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Research Question 
How can a Swedish firm obtain relevant market knowledge to enter Brazil and to choose its foreign 
mode of entry, in terms of the IP-model? 
 
Purpose of the research:  

The purpose of this study is to research, from an IP-model perspective, about how Swedish 
companies can obtain market knowledge to enter the Brazilian market, and to choose its foreign 
entry mode.   

Method:  
This study employed a qualitative approach and a case study as the base for its realization. The 
assessment was carried out through a combination of primary and secondary data collection. 
Primary data was collected through a semi-structured interview to the Head of the Swedish 
Chamber of Commerce in Brazil. Also, the author of this work did on–site observations through 
informal conversations of the market through an 11-week Minor Field Study in Brazil. However, due 
to the informal nature of these observations, they were mainly used to validate the veracity of the 
answers from the interview and from the secondary data collected. Secondary data was obtained 
from market analyses reports, business reports, theses related to the subject of study, official 
websites, newspapers and other digital and analogue sources of information. The languages used for 
the collection of data are English, Swedish, Spanish and Portuguese. The information was analyzed 
under the light of market knowledge and foreign market entry mode, from the perspective of the IP-
model. 
 
Conclusion: 

Swedish Companies should aim to acquire a relevant position within business networks related to 
the market to enjoy the possibility of learning and creating new market knowledge, an increment its 
commitment decisions, trust, and the discovery of opportunities through trust-building activities. 
Basically, there is not a perfect standardized mode of entry for all the types of firms entering Brazil 
but by acknowledging the capabilities and resources of the own firm and its business networks, a 
firm should choose its mode of entry by seeking the highest risk-adjusted return on investment. 
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111...   Introduction 
This chapter describes the background of the study, the problem discussion and the purpose of the 

study. It is also included the research question and the delimitations of the study. 

1.1 Background 
In the world of today, where countries have became more dependent of each other by increasing 

the knowledge and degree of interaction in several different areas, such as trade, technology, 

science, finance, governmental cooperation, politics and cultural aspects among others, it is 

necessary to recognize the force that boosted this phenomenon; globalization (Madhok, 1997). 

Commerce and trade have always been present between individuals and nations in different forms 

and degrees, and it is the knowledge of firms and individuals about foreign markets that has lead to 

this increasing globalization process (Daszkiewicz & Wach, 2012, p. 8). Most of the existing literature 

regarding the internationalization process of companies analyses MNEs and its particular 

characteristics, which differ greatly from enterprises of smaller size and fewer resources, SMEs 

(Daszkiewicz & Wach, 2012, p. 8). However, all types of firms face great challenges when entering 

new markets and as a consequence, more resources and time are needed. These challenges are 

greater in the earlier stages of internationalization due to the lack of market knowledge and an 

appropriate position within local business networks relationships. Nevertheless, these difficulties 

diminish in the later phases, once the company acquires these vital resources (Johansson & Vahlne, 

2009; Johansson & Vahlne, 1977 and Johanson & Wiedersheim-Paul, 1975). Some studies suggest 

that internationalization in distant-from-home countries is preferable when a company has sufficient 

knowledge about the market and discourages internationalization in close-to-home markets if the 

market knowledge is limited (O’Grady & Lane, 1996). 

Market knowledge involves different types of information, all of which are vital intangible assets for 

organizations, and there are many different ways to acquire it. Certain kinds of market knowledge 

are more difficult to obtain and replicate than others because they involve a higher degree of 

commitment. Governments, companies and individuals have restlessly tried to get, storage, hide, 

steal, control, optimize and monopolize knowledge because they are aware that knowledge gives its 

holder a certain advantage over the ones that do not posses it. In Market knowledge is a source for 

developing competitive strategic advantages on the market (Johansson & Vahlne, 2009). Operational 

effectiveness is needed but not sufficient because it can be easily imitated; an organization can do 

better than its competitors if the differentiation of its value offer is continuous and can be 

preserved. Furthermore, appropriate and extensive participation in business networks both at a 

domestic and international level provide the firm with vital market-specific knowledge which is only 

kept and shared among its members (Johansson & Vahlne, 2009). Recent empirical studies on 

software and automotive firms have demonstrated that the inter-organizational relationships in 

business networks influence the pattern and choice of foreign markets as well as the mode of entry 

of firms (Coviello & Munro, 1997). Also, hiring skilled and specific-market experienced human 

resources can contribute to the firm with another type of market knowledge which is very rare and 

difficult to replicate by its competitors (Johansson & Vahlne, 1977). 

1.2 Problem Discussion 
Emerging countries are those developing nations that have been showing record growth rates during 
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several consecutive years and most of them are carrying out social, political, financial, industrial, 

legal and economical structural reforms in order to improve the social conditions and welfare of its 

population as well as to control or decrease the factors of instability in the country (Pearsoned 

Education Ltd, 2013). Building on this description, the business magazine Forbes shows on an article, 

which is an excerpt from the Harvard Business School, that emerging countries are improving its 

market structures to increase competitiveness and advance its business climate to attracting 

portfolio investments and foreign direct investment flows (FDI), especially. Furthermore, many of 

these global markets are benefiting immensely from green-field and brown-field investments, as 

well as from technology and talented human resources that enter the country both from developed 

and other emerging countries (Forbes, 2013). Brazil is an emerging market due to its population of 

about 200 million inhabitants, a well defined and growing medium class and a strong internal market 

for production and consumption which stands as the main driver of its economical expansion 

(Brazilian Ministry of Finance, 2012). Moreover, Brazil hosts one of the biggest financial markets in 

the world and its access to vast natural resources such as minerals, oil and gas, wood, water, 

commodities, its current demographic bonus, relative political stability, stable macroeconomic 

fundaments, well diversified exports markets and its potential for future growth make of this nation 

one of the main FDI receptors worldwide (Brazilian Ministry of Finance, 2012). It is a natural 

destination for the international operations of firms (Swedish Chamber of Commerce in Brazil, 

2012). 

Furthermore, foreign direct investments (FDI), can act as a powerful catalyst for economic change in 

the transition from a more centrally-planned system to a market economy. Foreign companies bring 

technology, capital, operational know-how and access to foreign markets through foreign market 

knowledge, networks and operations. When international companies from developed countries start 

operations in developing countries, the environment is very dissimilar to that in their home country. 

Dissimilarities in the economic environment such as the quality of infrastructure, the level of 

technology development, and the political, legal and cultural conditions, pose incentives or obstacles 

to successful expansion in the market (Ghauri & Holstius, (1996). Brazil is considered a strategic 

business partner for Sweden as most of the Swedish Multinational Enterprises (MNEs), are already 

established in Brazil since a long time ago and many Small and Medium-size Enterprises (SMEs), are 

increasingly entering the country. Their main purpose is to produce for supplying the Brazilian 

market but Swedish companies should also keep in mind the dominant participation of Brazil in the 

South American Free Trade Agreement (Mercado Común del Sur, MERCOSUR) which opens-up for 

firms a common market of 276 million consumers in the southern hemisphere (Swedish Ministry of 

Foreign Affairs, 2012). 

Many Swedish companies in Brazil are very successful and profitable. If public awareness about the 

opportunities, the ways to overcome barriers to entry, or the acquisition of market knowledge of the 

Brazilian market were greater, more Swedish companies would probably be able to enter the 

Brazilian market with less complications than usual, a fact that would be beneficial both for the 

Brazilian and the Swedish economies. 

1.3 Purpose of the Research 
The purpose of this study is to research, from an IP-model perspective, about how Swedish 

companies can obtain market knowledge to enter the Brazilian market, and to choose its foreign 

mode of entry. 
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This paper aims to help Swedish companies increase their market knowledge about Brazil, and the 

ways to acquire it to establish operations in the country. Through the acquaintance of strategic 

market knowledge, the rate of Swedish commercial establishments in the country will increase. This 

will benefit the Sweden through larger commerce and trade as well as the Brazilian economy and its 

population through the benefits of foreign direct investment, FDI. 

1.4 Research Question 
How can a Swedish firm obtain relevant market knowledge to enter Brazil and to choose its foreign 

mode of entry, in terms of the IP-model? 

1.5  Delimitations 
This study generalizes the process of internationalization for both Multinational Enterprises (MNEs) 

and Small and Medium-size Enterprises (SMEs) from all types of industries because the interviewee 

has experiential knowledge about the process that firms of different size and sectors go through 

when entering Brazil. Moreover, the people with whom the author had informal conversations while 

performing the Minor Field Study in Brazil are employed at both Swedish MNEs and SMEs from 

different industries and hold sufficient specific-market knowledge about the country. 

However, the study assumes that its conclusions are applicable for both types of organizations 

without having performed in-depth research of industry-specific and different types of firms. 

Furthermore, the short amount of time for the interview, its electronic follow up and the lack of 

representativeness and size of the sample, as well as the narrow validity of the author’s casual 

conversations with executives from Swedish firms in the field, limit this study and encourage further 

research within these subjects. 
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222...   Definitions of Concepts 
This section shows the definitions of the main concepts that will be used in this study. These concepts 

are described due to its ambiguity that can lead to misunderstandings in regards of their use in this 

research. 

2.1 Market Knowledge 
Market knowledge can be general or specific and in some cases, it can also be stored and accessed. 

It is referred to the experience and knowledge acquired from a certain environment. General market 

knowledge can usually be transmitted within different areas of the organization and includes several 

operational types of experience such as knowledge on foreign market entry modes, alliances, 

acquisitions and so forth (Johanson & Vahlne, 1977). Marketing methods and concepts are 

considered domestic general market information and can be taught and transferred from one 

market to another (Johanson & Vahlne, 1977). Specific-market knowledge can only be acquired 

through personal experience (Penrose, 1966) or through business relationships within relevant 

business networks (Johansson & Vahlne, 2009). This type of knowledge allows its holder to 

distinguish and engage in specific business opportunities on the foreign market. It is in-depth market 

knowledge of the uniqueness of the environment. Some examples of specific-market knowledge are 

the language, institutional structures, the market’s business climate, its culture, and the individual 

characteristics of the business actors within the business networks inside the market (Johanson & 

Vahlne, 2009). 

2.2 Commitment 
Johansson and Vahlne (2009) define commitment as “the product of the size of investment times its 

degree of inflexibility”. In other words, commitment is composed of two factors, the amount of 

resources committed and the extent of such commitment (Johansson & Vahlne, 1977). 

