.  
 
Another factor that can be mentioned, which is related to what is called by 
Johanson and Vahlne (1977) the level of resource specialization to a specific 
market, is the fact that some of the manufacturing units such as the Mexican 
and Portuguese factories are producing products that are more regional market 
specific products. WEG has also invested in the development of its products to 
reach international standards. I consider these to be examples of how WEG is 
engaged in a high level of market commitment.  
 
From the moment that WEG started its internationalization process it was 
made possible to see a development of experiential knowledge within the 
company. Experiential knowledge is the kind of knowledge that can only be 
learned as a result of personnel experiences (Penrose, 1966 in Johanson & 
Vahlne, 1977) and is related to the second state aspect, market knowledge. 
Market knowledge is referred to the company’s knowledge over specific or 
general information about another market (Johanson & Vahlne, 1977). As it 
was presented earlier WEG’s internationalization process was and is 
considered by its personnel to be a gradual learning process. WEG has during 
some time acquired the necessary information to move forward and also to 



Analysis 

 65

improve its internationalization process. Another example of the development 
of experiential knowledge is the learning experiences that WEG acquire 
during the establishment of the European sales subsidiaries. It learned that a 
more local and specific knowledge was needed in that situation.  
 
Taking a deeper look at the meaning that knowledge development has for 
WEG, I was able to observe that two other kinds of knowledge, that were also 
described by Johanson and Vahlne (1977), i.e. market-specific and general 
knowledge, can be found as part of its internationalization process. During the 
years since WEG started its international development it became clear for 
them the need to be close to customers, attend their demands and also find 
local personnel for its international units. I consider this to be the base for its 
establishing spreading.  For WEG, having the local knowledge has given them 
the possibility to work much closer to its customers and give the service level 
that is required for a company to succeed. Based on WEG’s development and 
its market position, I also consider the company to have a good level of 
general knowledge in its industry and use this knowledge in good combination 
with the market-specific one. 
 
There are two remarks that can be made concerning WEG’s knowledge 
development, specifically its market-specific knowledge development. The 
first one is related to the establishment of sales subsidiaries in Mexico and 
Portugal, which occurred in the same year as its manufacturing units. This has 
lead me to question WEG’s ability to develop adequate market knowledge in 
these markets with such a short period of time. The other remark is about the 
fact that the two Argentinean and the Mexican factories were acquired by 
WEG, not build from start. I may here question WEG’s ability to gradually 
develop knowledge in these specific situations. More discussion about these 
remarks will be presented in section 6.7. 
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6.5 Change aspects 
 
The change aspects described by the Uppsala Model are current activities and 
commitment decisions. According to Johanson & Vahlne (1977), there is a 
relationship between a company’s current activities, market commitment and 
experience. By adjusting its products to certain markets WEG is committing 
itself to these markets and adjusting current activities to these market 
requirements. This chain of events has leaded the company to learn and 
develop international experience.  
 
It is also possible to observe that WEG has inserted experience into the 
company by using other ways such as the ones described by Johanson & 
Vahlne (1977), i.e. firm experience and market experience, but the company 
also used what was called by Berndt Torehov, the “ learning by doing” way.  
WEG started its internationalization process based on its strategies and 
objectives; there was no real internal international knowledge and I consider 
WEG’s first steps to be part of a development process. After a certain time 
WEG implemented strategies and started to take advantage of internal and 
external factors that would help its internationalization process. Examples are 
the choices of taking in external consult help but also the earlier mentioned 
move to start hiring local personnel at the international sales subsidiaries.  
Another example is the exchange system that WEG has developed, sending 
Brazilian personnel abroad and international ones to Brazil. This kind of 
activity involves resource commitment and the desire to develop better 
knowledge and experience within the company, but also a better and more 
intensive flow of knowledge and information within the company.  
 
The way that WEG employed resources into foreign operations and the results 
that these decisions had in its internationalization process is related to what 
Johanson & Vahlne (1977) called commitment decisions. The decisions taken 
by a company are based on past experiences and future estimation, which lead 
the company to acquire more knowledge and international experience. The 
way that the eight European subsidiaries are structured and function is an 
example of how WEG has employed its resources and increased commitment 
to the European market. By working with similar structure and concept 
between these subsidiaries, WEG is able to better service and supply 
customers around Europe. 
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According to my personal view the internationalization process can be seen as 
the interaction between knowledge development, experience and commitment. 
A company develops during its internationalization process necessary 
knowledge and subsequently experience regarding a foreign market. As this 
development proceeds there is a decrease in uncertainty and the company can 
then increase its commitment to the foreign market. Based on this reasoning 
the mechanism of internationalization that involves the change and state 
aspects can be seen as a cycle, i.e. the result of one is the starting point of the 
other.  
 