2.3 Business Networks 
Business networks are the aggregate of relationships between members of the firm’s internal and 

external environments, which in its turn belong to other business networks, where knowledge 

creation and knowledge sharing are dynamic processes. These networks are commonly developed 

by management members of the firms, who gradually increase their bilateral interaction and 

commitment through social exchanges; the outcome is market-specific knowledge, an increase in 

trust and hence increased commitment (Håkansson, 1982; Cunningham & Homse, 1986; Kelly & 

Thibaut, 1978). Business networks represent highly relevant market knowledge sources for the 

internationalization of a firm (Hägg & Johanson, 1982) and companies nowadays are primarily 

engaged in exchange activities to acquire market knowledge rather than obtaining it from 

experience in production abroad (Johansson & Vahlne, 2009). 

2.4 Opportunities  
Opportunities are both the result of a discovery or/and creation that origins in the market-specific 

knowledge, and which is shared among all members of the business network. The development of 

opportunities is a sequential and gradual learning process and exploitation of an opportunity which 

is strengthened with the gradually increasing level of trust between the parts (Johansson & Vahlne, 

2009). 
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2.5 Trust 
Trust is embedded in all kinds of relationships and social exchanges and the degree of it between the 

provider and the receiver will condition the pace and strength of the relationship, as well as its form, 

amount, and the way it will be exercised (Johansson & Vahlne, 2009). Trust can be divided into two 

types; benevolence-based and competence-based trust. The former type of trust refers to the 

positive perception of the individuals that both parties will drive their actions by good will, while the 

later form of trust refers to the level of credibility the provider deposits in the receiver (Levin et al., 

2003). The management team’s prior relationships and market knowledge may also provide 

extremely important knowledge for the firm and in some cases, international operations can be 

started with trust as its main driver instead of knowledge (Arenius, 2005). 

2.6 Culture 
Culture is a dynamic key feature of an environment as it includes beliefs, laws, rules, norms, 

knowledge, arts, morals, customs, language, capabilities and habits and it models attitudes, 

perceptions, reactions, and defines a certain type of behavior of its members in regards of different 

situations (Kawar, 2012). 
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333...   Theoretical Framework 
In this chapter are presented the theories that are relevant for this study. The theories that were 

selected as the base for this study are the market knowledge from the Internationalization process 

model theory developed by Johansson and Vahlne in 1977 and further revisited in 2009, its 

Establishment Chain model and the Foreign Market Entry Mode theory. This knowledge is relevant 

for the study because it allows a deeper understanding of the importance of acquiring foreign market 

knowledge when planning foreign operations in Brazil, and helps suggest the most suitable mode of 

entry to use when entering the market. 

3.1 The Internationalization Process Model 
This concept started in the Scandinavian countries in the early 1970’s as researchers operating in 

small and open economies were interested in the international dynamics of firms due to the need of 

their countries to export to larger markets (Bloodgood et al., 1996). This model is the result of an 

empirical study which followed four Swedish multinational corporations (MNEs), in its journey to 

internationalization (Johansson & Vahlne, 1977). In the internationalization process of companies is 

shown how firms follow a specific pattern of incremental decisions in their way to 

internationalization; normally starting from low risk investments and low commitment, and then 

later gradually increasing their involvement in the market (Johansson & Vahlne, 1977). The study 

focuses in the gradual acquisition, integration and use of knowledge about foreign markets and 

operations and on its successively increasing commitment to foreign markets (Johansson & Vahlne, 

1977). The basic assumptions of this model are the lack of knowledge as an important obstacle for 

the development of international operations, and its acquaintance through operations abroad. It 

also assumes that the complexity of the operations abroad is gradually decreased as the firm gains 

knowledge about the chosen market. Internationalization in the IP-model is explained as the process 

of incremental adjustments, based in knowledge to changing conditions of the firm and its 

environment (Johanson & Vahlne, 1977). 

However, recent changes in the business climate and the behavior of firms have driven the authors 

of the IP-model to revisit its work and adequate it to the inter-connected world where we live in 

(Johanson & Vahlne, 2009). Also, recent numerous studies indicating the influence of networks in 

internationalization contributed to the development of this revisited theory (Coviello & Munro, 

1997). According to the revisited IP-model, the environment of internationalization is explained as a 

group of business network relationships in which companies are linked to each other in numerous 

and diverse ways. These relationships offer the company the possibility to build trust and 

commitment, discover new business opportunities, and place the firm in a key position within the 

business network, from where the organization can obtain vital market knowledge. It states that 

companies get stronger and acquire vital market knowledge for their internationalization through 

other firms in the network that already enter the chosen foreign market (Johansson & Vahlne, 2009). 

The dependency factor that these groups of firms or networks create with each other and the 

importance of achieving the establishment of the own firm in a relevant position within the network, 

is defined as insidership. Not accomplishing a relevant position within a network and hence lacking 

the ability to acquire market knowledge from it, is defined as the liability of outsidership (Johansson 

& Vahlne, 2009). The lack of institutional market knowledge such as language, culture, laws, norms 

and overall business climate information, as well as the lack of business market knowledge and the 
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Figure 1 – Johanson and Vahlne, Business network internationalization process model, 2009.  

 

processes and mechanisms of companies within the industry, represent and are enhancers of the 

liability of outsidership (Eriksson et al., 1997). Coordination is necessary between the members of 

these groups because it allows all the firms that comprise it to benefit from the activities and market 

knowledge that comes as the outcome of cooperation (Tayeb, 2000). In its process of 

internationalization, the firm will seek to get a relevant position within the network structure of the 

foreign market to benefit from the acquaintance of knowledge embedded in the exchanges of these 

relations (Johansson & Vahlne, 2009). 

3.2 The Establishment Chain 
To explain the incremental stages of the internationalization process, the revisited IP-model includes 

a dynamic model called the Establishment Chain. This graphical conceptualization and its elements 

help understand the dynamic course that takes place in the internationalization process of the firm. 

This model is based in two key concepts: uncertainty and Bounded rationality. The former is closely 

related to the lack of market knowledge and subsequent uncertainty, while bounded rationality 

explains the decision-making process as a fully coherent process where the existent market 

knowledge of the decision-maker and the market knowledge obtained from the network 

relationships play a key role in selecting the best possible mode of entry (Gigerenzer & Selten, 2002). 

Other key concepts of this dynamic model are the state aspects; Knowledge Opportunities (market 

knowledge) and Network Position (market commitment); while the change aspects are; Relationship 

Commitment Decisions (commitment decisions) and Learning, Creating and Trust-Building (Current 

activities) (Johansson & Vahlne, 1977 and Johansson & Vahlne, 2009). This model and its concepts 

will be further explained. 
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3.2.1 Knowledge Opportunities 

The first stage of the state aspect shows the initial level of foreign market knowledge that the firm 

holds to discover and create opportunities in the chosen foreign market. Researchers have found 

that there is a direct correlation between the increment of market knowledge and the augment in 

market commitment (Johansson & Vahlne, 1977). Market knowledge helps companies in decreasing 

uncertainty and achieving a much more rapid and stable performance and development, both at 

home and abroad (Johansson & Vahlne, 2009). This vital resource leads managers and enterprises to 

discover international opportunities, improve their operations and practices, recognize treats in 

their domestic or international markets, and to better evaluate proposals of establishing in a certain 

country. A firm that is entering or increasing commitment in a new foreign market must acquire a 

relevant position within a network and significant knowledge about the market to accomplish its 

goal. Therefore, as market knowledge is considered a vital resource for organizations, the more 

market-specific knowledge a company holds, the stronger the resource and hence the discovery of 

opportunities in the specific foreign market and business networks (Johanson & Vahlne, 2009). 

Market knowledge is the key factor that helps all kinds of firms to overcome competition and 

prevent economic downturns as well as it helps managers to carry out better business-strategy 

creation and to discover new market opportunities (Aharoni, 1966). 

3.2.2 Network Position 

On the second stage of the state aspect, the enterprise seeks to achieve a relevant position within a 

business network to benefit from the development of market knowledge, trust and further 

commitment. If the learning process and creation of market knowledge, as well as the level of trust 

and commitment that emerges from the firm’s business relationships are sufficiently promising  for 

all the actors involved in the bilateral business exchange, the company will build-up stronger and 

more reliable relationships and hence acquires a relevant position within the network in the foreign 

country. These actions will aid to the firm’s internationalization efforts (Johansson & Vahlne, 2009). 

3.2.3 Relationship Commitment Decisions 

The first stage of the change aspect shows an increment or decrement of the commitment of the 

firm in the business network relationships. This concept can be seen as the degree of dependency 

and commitment that the firm develops with the network. This means that factors such as mode of 

entry, organizational structure and size of investments become more important and influence the 

firm’s operations and position within its network relationships. This concept refers to the decisions 

of committing or retrieving resources to a relationship within a business network and is determined 

by the level of market knowledge that a firm holds at that exact moment (Johansson & Vahlne, 

2009). 

3.2.4 Learning, Creating and Trust-Building 

The second stage of the change aspect involves the subsequent learning of market-specific 

knowledge, the creation of new market knowledge derived from the business network and the trust-

building activities that occur in business relationships. This phase refers to the constructive process 
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of creating market knowledge, building-up trust in business relationships, and the pace and 

effectiveness of the process of learning. It is derived from the current level of market knowledge of 

the firm as well as the acceptance and recognition of the generated opportunity by the firm’s 

business relationships (Johansson & Vahlne, 2009). 

Developing mutually beneficial opportunities is a major feature of the interaction and exchange 

between two or more actors, and creative-thinking processes are more realizable when supported 

by market knowledge, trust and commitment (Johansson & Vahlne, 2009). If an organization 

manages to create relevant market knowledge within its business networks, the need for specific-

market experienced human resources within the foreign market will gradually decrease (Johanson & 

Vahlne, 1977).  

3.3 Foreign Market Entry Mode 
This model states that companies frequently choose exports as their initial internationalization mode 

of entry and subsequently increase the complexity of the mode as they gain more knowledge and 

experience about the chosen market (Hörnell, Vahlne, & Wiedersheim, 1973). It also states that Risk 

and Uncertainty are two significant factors that need to be taken into account when developing a 

company’s internationalization strategy. They will dictate the amount of network variables such as 

actors, activities and resources that the company will have to commit to match operations at all 

levels and phases, within the environment of the host market (Ghauri & Holstius, 1996). 

The more knowledge about the market and its environment a company holds the more complex 

mode of entry it can choose because market knowledge decreases uncertainty and less uncertainty 

allows the firm to enter the country with a higher level of commitment. A firm is expected to choose 

the entry mode that offers the highest risk-adjusted return on investment. The choice of entry into 

new foreign markets will depend on the size of the firm, its ability to differentiate its offerings as 

well as the degree of internationalization already acquired (Agarwal & Ramaswami, 1992). 

Organizations should favor entry modes that involve low resource commitments when entering into 

countries with a high country risk (Kim & Hwang, 1992).  

Furthermore, according to the Internationalization process model theory, the firm is embedded in a 

network of relationships that are connected to other business networks and together create shared 

vital information about the foreign market. It suggests that companies should choose its mode of 

entry by focusing its attention in the current state of the company, the position it holds within its 

business networks and the subsequent acquaintance of market knowledge inside it. General market 

knowledge will help the firm assess the capabilities and resources that the company currently owns 

(Johansson & Vahlne, 2009). While its level of market-specific knowledge and the degree of mutual 

trust and commitment that the firm has developed with its business network relationships, will 

shapes its strategy of internationalization (Johanson & Vahlne, 2009). 

Below follows a detailed description of the list of modes of entry that companies will use to choose 

the most appropriate mode of entry when entering new markets (Daszkiewicz & Wach, p. 54-59). 
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Table 1 – Sequential, descriptive list of the Foreign Modes of Entry, Own design, 2013.  

Mode of Entry Description 

Imports / Exports 

It refers to the activity of selling –or buying- in international markets good or 
services. It is normally driven by the need of the firm to expand its market and 
place its surplus production (Push motives) or to benefit from the profit-
making activities at other markets (Pull motives). It holds a low degree of 
control and is associated with low-level risk. 

Agent 

It refers to international sales through the firm’s own delegated employee or 
through a local employee. A domestic or a local partner in the market is a 
common option. It is normally driven by the need of the firm to expand its 
market and place its surplus production (Push motives) or to benefit from the 
profit-making activities at other markets (Pull motives). It holds a medium 
degree of control and is associated with medium-level risk. 

Licensing / Franchise 

It refers to the activity of producing or offering goods or services through 
established contracts with local suppliers or investors. It is normally driven by 
the need of the firm to expand its market by selling the rights to use their 
brand in the foreign market (Push motives). It holds a medium degree of 
control and is associated with medium-level risk. 

Joint-Venture 

It refers to the activity of investing in the formation of an in-field production 
facility in conjunction with other (s) business partners in the foreign market. It 
is normally driven by the need of the firm to expand its market and 
production, control and responsiveness in the market by sharing risk and 
benefits with other actors. It holds a high degree of control and is associated 
with high-level risk. 

Merger & Acquisitions 

It refers to the activity of buying other company or merging the firm with a 
local company to achieve in-field production and presence in the market. It is 
normally driven by the need of the firm to achieve a higher degree of control 
and responsiveness in the market. It holds a high degree of control and is 
associated with high-level risk. 

Subsidiary 

It refers to the activity of investing on in-field wholly-own production facilities 
to achieve greater control and flexibility in the foreign market. It is normally 
driven by the need of a higher degree of control and responsiveness in the 
market. Commitment is very high, allows a high degree of control and is 
associated with high-level risk. 
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444...   Methodology 
This chapter shows the research methodology employed for this study. It explains the choice of 

research approach, the research process, and the criteria about the selection sampling method, 

foreign country and interviewee. Methods used for the collection of data are stated as well. An 

Operationalisation model is also included to clarify the relation between the empirical findings and 

the theoretical framework. 

4.1 Type of Research 
In the formation of this study, a qualitative research approach was used. This approach was chosen 

because the study analyzes a social phenomenon from the perspective of the author, a fact that 

makes the process rather difficult to capture the findings in a quantitatively manner (Ospina, 2004). 

This study was performed as a case study focused on the internationalization process of companies 

in Brazil and based in the acquaintance of market knowledge.  

The research was performed in Brazil through an 11-week Minor Field Study (MFS), in which a 

developing country had to be chosen to collect data and to get familiarized with the market 

environment. Even though there can be a lack of representativeness when performing case studies, 

they allow the researcher to make certain generalizations (Fisher, 2007, p. 60). This study generalizes 

its results to be applied to all types of Swedish companies because the respondent of the interview 

and the people who contributed with their opinions and experiences hold sufficient experiential 

knowledge about the process that different types of Swedish companies go through when 

internationalizing their operations in the Brazilian market. 

4.2 Research Process 
This process defines the related concepts to this study and presents the theories with which the 

empirical data was analyzed. The concepts that were explained in this study are “market 

knowledge”, “business networks”, “commitment”, “trust”, “culture” and “opportunities”. These 

concepts needed to be described due to its ambiguity that can lead to misunderstandings in regards 

of their use in this research. Moreover, the establishment chain from the IP-model was described to 

show the modes of entry that firms can choose when entering the Brazilian market.  

Primary data was collected through a semi-structured interview where the questionnaire was based 

on the theoretical framework of this work. Also, the author of this work performed on-site 

observations in Brazil through informal conversations with different people involved in the business 

environment of the country. Secondary data was collected from trustable online and written 

sources. The results of this study are the outcome of the analysis of the theoretical framework and 

the empirical data collected. A conclusion was drawn to clarify the results of this study. 

Also, a conceptual framework was designed to clarify the relationship between the main concepts of 

this study (Fisher, 2004, p. 120). 

4.3 Selection Criteria 
In this chapter, the author of this work aims to describe the chosen criteria for the selection of the 

samples, the selection of country of destination, the selection of the Swedish Chamber of Commerce 

in Brazil and the selection of the interviewee. 
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4.3.1 Convenience Sampling 

This type of sampling method is the most used among researchers because of its cost-effectiveness, 

simplicity and availability. Convenience sampling is formed of a set of objects that are easily 

available or willing to participate in the study. This type of sampling method allows the researcher to 

dispose of researchable objects in environments or circumstances where the formation and 

accessibility of a part of a population is complex and time-consuming. However, criticisms about this 

method regards sampling bias because the object of study is most probably a holder of the answers 

the researcher is looking for and because according to its detractors, it is not fully representative of 

the entire population. When the convenience sampling method is used, the researcher must 

describe how this type of sample would differ from an ideal sample that was randomly selected 

(explorable.com). The sampling method of this study is convenience sampling and it was conformed 

of a chosen subject for a semi-structured interview and five casual interviews with four individuals 

working at Swedish companies in Brazil and a Brazilian business angel. The difference from this 

convenient sample and a randomly chosen sample resides in that due to the limited time, 

knowledge and networks in and about Brazil of the author, the researcher of this study could not 

choose another probability sample which enjoys of a higher level of representation of the 

population. The establishment of a relationship within a local business network in Brazil allowed the 

author to meet other actors of the network and made it easier for him to gather vital market 

knowledge for this study (Explorable, 2013). 

4.3.2 Selection of Country of Destination 

Latin America is a region of the Americas conformed by many different countries and most of them 

hold shared values and cultural aspects such as language, traditions and a relatively homogeneous 

business-climate. However, not all the countries of the region are similar to each other in the same 

degree. This is the case of Brazil, a country with a language, social codes, and ways of doing business 

and building-up relationships different than the rest of the region (On-site observations, 2013). 

These differences can create barriers for the operations of Swedish firms in the country and for this 

reason it is worth to study the country more in-depth. Brazil is part of the Mercado Común del Sur 

(MERCOSUR), a South American integrationist association that focuses in the socio-economical, 

cultural and political integration in the southern cone of the continent and includes Argentina, 

Uruguay, Paraguay, Venezuela and Bolivia (and Chile, Colombia, Peru, Ecuador, Guyana and Surinam 

as associated states). Also, Brazil is since several years ago considered an emerging market of great 

scale, a fact that places the country as a great opportunity for international business and trade, and 

calls for an increase of its involvement and relevance in international affairs (Mercosur, 2013). 

In an effort to get sufficient experiential knowledge and market-specific knowledge about Brazil, the 

author decided to take Portuguese lessons for one year prior to the trip to the country and spent 

about three years informally researching about the development and current situation of the 

Brazilian market.  

4.3.3 The selection of the Swedish Chamber of Commerce in Brazil 

The Swedish Chamber of Commerce in Brazil is a member organization founded in 1953 to serve 

both Swedish and Brazilian firms and individuals as a meeting point. The Chamber is located in the 
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exclusive business district of Jardins in São Paulo, where services such as business networking, 

lobbing, knowledge-sharing and efficient infrastructure are offer to its members through its 

extensive network of business relationships and a vast knowledge of socio-economic and political 

conditions in Brazil (Swedcham, 2012). 

4.3.4 Profile of the President of the Swedcham in Brazil 

Jonas Lindström is a 44-year old Swedish-born citizen whose being living in Brazil for the last 11 

years as he is married to his Brazilian-born wife and they together have two children. He is based in 

São Paulo, Brazil on a permanent basis and has been the president of the Chamber of Commerce in 

Brazil since December, 2008. Mr. Lindström holds a History and Geography Bachelor’s degree and 

performed relevant Law studies in Karlstad University, Sweden. He lived in Japan for one semester 

and moved to Brazil to work as an English language teacher and later on as a legal consultant for 

Swedish firms that had plans to establish or were already established in Brazil. Mr. Lindström holds 

no formal business studies, however through the networks and experiential knowledge he acquired, 

he was invited to work as the President of the Swedish Chamber of Commerce in Brazil; a position 

that he currently holds. Due to the international and local business networks he joined, Mr. 

Lindström developed an enormous insight of the Brazilian market, which was crucial for him to 

obtain the highest position in an organization that focuses in providing Swedish companies and 

associates with strategic networking, market-knowledge sharing and relevant information of the 

business climate in the country. After getting an in-deep insight of what the Swedcham does, the 

author decided to interview Mr. Jonas Lindström because of the vital market knowledge and 

experience that he has acquired during his time of residence in the country and through its position 

as the head of the Swedish Chamber of Commerce in Brazil. 

4.4 Methods of Data Collection 
In the following paragraphs are described the different methods used to collect primary and 

secondary data that were used for the preparation and writing process of this thesis. A semi-

structured interview and personal on-site observations through informal conversations with people 

from different Swedish companies in the country, as well as and personal experiences in the country 

were used to collect primary data. Moreover, an extensive collection of secondary data was 

gathered to acquire sufficient market knowledge of the country for the realization of this work. 