Based on the above discussion I consider the reasoning of the mechanism of 
internationalization, i.e. the change and state aspects, to be quite in accordance 
and applicable to WEG’s internationalization process. Knowledge, learning, 
experience and commitment were factors that played an important role in 
WEG’s internationalization process, even though there was a slight deviation 
in a certain period.  
 

6.6 Network 
 
The internationalization process of a company can have an inter-
organizational character, which means that this process can be related to other 
organizations and its activities. According to the Network Model, the 
internationalization process of a company is affected by the network it belongs 
to and the relationships within this network. (Johanson & Vahlne, 1990)  
 
Based on the empirical data collected on WEG, I do not consider that its 
internationalization was only a result of network activities, i.e. it was not 
solely started because of network activities, as can be the case for some 
companies. As it was stated earlier the main driving force behind WEG’s 
process has been some internal force and experience/knowledge developed 
within the company during the process.  
 
However, it is important to mention that it is not possible to completely ignore 
the existence of possible relationships with other companies that may have 
influenced WEG in some matters during its internationalization process. 
According to Johanson et al (2002), companies strive to establish relationships 
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with business partners. WEG has a number of relationships with distributors, 
agents and with certain customers that I believe have some affect on the 
company’s operations. The influence from other actors can take different 
characters that in turn can affect WEG in different ways. Some possible 
examples of how this influence occurs may be the desire of a customer to 
work with a new market and that way also influencing WEG to start to work 
with this new market to better attend this customer. Another example can be 
that an already existing contact, for example an export agent, which may 
influence the company to deepen its involvement in a certain market.  It is also 
important to understand that network relationships, as it was stated by 
Johanson and Vahlne (1990), can be quite complex and hard to understand for 
an outsider, argumentation that can be applied to WEG’s case and my limited 
ability to fully interpret the meaning of network in its internationalization 
process and even my resources ability related to the full-meaning of 
networking at WEG. 
 
According to Axelsson and Johanson (1992), a company’s degree of 
internationalization affects its chances to establish itself in new markets. By 
analyzing WEG’s degree of internationalization and the market that it belongs 
to, comparing these two factors to Johanson and Mattsson (1988 in Axelsson 
& Johanson, 1992) four internationalization situations, I consider WEG to be 
“the international among others”. WEG belongs to a highly internationalized 
market, taken into consideration that its competitors are international 
companies. WEG has also a high degree of internationalization; the company 
is active and established in a large number of countries around the world, 
withholds 80% of the South American market and 65% of its sales are of 
international character.  
 
Based on the fact that the major companies in WEG’s industry (including 
WEG) are highly internationalized and present around the world, I consider a 
suitable strategy for WEG regarding network relationships and its 
internationalization to use what Johanson and Mattsson (1988 in Axelsson & 
Johanson, 1992)  call international integration. That way WEG will be able to 
take better advantages of the structure that already exists to deepen its 
internationalization, connecting the network that already exits. However, some 
expansion and penetration to new markets through networking activities 
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should not be forgotten, and should be used as far as reaching markets that 
WEG is not yet active.  
 
Keeping in mind the argumentation that was done above, it is possible to say 
that WEG’s network activities have not been the starting force of its 
internationalization but a part of the development of its internationalization 
process. I also believe that network activities will play an important role in 
WEG’s future; an example is the interest to establish a joint venture with a 
Chinese company, information that was given in the empirical studies chapter. 
 
 

6.7 Reflections about WEG’s internationalization 
 
In this section of the chapter I will present a discussion and my reflections 
about WEG’s internationalization process and the deviations that were 
described from the Nordic Schools models. 
 
As it was stated earlier I consider WEG’s internationalization process to agree 
with the Uppsala Models’ establishment chain. I mentioned that there was a 
certain disturbance in the establishment chain pattern during the period of 
2000 and 2001, where some establishments of sales subsidiaries were done 
simultaneously with manufacturing units. This disturbance I do not believe to 
be of such a strong character to affect the statement that WEG has followed 
the establishment chain reasoning.  
 
This disturbance can be related to some of the criticism that has been done 
towards the Uppsala Model. Johanson and Wiedersheim-Paul (1975) stated 
themselves that there are possibilities of exceptions due to internal or external 
factors, which can lead companies to “jump” some stages. This is not the 
exact case for WEG, since it did not jump stages but it still can be applied to 
this situation. WEG accelerated this phase of its internationalization process, 
but still acted in accordance with establishment chain reasoning. I think that 
another view that can be used in this discussion is given by Johanson and 
Vahlne (1990) who stated that the model can be seen as too deterministic, and 
that a company should not break the process described by the model. I believe 
that the accumulated experience and knowledge that WEG developed during 
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the previous establishing periods may have been of strong character and 
maybe gave a good base for the company to be able to handle these 
simultaneous establishments, without negatively affecting its 
internationalization process.  
 