4.4.1 Primary Data 

Semi-structured interviews refer to interviews where the interviewer openly asks the respondents 

about prior life experiences that are related to the subject of study. The interviewer might use a list 

of questions and send it to the respondent in advance in order for him to get an overview of the 

subject. However, while in the interview, the interviewer re-phrases and gives examples among 

other actions to improve the respondent’s understanding of the questions and the later can answer 

the questions in any preferable way (Fisher, 2007, p. 159). The main source of primary data for this 

paper is a semi-structured interview conducted on the 16th of September, 2013 by the author of this 

work to Mr. Jonas Lindström, the executive director of the Swedish Chamber of Commerce in São 

Paulo, Brazil. Mr. Lindström holds extensive general knowledge about Brazil and a great and robust 

variety of business networks in different industries, foreign organizations, and governmental 
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institutions. Due to the fact that cultural aspects are long-term attributes that cannot be change in 

the short-term (Schwartz & Davis, 1981), the author considered that Mr. Lindström would hold 

actual market knowledge and relevant business networks in the country. The interview with Mr. 

Jonas Lindström was performed through a video-call on Skype because while being in the country, 

the author did not find a suitable occasion to interview Mr. Lindström, and the author’s 

acquaintance of market-specific knowledge through the MFS project was not completed yet. The 

video call was recorded for analyzing purposes and verbal permission was obtained from the 

respondent at the beginning of the interview. The interview was conducted in English because it is 

the language of the author’s academic instruction as well as the language used for this study. English 

is a neutral language for both Mr. Lindström and the author as the later is a native Spanish-speaker 

and Mr. Lindström is a native Swedish-speaker. Moreover, Swedish was also used by the author for 

specific clarifications of the questions only. The interview lasted 28 minutes and 11 seconds and was 

structured in 14 different questions that resulted from a pre-analysis of the theoretical framework of 

this work and the author’s on-site observations in Brazil. The author of this work did a follow-up of 

the interview questions through email contact with the respondent. All doubts and questions, or 

further clarifications were shared through this channel. For the simplification of references, the term 

on-site observations will refer to both the informal conversations of the author in the country and 

his personal experiences in different regions of Brazil. 

Also, the market knowledge acquired by the author of this work throughout observations of an 11-

week Minor Field Study performed in Brazil was acquired through informal conversations with both 

Swedish and non-Swedish persons that are living and working in Brazil at Swedish companies such as 

ABB, TetraPak, Kinnarps, Mercury-Urval and a Brazilian business angel at Starbucks in Avenida 

Paulista. The author of this work met these individuals, while living in the country, at different 

events and seminars that took place both at the Swedcham offices in Brazil and at other events 

organized by the Chamber, such as a Human Resources (HR) seminar at the factory of TetraPak in 

Monte Mor, SP (where we had the participation of the CEO of TetraPak in Brazil), at the annual 

Swedish midsummer festivities at the Swedcham offices in São Paulo and at a cocktail with several 

members of the Swedish of Commerce in Brazil. Empirical observations took place at public 

dependencies such as the Registro Nacional de Estrangeiros (National Register for Foreigners) of the 

Brazilian Federal Police and on a daily basis while living in the country. Also, the author did on-site 

observations of the market and the socio-economical conditions in different cities of the country, 

such as São Paulo, Rio de Janeiro, Florianopolis, Minas Gerais and Salvador. These cities were chosen 

due to their socio-economical differences and geographical location in Brazil. This information was 

mainly used to assess the validity of the primary and secondary data collected. 

Please find the semi-structured interview questionnaire attached to the Appendix section. 

4.4.2 Secondary Data 

Secondary data was gathered and classified in two groups. The first group contains data for pre-

understanding purposes and literature, and the second group is directly related to the subject of 

analysis; the Brazilian market. The languages of the collected information are English, Swedish, 

Spanish and Portuguese. This is because as the author speaks those four languages fluently, he could 

search and find information from different geographical and cultural sources. The information was 
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gathered from market analyses, business reports and books, theses related to the subject of study, 

official websites, newspapers and other digital and analogue sources of information. 

4.5 Sources and Reference system 
In order to find reliable sources and references for the theoretical framework and the data used for 

this study, databases such as Google Scholar, Diva, Emerald, LibHub, JSTOR and Google books, the 

official websites of the Swedish Chamber of Commerce in Brazil and Business Sweden, the Brazilian 

government, international rating agencies and other relevant websites were employed. The 

keywords used to perform this search are; the internationalization process, stage model, Uppsala 

model, born-global, foreign market entry mode, market knowledge, business networks and market 

commitment. 

The reference system used in this report followed the APA (American Psychological Association) 

format. The full details of the information sources regarding authors, the year of publication, title, 

page number, volume, issue number, edition and publisher of books are provided in the Reference 

section. The references are listed by alphabetical order (Ghauri & Grønhaug, 2010, p. 241). 

4.6 Research Materials Assessment  
An assessment of the quality of the gathered data was implemented to support the trustworthiness 

and reliability of the research. It is also recommended to use validity and reliability assessment 

criteria to enhance the validity of qualitative studies (Krefting, 1990, p. 214). As a result of this 

analysis, the author of this work decided to use the trustworthiness model of qualitative research 

with four assessment criteria developed by Guba because it has been used before by qualitative 

researchers due to its is conceptual development” (Krefting, 1990, p. 215).  

4.6.1 Credibility 

According to Guba (1981) and other methodologists, researchers must include four fundamental 

aspects in their research criteria; credibility, transferability, dependability and confirmability. Truth 

value is the outcome of experience and perceptions of empirical observations performed by the 

respondent and they form the base of qualitative research (Krefting, 1990, p. 215). Moreover, the 

findings of researchers should be tested with groups or persons that hold relevant familiarity with 

the research (Lincoln & Guba, 1985). Considering the type of study, which was intended to look at 

the internationalization process of companies in a single and specific market, the author made a visit 

to the country through an 11-week Minor Field Study, (MFS) to perform the data collection. This 

MFS was done with the purpose of getting acquainted with the cultural, social, political, economical 

and technological conditions of the environment. Also, the author studied Portuguese during one 

year prior to the MFS to get familiarize with the culture and to ease its access to business networks. 

Due to these facts, the author considers this research to be qualitative and explorative.  

For this reason, the head of the Swedish Chamber of Commerce in Brazil, who is assumed to hold 

vital knowledge of the Brazilian market through its eleven years of permanent residence in the 

country, and five of those as the head of Swedcham, was chosen for the interview and the data 

obtained through this process was compared with the findings of the informal conversations with 

individuals who hold relevant market knowledge of the country and the findings of the secondary 

data and on-site observations. 
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4.6.2 Transferability 

It refers to the degree to which the findings from one specific study can be applied to another one 

and or to other studies (Krefting, 1990, p. 216). Furthermore, it can be said that the researcher is in 

charge of providing sufficient contextual information for comparison, in order for the reader to 

perform the transference (Lincoln & Guba, 1985). It is the intention and design of this study to have 

transferability as a natural feature (Guba, 1981). The Establishment Chain from the IP-model is a 

referential conceptual framework for companies due to its assertiveness in explaining the process of 

internationalization of firms during the last 40 years, and the foreign entry mode theory is a vital 

part of the study as well. For this reason, both concepts were chosen for this study to allow other 

researchers to use the same model and structure within other contexts. 

4.6.3 Dependability 

This term is referred to the capability of the findings to be consistent throughout its replication in 

the same conditions and context as well as within the same subject (Krefting, 1990, p. 216). The 

author of this study has verified the consistency of the information obtained through the interview 

by carefully comparing it with the findings of the informal conversations and on-site observations of 

the author. The author’s market knowledge of the country and the collected secondary data helped 

verified this information and hence made it possible to be used as a reference for the work. 

Consequently, the respondent’s answers will show a similar outcome regardless if the interview is 

performed with another person who holds relevant knowledge of the subject. 

4.6.4 Confirmability 

Qualitative research assumes that the results from a qualitative study will yield a distinctive and 

individual perspective to the work. It refers to the extent that other researchers can corroborate or 

negate the results from the study. This concept refers to the bias-independent degree of the 

procedures and results of the research (Krefting, 1990, p. 216). A credibility and dependability 

analysis of the main concepts that resulted from the interviews was performed to evaluate its 

appliance in this study. However, the concepts found in the results were solely determined by the 

respondent. It is relevant to mention that the author of this work holds substantial experiential 

knowledge from researching, living, working and studying in different countries, such as Brazil, 

Mexico, Poland, Sweden and The Netherlands, and he used this knowledge to keep enough distance 

from the local environment in order to reduce the risk of bias. 

4.7 Methods to Analyze Data 
This study makes use of the phenomenology or heuristic research method because as an 

idiosyncratic and agnostic approach, it negates the standardization of interpretations of any 

particular subject and instead highlights plurality, relativism and complexity in an attempt to 

understand the processes by which we gain knowledge. It mainly focuses on the own experiences 

and interpretations of the investigator about particular events (Fisher, 2007, p. 21). 

In the writing process of this thesis an Operationalisation model was used to better describe the 

connection between the questions of the interview and the theoretical framework. 
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Table 2 – Operationalisation Model of the Interview Questions related to the Theoretical Framework, Own design, 2013.  

Operationalisation of the Interview Questions relation to the theoretical framework 

Question 
number 

Theory Questions 

1 

Knowledge 
Opportunities 

How would you define the Brazilian market? 

2 
What are the most common socioeconomic and cultural problems Swedish 

companies encounter when entering Brazil? 

3 
Which market environmental factors are the most important to take into 

account in the Brazilian market and why? 

4 
As a non-Brazilian born citizen, do you consider there are great cultural 
differences between Sweden and Brazil that firms need to be aware of 

before entering the country, or it is not a factor to consider? 

5 

Relationship 
Commitment 

Decisions 

Is general knowledge from another markets, or a particular competitive 
advantage from abroad relevant when entering the Brazilian market? 

6 
If the Swedish firm’s management team holds market knowledge of Brazil, is 

it sufficient to enter and develop operations in the country? 

7 
Does the company need to experience some degree of operational activity in 

the market before entering Brazil with a higher commitment mode? 

8 

Learning 
Creating 

Trust-Building 

In your opinion, what are the future business opportunities for Swedish firms 
in Brazil? 

9 
In your opinion, what are the future market environmental conditions in 

Brazil for the next 5 years? 

10 
How does the Swedcham help companies solve the problems they face, 

related with initial internationalization or expansion in Brazil? 

11 

Network Position 

Is it necessary for a firm to acquire a position within a business network once 
in the Brazilian market? 

12 
Does the firm need to hold a relevant position in a business network in Brazil 

before entering the market? 

13 

Foreign Entry Mode 

Which is the most common entry mode that Swedish companies choose 
when they enter Brazil for the first time? 

14 
Are Swedish firms following a gradual establishment path when 

internationalizing in Brazil? 
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WORLD 

555...   Conceptual Framework 
This chapter describes the conceptual framework that relates the concepts and theories being 

employed for this study. This is done in order to provide a clear picture of the process of the analysis 

of the empirical data and the theoretical framework. 

 

 

 

 

 

 

 

 

 

 

 

 

 

A conceptual framework graphitizes the patterns and interconnections of concepts (Fisher, 2007, 

p.126). This research study makes use of the main concepts connected to the Establishment Chain 

from the IP-model as well as the Foreign Market Entry Mode. These notions were employed to 

analyze and further explain the process a firm goes through, to acquire market knowledge and 

choose the most suitable mode of entry when internationalizing its operations in Brazil. 
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Figure 2 – Conceptual Framework, Own Design, 2013 
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666...   Empirical Findings 
This chapter presents a description of the Minor Field Study program, the primary data obtained 

from the semi-structured interview, the informal conversations with relevant actors within the 

market and the on-site observations and secondary data in form of market knowledge. The 

economical, political, social, legal & fiscal and technological environment in a country, directly 

influence the behavior of individuals and organizations in the market (Hofstede, 2001). 

6.1 Minor Field Study 
This program is created and financed by the Swedish International Development Cooperation 

Agency (SIDA), and it focuses in allowing Swedish university students to travel for a minimum period 

of eight weeks to a developing country to acquire market knowledge of the country, create different 

types of networks and collect data for their theses. The purpose of this Minor Field Study is to 

increase the involvement of Sweden in the contemporary issues related to international 

development and cooperation and to allow Swedish students to cooperate to the improvement of 

the socio-economical, political and general conditions of the country of destination through research 

studies (Utbyten, 2013). 

6.2 Informal Conversations and On-site observations in Brazil 
Due to the informality of these conversations and the fact that I did not prepared any questionnaire 

or asked the respondents if they could be part of the study, I will not include their names in this 

study. While the author of this work was performing a Minor Field Study (MFS) in Brazil, he had the 

opportunity of joining a business network through the local Swedish Chamber of Commerce, and in 

the process of strengthening the relationship and acquiring market information of the country, he 

was invited to different events and seminars organized by the Swedcham where he held informal 

conversations with relevant actors of the business network. The first event where the author was 

invited was a seminar about the new HR-strategy of TetraPak in Monte Mor, Brazil. In this event, 

several high-level executives and the company’s CEO for TetraPak Brazil participated and the author 

acquired broad market knowledge of the country that he confirmed with secondary data findings.  

While the guests were being transported from the city of São Paulo to Monte Mor, which is located 

about two hours away from São Paulo, the author had the opportunity to hold a long informal 

conversation with the main seller and International Business Consultant for Latin America of a 

Swedish company called Mercury Urval. The subjects they discussed were related to the labor and 

social environment of Brazil such as the informal market and the rate of unemployment in the 

country. On the way back to the city of São Paulo, the author sat with one of the HR-managers of 

ABB and had a conversation about the labor laws and benefits for employees in Brazil. Moreover, 

when the author was invited to the midsummer celebrations at the premises of the Swedcham and 

later on at a cocktail in a restaurant in São Paulo, he had the opportunity to converse with one of the 

Regional Sales Manager of ABB about the economic growth of Brazil and the success of its public 

policies in decreasing social gaps in the country. At the same event, the author also had a 

conversation with the General Director of Kinnarps, a Swedish office furniture manufacturer 

established in Brazil, about the national requirements for production and its effect in the purchasing 

power of the population. 
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While the author was residing in the country, he use to concur a Starbucks located in Alameda 

Santos, a business central district in the city, where he met a private Brazilian Business Angel with 

whom he discussed about the fiscal legislation of IT-products and electronics in the country and the 

potential for technology development in São Paulo. During the 11-week Minor Field Study in Brazil, 

the author, who is a Mexican-born citizen and holds experiential knowledge of several Latin 

American countries, travelled around different Brazilian cities and made comparison in regards of 

the cultural differences between Brazil and the Latin American region. Furthermore, due to the 

experiential knowledge in regards of culture and social codes that the author has about different 

countries around the world, he could identify such differences between the Latin American region 

and also those differences inside the different regions of the country.  

While performing the study in the field, the author confirmed that it was very useful to learn 

Portuguese before travelling to the country because the foreign language skills of the population are 

very limited. In regards of the cost of living in the country, the author could experience the high 

prices of products and services, and the comments from the Brazilian people about the effects of 

these increments in their purchasing power. In accordance to the comments from the majority of 

Brazilians the author met, and through the protests that took place while the author was performing 

the MFS in the country, he could acquired a vast amount of information regarding the origin of the 

protests and the demands from the population, such as the rejection of constant increments of 

taxes, the improvement of the education and social care systems, the multi-billion spending plans 

for the World Cup 2014 and Olympic Games 2016, as well as the generalized inconformity with the 

abundant corruption and the political inefficiency. 

When the author tried to open a bank account in Brazil, he found out that the processes are very 

bureaucratic because he had to get a registration from the RNE of the Federal Police as well as an 

unnecessary amount of documents and payments. This process could take several months to get the 

authorization from the government. Furthermore, the author of this study could associate this 

intrusiveness of the government in the market by observing the amount of private businesses where 

governmental requirements are needed to be able to use the services. Some examples of this 

intrusiveness are the unnecessary amount of personal data (social security number) to access the 

wireless internet connections at Starbucks, the long lines to enter the night clubs due to the legal 

requirements that must be collected from each customer, the need of a national security number to 

make online reservations in Brazilian travel agencies or even the voluntary registration at 

supermarkets to record purchases for fiscal purposes. All these informal conversations and personal 

experience in the country contributed to the validation and veracity of this study. 

6.3 Country Overview 
Brazil has a population of around 200 million inhabitants and extends over a territory of almost nine 

square million kilometers of land in the eastern-side of the South-American region; the country 

borders with most of the countries in the region. Brazil is the fifth-largest country in the world in 

terms of population and land-mass and holds a Gross Domestic Product, (GDP) of about USD$2.3 

trillion dollars and a 5-year continuous annual average growth of 4.2% (Heritage Foundation, 2013).  

6.3.1 Economical outlook 

Brazil is a member of the well known BRIC-emerging group of countries which includes Brazil, Russia, 
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India and China (Goldman Sachs, 2001). Emerging countries are described as those countries with a 

Gross Domestic Product, GDP per capita of less than USD$12,195, which is the minimum amount of 

the upper middle income economies. Brazil’s current GDP per capita is USD$11,340, which makes 

the country eligible as an emerging market (World Bank, 2013). Outstanding growth rates of the GDP 

of Brazil in the last years have lead it to outpaced other more developed economies and through 

efficient public policy creation, the country has managed to take millions of Brazilians out of poverty, 

creating new middle classes and immense new markets for consumer products and services (On-site 

observations, 2013).  

The Brazilian market is of great importance for any company due to its enormous internal market 

with 55% of its population being recently classified as medium-class and their willingness to accept 

new trends and purchase new products (Brazilian Ministry of Finance, 2012). Swedish enterprises 

are entering Brazil because its business environment is somehow similar to the western business 

practices, its public and private sectors are more stable than before and it has a stronger legal 

framework, in comparison to the environment at other BRIC countries such as Russia, India or China 

(Business Insurance, 2013). 

Brazil enjoys a very strong and mature internal market and permanently seeks to support and 

promote the growth of its domestic firms. Due to this reason, it is not the easiest task for a Swedish 

company to enter the Brazilian market due to its government’s tendency of protecting and 

influencing the market. Apparently, this is done to increase the amount of green-field investments in 

the country, strength its internal market, promote employment, limit foreign competition and 

control the performance of its account balance (Global Finance, 2012). As a consequence, it drives 

foreign companies to establish production in Brazil, discouraging imports through high custom taxes, 

fixed amount of imports and limited periods of time for importations. These actions end up 

complicating business opportunities and increase the processes and costs for internationalization in 

the country (Business Insurance, 2013).  

Furthermore, overall-production costs in Brazil are higher than the production costs in similar low-

production cost regions such as China, Eastern Europe, Latin-America and the majority of Asia. This 

situation acts in detriment of the country’s competitiveness in comparison with other emerging 

markets (Teknikföretagen, 2009). All these factors coincide with the last World Index of Economic 

Freedom 2013, where Brazil scored a grade of 57.7 points, and was placed in the position 100 out of 

164 countries included in the index. Brazil is also placed as number 19 within the regional ranking 

and its overall score is below the world average (Doing business, 2013). Moreover, Brazil is ranked in 

the place 130 out of 185 countries in regards of its business environment and the ease of doing 

business in the country (Doing Business, 2013). Some of the main factors for these results are the 

endemic bureaucracy, the lack of transparency and the persistent corruption in the Brazilian public 

institutions (On-site observations, 2013). Although there has been some progress, the lack of 

monetary freedoms conditions the country’s long-term economic development, and makes it 

difficult for foreign and domestic enterprises to perform smooth and successful business activities in 

the country (World Bank, 2013).  

Public debt accounts for 63% of its Gross Domestic Product (Index-Mundi, 2013). Also, constant 

increments of the inflation rate pressure the macroeconomic stability and act against the purchasing 

power of the population (On-site observations, 2013). Also, foreign investments have decreased 40 
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percent in the first half of 2012 (Heritage Foundation, 2013) and the Brazilian government has 

implemented several macroeconomic actions such as incrementing the reference interest rate of the 

country to control the level of inflation; an action that placed the country’s interest rate as the 

second highest worldwide (Valor Económico, 2013). Nevertheless, Brazil has progressively improved 

its macroeconomic indicators, reduced its debt profile and built-up solid foreign reserves to back up 

and give trust to foreign investments. The world financial crisis hit Brazil in 2008 but the country was 

one of the first emerging markets to recover. Nowadays, the rate of unemployment is very low and 

the country has succeeded in decreasing social gaps and income inequality during the last two 

decades (On-site observations, 2013; Banco Central Do Brasil, 2013). Moreover, according to the 

country risk ranking created by the Organization for Economic Co-operation and Development 

(OECD) in 2013, Brazil's •stands as a low-risk market in the world as it holds a country risk level of 3 

out of 7 (OECD, 2013). 

6.3.2 Political Outlook 

A legacy of central planning, probably inherited from decades of military dictatorships, is a booster 

for the State’s intrusiveness in the economic activity, which one can observe through the extensive 

presence of the government in many different sectors and processes on a daily basis (On-site 

observations, 2013). For example, Brazilian companies are a very strong political force in South 

America and the Brazilian government operates an international strategy behind them through its 

robust financial arm, The Brazilian Development Bank, (BNDES). The country also utilizes its 

investment projects as a diplomatic instrument to finance individual countries that receive foreign 

direct investment (FDI) in exchange for certain preferences to Brazilian firms. This way, Brazilian 

companies get a unique opportunity to expand their operations abroad (Stratfor, 2013). 