As far as the Uppsala Model psychic distance reasoning, it is not possible to 
see coherence between WEG’s internationalization paths and what the theory 
states about a company moving towards psychic distance countries, even 
though there was some exception during the establishment of manufacturing 
units. Johanson and Wiedersheim-Paul (1975) stated in their article that the 
psychic distance reasoning is not always consistent. The idea that the psychic 
distance reasoning does not always apply to all companies’ 
internationalization does not surprise me. How companies see and consider a 
foreign market to be close or distant can be quite different for different 
companies and industries; and numerous factors can play some role.  
According to Nordström (1990 in Johanson & Vahlne, 1990) and Axinn and 
Matthyssens (2001), the concept of psychic distance has been affected by the 
changes in the world, which is becoming more homogenous. What is 
considered close and/or similar by WEG may not be the case for another 
company, and this reasoning may lie as base for WEG’s decisions.  
 
One could also raise the question about the reliability of the Uppsala Model, 
since the model was developed in the 70’s. As I stated earlier these are models 
that are considered to have credibility and importance in the field of study of 
internationalization. However, due to the rapid changes (technology, 
communication, etc.) that have occurred in the world during the last years, I 
think that some other aspects may also need to be taken into consideration 
during the internationalization process of companies. The high technological 
development of communication and/or economic and cultural development in 
Brazil may be aspects that may have affected WEG during its 
internationalization process and lead it not to follow the psychic distance 
reasoning. 
 
Another critical view over the use of the Uppsala Model is done by Forsgren 
(1989). He states that the Uppsala Model is relevant when describing early 
stages of internationalization; this view does not apply to WEG’s situation 
since the non correlation was noticed already by export and subsidiaries stages. 
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In WEG’s case the kind of conclusions that I can draw are that I believe that 
strategic questions, such as foreign market importance and market size were 
important factors in its process. Also knowledge transfer between markets, 
experience and hiring local personnel at the new markets may have influenced 
the paths chosen by WEG instead of the psychic distance one. This is in 
accordance with Andersen (1993), who stated that a company that is highly 
internationalized will have a high-accumulated knowledge level, factors that 
will affect how a company views psychic distance between countries.   
 
A remark was done about WEG’s ability to develop knowledge during the 
period that it established subsidiaries and manufacturing units in Mexico and 
Portugal, in the same years. Johanson and Vahlne (1977) stated in their article 
that the step-by-step concept of gradual increase of operations in a foreign 
market can have exceptions. I believe that factors such as previous 
experiences from other markets, the market situation in these countries, 
relationships with customers or even the action of competitors may have 
affected WEG’s decisions and increased the speed of its operations in these 
countries.  
 
Here it is possible to draw a line to Clark et al (1997) critical view over 
knowledge development and comment the importance that general knowledge 
may have on WEG’s internationalization process. The accumulated market-
specific knowledge that WEG acquired during almost 30 years, together with 
the experience that has enhanced the company’s general knowledge of 
international operations may have some influence over WEG’s ability to 
handle this fast establishment situation. Another aspect that can be taken into 
consideration here is the fact that WEG works with the concept of working 
with local market knowledge and as it was stated by WEG this may help them 
to accelerate the process. Hiring local personnel in the new markets, in 
Mexico and Portugal may have helped this fast transition. I do not believe that 
this establishment period was problem free for the company. And I consider 
this part of WEG’s internationalization not to be in complete accordance with 
the Uppsala Model, since WEG was not able to gradually build market 
knowledge in these markets.  
 
The other remark that was done about WEG acquiring manufacturing units 
can also be discussed here. I think that there are two sides to this kind of 
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situation, which need to be in balance for WEG’s sucess. By acquiring a 
factory, WEG was able to speed up the process and start to produce much 
faster in these markets. There are advantages for WEG, such as a ready 
structure, existing customer data base, etc. that may have helped it to start its 
operations faster.  I believe that factors, such as the closeness to this countries 
and even previous experience, in Argentina’s case, may have had some 
influence in WEG’s decision. I believe that WEG may have felt that they 
could handle the possible problems that could occur during this process. 
However, this development may not be in complete agreement with the 
Uppsala Model reasoning, since there is no gradual knowledge development 
in these markets. By acting this way, WEG left space for possible problems 
that are based on the lack of knowledge and experience in these markets, 
which lead to the risk that commitment may not prevail in these cases, since 
WEG was not able to build enough market knowledge.   
 