Furthermore, the overall environment is control-oriented, which discourages growth and 

implementation of private initiatives and hampers the realization of its full economic potential 

(Heritage Foundation, 2013). 

In regards of the structural reforms recommended by the International Monetary Fund, (IMF) it can 

be said that they have been blocked or delayed due to the political disagreements and corruption 

scandals between the president and the different parties in the congress. Furthermore, a national 

plebiscite to monitor public opinion in regards of the political reform will not take place this year but 

until 2014 when the coming elections will take place. This is believed to be done for not to change 

the preference of the voters in the presidential and congressional elections (Folha de São Paulo, 

2013). Moreover, different analysts consider that the opposition parties are trying to “freeze” this 

reform until after the elections so that it will not have any direct effect with the electoral process. 

However, political risk in Brazil has considerably decreased in the past ten years and expropriations 

or political violence are not a future scenario in the country (Business Insurance, 2013). 

6.3.3 Legal & Fiscal Outlook 

Brazil is a relatively open market for foreign companies, but there are some tariff and non-tariff 

barriers that are very common obstacles to enter the country. Tariff barriers can be charges imposed 

on imports or direct taxes, while non-tariff barriers are indirect burdens, financial controls, quotas 

and bureaucracy (Ministério do Desenvolvimento, Indústria e Comércio Exterior, 2013). In some 
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industries, companies are required to include at least 60% of domestic supplies and services, which 

have a higher cost to acquire and cause a negative effect in the purchasing power of the consumers 

(On-site observations, 2013). Government intervention in form of taxes or new regulations is a 

continuous risk in strategic sectors such as oil and gas, though the possibility of expropriations is 

almost inexistent. 

Labor laws are also very generous to workers and affect the competitiveness of the market. In 

regards of the business environment, the existent regulatory framework in Brazil obliges companies 

to hire local human resources and Brazilian employees benefit from many labor-friendly protections, 

such as meal and transportation stipends, one-month annual bonuses, or 25 holidays a year. For this 

reason, the existence of a large informal job market is a reality that employers use as a tool to 

decrease costs and responsibility (On-site observations, 2013).  

The regulatory and fiscal frameworks are very much complex and represent a great burden for the 

investors because their costs increase as they have to hire specialists in the market to deal with 

labyrinth-like fiscal, labor and legal processes and rules (Business Insurance, 2013). Income tax rate 

in Brazil accounts for 27.5 percent of total income while the corporate tax rate of 15 percent and 

other additional taxes such as social contributions on net profits and surtaxes increase this 

obligation up to an effective rate of 34 percent. This fiscal burden for people and companies is the 

result of a state which finances itself through taxes, as more than 36% of the public budget comes 

from this source, and represents a third of the country’s GDP (Valor Económico, 2013). 

6.3.4 Social Outlook 

Societies are conformed by groups of people and organizations that share similar cultural features 

and views of the world. These similarities make them react in a similar way to different phenomena. 

Brazil’s culture differs from that of other Latin American countries and the distance is even greater if 

we compare it with the United States, Europe, Asia, Africa or any other region of the world in areas 

such as language, time-perception, organizational culture, ethical codes and moral judgments. The 

Brazilian culture is different even inside the country due to its continental-size territory and multi-

ethnical society (On-site observations, 2013; Brazil Org, 2013). Brazilians encourage personal 

relationships among co-workers to enhance the bounds and networks within organizations (Faculty 

Stanford, 2013). They are often related to low work ethics and lack of punctuality but despite being 

informal and less time-conscious, Brazilian workers are just as professional as any other workers in 

the region (Brazil-China Chamber of Commerce in Brazil, 2010). 

Nationwide protests of the Brazilian people demanding the improvement of the overall public 

services have taken place, and were boosted by the recent protests in major cities against an 

increment of about 7 percent in the overall public transportation; an action that resulted with the 

government stepping back in its plans to collect more taxes through higher taxes in transportation 

(On-site observations, 2013). This issue scaled up to a great discontent where the people protested 

against the corruption and lack of transparence of the government, and demanded explanations in 

regards of the multibillionaire contracts to build-up and modernize all the infrastructure for the 

coming international events in the country; the World cup 2014 and the Olympic Games 2016 (Jornal 

de Negocios, 2013). 
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General crime and personal security in Brazil stand as the two main concerns of foreign and 

domestic firms, although there is little risk of political violence. The Brazilian government has 

succeeded in reducing crime rates in major cities like São Paulo and Rio de Janeiro by occupying the 

territories that were affected by the criminal organizations but this operation only sent the criminals 

away, whom in turn moved into small and midsize cities located in the north and northeast region of 

the country and crimes such as kidnapping, street crime, robbery and theft still represent a challenge 

for the Brazilian authorities (Business Insurance, 2013). 

National education represents another challenge for the Brazilian government because the demand 

for qualified human resources has dramatically increased in the last 10 years. Due to the continuous 

flows of foreign investments in the country and the scarce availability of skilled workers, especially 

for knowledge-intensive positions, companies are being forced to import foreign workforce that 

meets the desired level of education and skills (Rio Times Online, 2013). English language is not 

commonly spoken at work or in touristic destinations and the knowledge of other languages is very 

limited (The Guardian, 2013). This situation makes it necessary to learn Portuguese to be able to 

communicate with the people when visiting the country (On-site observations, 2013). 

6.3.5 Technological Outlook 

In a recent international study named The Global Information Technology Report 2010, Brazil ranked 

60 out of 144 countries in regards of its internet access, number of mobile phones, venture capital 

and adult literacy among other indicators. Subjects such as the quality of the regulatory framework, 

the current usage of ICTs and their impact in the economical and social spheres, the business 

environment and innovation, the level of readiness for the implementation of a digital agenda and 

the e-government services provided by the local authorities estimate the social and economic 

impact of digitization in a country (The World Economic Forum, 2013). Therefore, the Brazilian 

government is promoting the establishment and creation of technology hubs all around the country, 

where new tech-based companies are created thanks to the support and development of 

educational infrastructure and the facilitation of loans (ApexBrasil, 2013). 

Fiscal legislation of imported hardware in Brazil is very strict and the prices of electronics are around 

200% of that in other countries of the region. Nevertheless, there is an explosion of technology 

production in São Paulo, Brazil due to its potential for Web and Mobile services as well as for a sky-

rocket demand of new PCs (On-site observations, 2013). Nowadays, Brazil has the 5th largest 

number of mobile phone and Internet users in the world; a fact that increases the use of Internet in 

the country (Faculty Stanford, 2013). 

Research and Development investments made by the Brazilian government in the last years have 

increased to 1.25% of its GDP (2011) and the country today has an enormous amount of researchers 

in both public and private sectors. Consequently, the country is a pioneer in the development of 

renewable energy sources, such as ethanol and biodiesel and it is entering and developing new areas 

of knowledge and business opportunities such as the aerospace and automotive industries, software 

design, deep-waters oil exploration, agri-business and telecommunications ((ApexBrasil, 2013).  

In an effort to boost growth, decrease unemployment and modernize the country’s infrastructure, 

the Brazilian government implemented a series of more expansionary monetary and fiscal policies 
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that consisted in higher rates of public expenditure through the National Plans of Accelerated 

Growth, PAC I & II, which amount for almost USD$800 billion distributed during a period of four 

years (Brazilian Ministry of Finance, 2012).  

These nationwide growth plans are the mechanisms behind the construction of mega projects such 

as hydroelectric power generators, highways, ports and airports, the modernization of military 

equipment and infrastructure, the construction of massive national infrastructure, and infrastructure 

related to the hosting of the World Cup 2014 and the Olympic Games 2016. These projects are 

expected to boost the national and foreign direct investments into the country as well as the 

transference of technology by foreign firms (Business Sweden, 2011).  

6.4 Interview Responses 
The primary data of this study was collected through a semi-structured interview and on-site 

observations. The interview questions were arranged according to the different dimensions of the 

Establishment Chain and the Foreign Market Entry Mode, in regards of market knowledge from the 

IP-model.  

6.4.1 Knowledge Opportunities 

When the author of this study asked how Mr. Lindström would define the Brazilian market, he 

immediately said: 

“Huge, growing, interesting and challenging” 

Mr. Lindström responded that Brazil has 200 million people in the country and many of them are still 

very poor. He added that around 40 million Brazilians have the same or higher purchasing power as 

a Swedish but there are also 160 million consumers with less purchasing power that Swedish 

companies can reach. He said that Swedish firms must research about the country’s overall 

environment if they want to enter Brazil the right way.  

Adding on this response, he said that the national economy is going slower now than before, but he 

also said that new members are still joining the Chamber. He also referred to the political conditions 

of the country as “stable” to do long-term investments in the country and said that the market 

allows companies to benefit from a domestic consumption-based economy. 

In regard of the question about the most common socio-economic and cultural problems Swedish 

companies encounter when entering Brazil, Mr. Lindström said: 

“Entering Brazil is relatively easier than entering other BRIC-countries” 

However, English language is not well established in the country as the majority of the population 

does not speak English or other languages, and if they do, it is very common they have a very low 

level of the language; although top-level executives speak English fluently. He also added that the 

Brazilian market is not the same as the Swedish or the European market. Yet, Swedish and Brazilians 

get really well along. Brazilians like to have a friendly chat before doing business while Swedish are 

straighter to the point. The difference relies on the approach each culture takes to a certain subject 

and contexts. 
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Moreover, he explained that fiscal laws are the main source of difficulties for any foreign or 

domestic firm in Brazil as they represent an enormous burden to their operation. He said that the 

current political and economical conditions in the country encourage many Swedish firms to invest 

in higher forms of establishments and that due to the Brazilian internal market, these companies are 

making great earnings in the country but bureaucracy and a lack of transparency can decrease the 

pace of their growth plans. 

When the author asked Mr. Lindström which market environmental factors were the most 

important to take into account when entering the Brazilian market, Mr. Lindström said: 

“It depends on the characteristics of the company and its business network” 

However, the structure of the Brazilian fiscal system can be a barrier for Swedish companies as it is 

very complex, confusing and outdated. He also said that the Brazilian government aims to protect its 

domestic production at all times and this factor can also represent a barrier for the establishment of 

foreign operations in the country.  