As far as the meaning of network to WEG, I interpret its internationalization 
as being mostly based on strategies, decisions based on internal factors and its 
own choices and also the development of knowledge. Some companies 
internationalize without network and according to Bell and Young (1998), the 
network reasoning may be more relevant to smaller companies, which I do 
consider to be true. However, during its internationalization, WEG created and 
established network relationships that strengthened its process, as the opening 
of the Swedish office as an example. In turn, I think that network has become 
a part of WEG’s internationalization process and with time assumed a more 
important role during this process.  
 

6.7.1 The Uppsala and the Network Models combined 
 
Based on the above discussion, I think that a combination of the two models 
may be able to explain WEG’s internationalization process. WEG has 
followed the establishment patterns according to the Uppsala Model. However, 
since psychic distance cannot be applied to explain the spreading patterns that 
WEG followed, I believe that the Network Model could be used. As far as my 
analysis’ capabilities go, I believe that it may be possible to say that WEG 
could have used in some cases already established contacts and/or established 
relationships with international companies and/or people to choose certain 
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foreign markets that the company chose to work with. The same reasoning can 
be applied to possible deviations related to knowledge development in the 
state aspect of the Uppsala Model.  
 
Based on the above discussion it is possible to say that the factors, that may 
have affected WEG’s establishment in the countries the company is 
established and in the order that WEG chose to do it, can be a result of the 
effects and influences of networks. The same can also be applied to the 
moments where gradual knowledge development and increasing commitment 
through learning experiences cannot be used in WEG’s internationalization 
process.   
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7 Conclusions 
 
The aim of this chapter is to present the thesis’ conclusions. First, the 
questions that were made in the introduction chapter about WEG’s 
internationalization process will be answered. Further, I will see if it was 
possible to use the Uppsala and the Network Models to explain the 
internationalization process of a Brazilian company in that way finding out if 
the proposition stated in this thesis is correct. Finally, suggestions for further 
studies will be presented.  
 
 

7.1 What did the Brazilian company do to establish 
internationally? 

 
WEG started its internationalization process in 1970 by exporting. During the 
years that followed the company opened sales subsidiaries in 16 countries, 
four manufacturing units and is part of a large structure of distributors, 
representatives and service agents around the world. Today, WEG’s products 
reach more than 60 countries in five continents. The company also developed 
knowledge about international operations and markets, and has increased its 
commitment and activities in these markets.  
 

7.2 What influenced the Brazilian company’s 
internationalization process? 

 
There is a combination of factors that influenced WEG’s internationalization 
process. Internal factors such as owners’ drive and wish leading to strategic 
planning and management towards internationalization were the most 
important factors for WEG’s internationalization process. External factors 
such as the context that the company is inserted also influenced the company’s 
internationalization. Product and technological development allowed WEG’s 
products to compete in the world market.  The development of international 
knowledge through learning, which occurred within the company, has also 
influenced WEG.  
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7.3 Examining the proposition 
 
The proposition that was stated in the first chapter of this thesis was that the 
Uppsala and the Network Models combined could be used to explain the 
internationalization process of a Brazilian company. In the following sections 
the proposition will be verified.  
 

7.3.1 Uppsala Model 
 
There are four aspects to be taken into consideration in the Uppsala Model: 
 
Establishment Chain  It is possible to state that WEG followed the 
establishment chain patterns according to the Uppsala Model. I also think that 
there was a relationship between the four stages of the establishment chain and 
WEG’s knowledge and experience development during its internationalization 
process, which is also in accordance with the Uppsala Model.  
 
Psychic Distance  There is no correlation between WEG’s establishment 
patterns in foreign markets (countries) and the psychic distance reasoning. 
WEG did not always establish itself first in close countries moving afterwards 
towards psychic distant countries.   
 
State and Changes aspects  Based on the analysis done in this thesis, it is 
possible to say that the state and change aspects of the Uppsala Model are 
quite in accordance with the internationalization process presented by WEG 
despite the few deviations that were presented.  
 

7.3.2 Network Model 
 
Network  Network has been part of WEG’s internationalization process but 
it cannot be used to solely explain its internationalization process. I do not 
believe that network involvement was the starting force of WEG’s 
internationalization but a complement to other factors, such as internal factors, 
during the process.  
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7.3.3 Result  
 
To conclude I consider the proposition to be correct. The combination of the 
two models is able to explain WEG’s internationalization process. I believe 
that where the Uppsala Model is lacking explanation value, the Network 
Model can be applied. Furthermore, I would like to state that I believe that 
these models cannot be used separately to explain WEG’s internationalization 
process.   
 

7.4 Suggestions for further studies 
 
It would be interesting to do another study using a larger sample of companies 
and apply the Uppsala and the Network Models on these companies. This kind 
of research would give results that have a higher generalization value.  
 
Another idea would be to use these models and perform a comparing study 
between Brazilian companies in the manufacturing industry and Brazilian 
companies from other industries. A study of such character would be able to 
give a broader explanation value for these models in a Brazilian context. 
 
To conclude this thesis I would like to present two new propositions that may 
be interesting for further studies. The first proposition is that a company’s 
internal factors may have more importance than external factors during the 
internationalization process of a company. The second one is that the network 
context that a company is found to be, may weaken the psychic distance 
reasoning during a company’s internationalization process and influence this 
process. 
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Appendix 
 
Interview guide 
 
1 Information about the company: 

1.1 When did the company start? What are the company’s goals, strategies and focus? 
1.2 How many people work at WEG in Brazil and outside the country? 
1.3 What is the company’s turnover (sales)? 
1.4 Which products are produced at WEG? 

1.5 How can the company be described, to be in the traditional manufacturing industry or high 
tech? 

1.6 In which international markets is the company active? 

1.7 Does the company have a main office for export and/or international relations? How is the 
company structured? 

1.8 Which products are produced and exported from Brazil and which are produced abroad? 
What are the characteristics of these products? 

1.9 What kind of characteristics does WEG looks for in their employees? 
 
2 Information about the interviewee: 

2.1 How long have you worked for WEG? 
2.2 What is your position? How do you see the information flow within the company 
 

3 Company’s internationalization: 
3.1 Is WEG an international company? Are WEG’s competitors international companies? 

3.2 What is the degree of internationalization of the company? ( the percent  of the company’s 
total sale that comes from international operations, export and others included) 

3.3 Which factors influenced the company to start working with international markets? 

3.4 Did the company search for external help, such as consultant, before and/or after its 
internationalization process? If yes, how did work out? 

3.5 Which were WEG’s strategies behind the decision to start to work with international markets? 
Did the company have elaborated strategic planning or it was unplanned? 

3.6 What kind of role do the company’s founders have on the company? And its 
internationalization process?  

3.7 Was there international experience within the company before the beginning of its 
internationalization process? 

3.8 Which were the main obstacles and/or problems that the company encountered in the 
beginning and during its internationalization process? 

3.9 How did WEG’s internationalization process start? 
3.10 How was the decision process? 

 Alternative 1: The company first chose the foreign markets and after the establishment 
channel? 

 Alternative 2: The company first chose the channels and after the markets? 
 Alternative 3: Other factors 
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4 Establishment chain: 

4.1 Which were the kinds of establishment channels/forms chosen by the company? (Export, 
subsidiaries, factories, etc.)  

4.2 Which were the reasons that lead WEG to chose the channels/forms that it chose and in the 
order that they were chosen? 

4.3 Which kind of advantages and/or disadvantages did these choices bring? 
 
5 Choice of international markets: 

5.1 Which markets did WEG choose and in which order? 
5.2 Which factors affected these choices? 
5.3 Which were the reasons behind these choices? 
5.4 What kind of advantages and/or disadvantages did these choices bring? 
5.5 How factors influenced WEG when entering new markets? 
5.6 Which were the advantages to the ways that WEG chose its international markets?  
 
6 The mechanism of internationalization: 

6.1 How would you describe WEG’s internationalization process? And which were the main 
factors that affect this process? 

6.2 What does WEG offer to foreign markets that it makes it special? 

6.3 
What does knowledge means for WEG’s internationalization process? 
How would you describe WEG’s market-specific knowledge (knowledge on the foreign 
markets that the company is established)? 

6.4 What is this knowledge based on?  

6.5 How would you describe WEG? Was its size a barrier or facilitator in the internationalization 
process? 

6.6 What about WEG’s products? What can you tell me about them and the company’s 
internationalization process? 

6.7 What kind of problems did WEG encounter during its internationalization process? 
 
7 Network: 

7.1 Does WEG belong to networks? 
7.2 If yes, are these networks international? 
7.3 Did these networks influence WEG’s internationalization process? And How? 
7.4 How does WEG see the networks that they are a part of?  
7.5 What kind of network activities is WEG involved in? 
 
8 Future: 

8.1 What are WEG’s future plans?  
8.2 How WEG’s industry future does look like? 
 
 