Mr. Lindström mentioned that the Brazilian government is making huge investment efforts to 

improve the social conditions of the population, the technological sector of the country as well as 

the national infrastructure. He said that the only future issues he could observe were coming from a 

social dissatisfaction with the way investments are prioritized, the lack of governmental 

transparency and the constant increment of national taxes. 

However, he added, firms can benefit from several institutional mechanisms if they establish new 

businesses in the country as the political and economical environmental factors are being developed 

to protect and enhance foreign investments. 

When the author asked Mr. Lindström if he, as a foreign-citizen residing in Brazil, considered there 

were great cultural differences between Swedish and Brazilian people and if those differences were 

not an important matter to take into account when entering Brazil, Mr. Lindström said: 

“Brazilians hardly say no…” 

Even if in the Brazilian culture the fact of not saying a decisive negative answer to people is for not 

to make the person feel rejected, they create false expectations when interacting with other people 

with different characteristics. This phenomenon can be especially observed when Brazilians, that are 

collectivists and give a lot of value to relationships-creation and enhancing, are negotiating or 

dealing with a more individualistic person like a Swedish. They have also difficulties with sticking to 

time matters and deadlines.  

Although it is good to consider all these attributions when doing business in Brazil, it is not necessary 

to think so much about it as Brazilians get really well along with Swedish and foreign people and 

they find the way to agree upon all these differences. 

6.4.2 Relationship Commitment Decisions 

In regards of the question if experiential knowledge from another markets or a particular 

competitive advantage from abroad could be useful when entering Brazil, Mr. Lindström said that 
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holding general market knowledge from any other market is relevant for internationalizing in Brazil, 

but he mentioned: 

“Experiential knowledge from Europe or other competitive markets will be less useful than the 

knowledge acquired from similar emerging markets” 

Moreover, Mr. Lindström said that due to the dynamicity of business relationships, even the 

knowledge from similar environments will not yield the same outcome as relationships can be seen 

as a process where two separate entities take gradual steps to increase their commitment with each 

other. He also said that any competitive advantages from abroad could be useful if the firm finds the 

way to adapt to the particular conditions of this giant emerging market. 

In response to the question if the firm’s management team market knowledge of Brazil was 

sufficient to enter and develop operations in the country, Mr. Lindström responded: 

“If the management team of the Swedish firm holds market knowledge about Brazil, it can be a lot 

easier and faster to achieve a successful entrance in the market” 

However, due to the changing conditions of all the different areas of the environment, it is still 

recommended to join business networks in the country because the knowledge and relationships a 

firm acquires through these networks represent invaluable resources for the organization that will 

help the firm establish sustainable operations in the market. 

When Mr. Lindström was asked if a Swedish company needs to achieve some degree of operational 

activity in the market, Mr. Lindström said: 

“Having operational experience in the market will always be beneficial” 

Nevertheless, he added, the process of internationalization will be less complex and costly from the 

beginning if the company associates with other local actors in the market and learn from them. It is 

good to have operational experience but it is not indispensable because the same and even better 

market knowledge can be acquired through business networks. 

6.4.3 Learning, Creating and Trust-Building 

When asking Mr. Lindström about the way the Swedcham helps companies solve the problems they 

face, related with initial internationalization or expansion in Brazil, Mr. Lindström said: 

“We help them through creating business environments where firms can obtain relevant knowledge 

about the country and market specific knowledge and relationships through business networks” 

He said that the Swedcham has over 200 company members as well as more than 120 individual 

members that provide the network with expertise within different areas, and he also said that the 

Swedcham provides its members with executive support such as networks of law and accounting 

specialists, in-house consulting and round-table discussions with companies from the same sector to 

change experiences and practices.  

“We try to make these meetings as informal as possible and they are arranged through four 

specialized committees; the financial committee, the legal committee, the Human Resources 
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committee, and the innovation and sustainability committee. All of them conformed by our own 

coordinators” 

In regards of his opinion about the future business opportunities for Swedish firms in Brazil, Mr. 

Lindström said: 

“The Brazilian government is investing heavily in different key industries that they want to develop” 

For this purpose, the government implemented huge national investment plans for the development 

of long-term nationwide infrastructure, and areas such as the automotive industry, the aerospace 

industry, the technological development, the educational system, the healthcare system, the 

telecommunications’ network, the oil & gas industries, the energetic market as well as the 

construction sector are and will be the most promising areas to invest in the coming years. 

When the author asked Mr. Lindström his opinion about the future market environmental conditions 

in Brazil for the next 5 years, Mr. Lindström responded: 

“I have an optimistic view of Brazil for the coming years” 

Even though, new protectionist waves since 2012 have created instability in the market as the 

government wants to keep inflation down to accomplish long-run macroeconomic stability. The 

purpose of this is to improve the socio-economic conditions of its population; especially the 

conditions of the most vulnerable groups. Based on this strategy, Interest rates will continue high to 

control inflation, a fact that will encourage foreign investments to enter the country, while foreign 

direct investments will not be significantly affected due to the size of its internal market. 

Also, there have been numerous protests in the country that started with complains about the 

increment in taxes for public transportation, and even if the government agreed to undo these 

changes, the people started to protest about the excessive investments in infrastructure for the 

World Cup and the Olympic games of next year. Hundred thousands of Brazilians raised their voice, 

after more than 20 years, in regards of the social inequalities, the low quality of education, the lack 

of an efficient healthcare system and the corruption in public spheres. 

All these factors together, make me think that there will be considerable improvements in the 

market because federal elections will take place next year and the Brazilian politicians are currently 

under pressure to accomplish key structural reforms and attach the concerns of its population if they 

want to benefit and maintain the preference of the Brazilian voters.  

6.4.4 Network Position 

In regards of the question if a Swedish firm needs to acquire a position within a local business 

network before entering the Brazilian market, Mr. Lindström said: 

“Yes, it is very important” 

International associations such as Chambers of Commerce, Trade organizations, governmental 

institutions, and market-specific associations or business networks within specific industries are a 

great advantage for firms to obtain sufficient knowledge and support when entering the country. He 
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mentioned that the firm doesn’t necessarily have to have operations in the country but instead be 

part of international associations or start with a partner who is already established in the country. 

When the author of this study asked Mr. Lindström if a Swedish firm needed to hold a relevant 

position within a local business network once established in the Brazilian market, he said: 

“A company establishing operations in Brazil should have a significant position within local business 

networks” 

Swedish firms that enter the Brazilian market should have joined different local business networks 

already before its establishment because there are no negative effects for their operation. The 

organization can benefit from the knowledge embedded on these groups and from building reliable 

business relationships with local actors. 

6.4.5 Foreign Market Entry Mode 

When the author of this work asked the President of the Swedish Chamber of Commerce in Brazil 

what is the most common entry mode that Swedish companies choose when they enter Brazil for 

the first time, Mr. Lindström said: 

“Acquisitions and green-field investments are the preferred modes of entry for Multinational 

enterprises while a lower commitment mode is more common among SMEs” 

Their choice of mode of entry is affected by the contacts and knowledge they hold at the moment of 

internationalization, as well as by the flexibility of their budgets and their financial condition. A 

Brazilian partner or a sales representative is always good to have, regardless of the size of the 

business, because it holds relevant market knowledge and contacts that can proof very useful when 

a Swedish firm enters Brazil. 

In regards of the question if Swedish firms are following a gradual establishment path when 

internationalizing in Brazil, Mr. Lindström said: 

“Yes, they do. Many Swedish companies normally start their operations in Brazil at a small scale 

together with a Brazilian partner and later on develop greater business networks as they gain 

experience and contacts from the market” 

However, many other companies decide to establish operations in the country because they face 

major barriers in form of taxes and the government’s tendency to protect its domestic production. 

Swedish firms get more governmental benefits by becoming a local company than by remaining a 

foreign enterprise and the factors behind their decision of mode of entry rely on the individual 

characteristics of the firm. 
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777...   Analysis 
In this chapter, all the empirical data collected was analyzed using the presented theories and 

frameworks. The analysis is structured according to the different dimensions of the establishment 

Chain and the Foreign Market Entry Mode. 

7.1 Knowledge Opportunities 
According to the IP-model of internationalization, the environment of internationalization is formed 

of business networks relationships that build trust and commitment between the members, discover 

new business opportunities in the market, and place the firm in a key position within the business 

network. Moreover, it states that foreign companies must acquire specific-market knowledge of the 

country they are trying to enter to increase their chances of discovering business opportunities and 

potential business networks (Johansson & Vahlne, 2009). Specific-market knowledge is considered a 

key asset for organizations as it helps firms to better evaluate an opportunity in a foreign market, 

manage their levels of uncertainty, achieve a faster establishment, discover new business 

opportunities and new business networks (Aharoni, 1966). According to Mr. Lindström, Swedish 

firms should acquire relevant specific-market knowledge of Brazil to better adapt to the market 

because the country is of great dimensions and very challenging, with a rather complex 

environment, where Swedish firms can encounter several different types of obstacles to successful 

operations (Jonas Lindström, videoconference, Sep. 16, 2013). Companies entering the Brazilian 

market can face barriers such as high import taxes, intricate fiscal laws, outdated labor and 

production regulations, bureaucracy and lack of transparency, and corruption in public and private 

spheres (On-site observations, 2013). However, by acquiring specific-market knowledge, firms can 

overcome or bypass its liability of outsidership (Eriksson et al., 1997). Doing business in Brazil is 

easier than in any other BRIC country because the country shares more “western” values than the 

rest of the BRIC-countries and even though there are a number of cultural differences between 

Brazil and other more developed markets, such as Sweden or Europe, Brazilians get very well along 

with foreigners (On-site observations, 2013). Brazilians have a cultural difficulty to give a straight 

negative answer because they do not want their interlocutor feel rejected and even if they have 

some difficulties with sticking to time matters and deadlines, these are not an important factor to 

consider because these issues can be easily addressed (Jonas Lindström, videoconference, Sep. 16, 

2013). If the “outsider” holds sufficient institutional market knowledge such as knowledge of the 

language, the interaction will probably yield in more beneficial business relationships (On-site 

observations, 2013). 

Brazil is a very important emerging market for companies around the world due to its sustained 

economic growth, its access to large natural resources as well as its relatively young population and 

continuous reduction of social inequalities (On-site observations, 2013). Also, the Brazilian politicians 

have managed to agree upon assigning multi-billion public investments in many different sectors, 

which are considered strategic for the development of the country; and these investments represent 

enormous opportunities for domestic and Swedish firms (Jonas Lindström, videoconference, Sep. 16, 

2013). However, Swedish firms must take into account some environmental factors that could 

sabotage their intentions. Companies should have a clear knowledge of their individual conditions 

and of the market were they want to operate, because in the case of Brazil, the structure of the 

fiscal system and the government’s tendency to protect its internal market can represent a burden 
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for their operations (Jonas Lindström, videoconference, Sep. 16, 2013). Mr. Lindström (2013) and 

the authors on-site observations (2013) show that the only source of environmental issues in the 

country would be the social dissatisfaction due to the continuous increments in taxes, the 

governmental corruption and the declining quality of education and public health systems. 

Overall specific-market knowledge is vital when entering or expanding in Brazil as firms will be able 

to recognize business opportunities and networks, as well as manage the uncertainty created by 

environmental factors. 

7.2 Relationship Commitment Decisions 
Business networks represent important sources of market knowledge for the firm (Hägg & Johanson, 

1982) as they will dictate the pace and degree of commitment decisions towards the market. These 

commitment decisions will be determined by the level of market knowledge the firm holds at that 

exact moment (Johansson & Vahlne, 2009). Market knowledge is normally acquired through 

experiential learning of individuals (Penrose, 1959) or through an active participation within business 

networks (Johansson & Vahlne, 2009); sometimes a firm enjoys of individuals at decision-making 

positions that hold certain specific-market knowledge that can be very useful when entering the 

market (On-site observations, 2013). However, due to the diversity of industries and the continental-

size of the ever-changing environment of Brazil, firms should seek an active participation in business 

networks because they will provide the organization with very rare market knowledge of the country 

and specific industries, as well as important business relationships and contacts (Jonas Lindström, 

videoconference, Sep. 16, 2013 and On-site observations, 2013).  

Furthermore, companies entering Brazil might hold general experiential knowledge or a competitive 

advantage from other locations that could come to use in the Brazilian market. However, due to the 

dissimilarities of developed and emerging markets, the experiential knowledge from other similar 

emerging markets will be considerably more useful. Moreover, due to the dynamicity and 

complexity of market knowledge in business relationships, companies holding any experiential 

knowledge or competitive advantage from similar markets will still have to engage in business 

networking activities in Brazil to benefit from the building of trust and increased commitment 

among its members. Companies could also have some low degree of operational activity in the 

Brazilian market, which could be seen as an advantage for the firm, but their process of expansion or 

internationalization will not be as cost-effective and smooth as if they associate with other local 

actors to learn from them (Jonas Lindström, videoconference, Sep. 16, 2013). Nowadays, 

organizations search for market knowledge principally through business networks instead of 

acquiring it from operations in the market (Johansson & Vahlne, 2009). 

Business relationships are crucial for the sustainable development of operations in Brazil because 

they allow the Swedish firm to enjoy specific-market and industry knowledge, as well as an 

expanded availability of business contacts. 

7.3 Learning, Creating and Trust-Building 
Market knowledge, trust and commitment are the base for creative-thinking processes. It is through 

the trust-building activities embedded in business networks that the firm is able to learn and create 

specific-market knowledge, as well as to discover business opportunities (Johansson & Vahlne, 

2009). The president of the Swedish Chamber of Commerce in Brazil stated that the Swedcham 
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creates informal business environments where their affiliates can network in round-tables with 

other firms from the same industry, with experts from different areas who provide in-house 

consulting services and executive support for companies, or with relevant actors from the Private 

and Public spheres of the Brazilian market (Jonas Lindström, videoconference, Sep. 16, 2013 and On-

site observations, 2013). However, these commitment decisions that take place inside the network 

are influenced by the amount of market knowledge the company currently holds and the recognition 

and acceptance of it by the members of the network. It is clear that market knowledge is the main 

outcome of business networking, and the type of specific-market knowledge that is created and 

shared through them about Brazil, can perhaps, be what the future business opportunities for 

Swedish firms are in the country or the expected future market conditions in Brazil.  

The Brazilian government has huge public-investment plans to develop key strategic industries such 

as national logistics infrastructure, the telecommunications networks, the automotive industry, the 

IT-industry, the aerospace industry, the technological development, the educational system, the 

healthcare system, the oil & gas industries, the energetic market as well as the construction sector. 

These are and will be the most promising areas to invest for Swedish firms in Brazil (Jonas Lindström, 

videoconference, Sep. 16, 2013). In regards of the expected future market environmental conditions 

in Brazil, Mr. Lindström commented that he was very optimistic about it because the Brazilian 

government is implementing macro-economical policies to maintain market stability, decrease the 

social gaps and increase the purchasing power of its population. Due to the coming international 

events and the recent massive protests in the country regarding the social discontent with the 

governmental inefficiencies and its bad practices, the Brazilian politicians will be under social 

pressure to vote the necessary structural reforms and to attach the concerns of its population (On-

site observations, 2013). 

7.4 Network Position 
Active and extensive participation in business networks provide the firm with vital specific-market 

knowledge, trust and further commitment (Johansson & Vahlne, 2009). Companies strive to get a 

relevant position within their business networks because they will be rewarded with trust and 

credibility, and will be able to actively participate in the creation, learning and discovering process of 

market knowledge, opportunities and trust. Swedish companies that are not yet established in the 

market can also be part of the business networks through associates and partners and it is highly 

recommended for them to join international organization such as the Chambers of Commerce, Trade 

organizations, governmental institutions, and market-specific associations or business networks 

within specific industries (Jonas Lindström, videoconference, Sep. 16, 2013). In the case of Swedish 

firms that are already established in Brazil and do not have a membership or are not part of any 

business network, Mr. Lindström advices them to actively participate within local business networks 

and industry-specific networks to increase their presence in the market and take advantage of all the 

benefits that result from trust-building activities in business networks (Jonas Lindström, 

videoconference, Sep. 16, 2013). If the outcome of these activities is sufficiently promising for all the 

members of the network and the levels of trust and commitment embedded in the business 

relationships are at an acceptable level, the firm will develop stronger bonds of trust and 

commitment with the other organizations and hence a better position within the business network 

(Johansson & Vahlne, 2009).  
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7.5 Foreign Market Entry Mode 
A firm should choose its entry mode by following the highest risk-adjusted return on investment 

(Johansson & Vahlne, 1977). Swedish firms’ could find difficulties when internationalizing through 

low commitment modes of entry in Brazil (Global Finance, 2012) due to the governments’ 

protectionism that drives foreign companies to perform green-field or brown-field foreign direct 

investments (FDI) (On-site observations, 2013). Moreover, organizations should choose low resource 

commitments entry modes when entering into countries with a high country risk (Kim & Hwang, 

1992) and high resource commitment modes when the country risk is low. According to a recent 

international study, Brazil stands today as a low-risk market worldwide (OECD, 2013), a fact that 

promotes the establishment of Swedish firms in Brazil through greater levels of commitment. 

Companies should choose its mode of entry by taking into consideration the current state of the 

company, the position it holds within its business networks and the subsequent acquaintance of 

market knowledge inside it. Recent studies on software and automotive firms showed that network 

relationships influence the pattern and choice of foreign market as well as the mode of entry of 

firms (Coviello & Munro, 1997). Also, the majority of the Swedish MNEs established in Brazil have 

chosen high commitment modes of entry such as acquisitions, mergers and green-field investments, 

because it is the result of long-lasting business relationships where both parts engage in 

commitment decisions according to their level of trust. On the other side, Swedish SMEs prefer a 

lower form of commitment when entering the country due to their scarce resources or because they 

want to partnership with a local actor to learn from him about the market (Jonas Lindström, 

videoconference, Sep. 16, 2013). However, many firms establish high commitment operations in 

Brazil because they face obstacles to internationalization and because it will yield the highest return, 

risk-adjusted, on their investments (On-site observations, 2013). 
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888...   Conclusion 
In this section, the author will answer the research question by following the results from the analysis 
of this work.  
 
Research Question 
How can a Swedish firm obtain relevant market knowledge to enter Brazil and to choose its foreign 

mode of entry, in terms of the IP-model? 

8.1 Knowledge Opportunities 
Firms that are in the process of internationalization in Brazil should first evaluate their current 

overall conditions and capabilities to identify their availability of resources and set their level of 

initial commitment with the market. Once they have assessed their potential for 

internationalization, organizations should acquire sufficient market knowledge of the Brazilian 

market, both general and specific-market knowledge, to be able to recognize the potential market 

opportunities, identify the availability of local and international business networks that have some 

kind of activity in the market, and reduce its perceived level of uncertainty.  

8.2 Relationship Commitment Decisions 
Once the firms already acquire a certain amount of market knowledge both from their own research 

and through their initial involvement in business networks, companies should try to exercise an 

active participation in the business networks they consider appropriate for their individual 

characteristics, to start developing trust and acquire more specific-market knowledge from its 

partners or business networks members. The degree of commitment and the decisions that the 

firms involved in the business relationship might take together, will be driven by the amount and 

quality of the specific-market knowledge that the firm holds, which will represent its contribution to 

the network. 

8.3 Learning, Creating and Trust-Building 
When the firm is already an active member of a relevant business network and have achieved a 

certain level of commitment, acceptance and specific-market knowledge from its current business 

relationships, the enterprise will start to learn an create new market knowledge as the outcome of 

trust-building activities and commitment decisions. These activities will yield new business 

opportunities as the market knowledge, trust and commitment within the network increase. The 

pace of this process will be influenced by the amount of market knowledge the company holds as 

well as by the recognition and acceptance of the firm by the members of the network. 

8.4 Network Position 
At this point, companies will seek to acquire a relevant position within the business network to enjoy 

the possibility of learning and creating new market knowledge, an increment in commitment 

decisions and trust, and the discovery of opportunities through trust-building activities. If the levels 

of trust, commitment, knowledge creation and opportunity recognition show sufficient potential for 

all the members of the network, the company will benefit from the dynamicity of the process, 

developing greater levels of market knowledge, trust, commitment and opportunities as well as a 

stronger position within the business network. 
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8.5 Foreign Market Entry Mode 

It is clear now that market knowledge can be more easily and effectively acquired through the active 

participation of the firm in business networks in Brazil. However, in regards of the choice of Foreign 

Market Entry Mode, organizations should primarily consider the current state of the company and 

their availability of resources for internationalization purposes. Moreover, firms should assess their 

position within its business networks and the level of market knowledge they hold, because these 

two features will shape the degree of commitment of the firm with its business partners and the 

subsequent development of opportunities and support in the market. 

Basically, there is not a perfect standardized mode of entry for all the firms entering Brazil but by 

acknowledging the capabilities and resources of the own firm and its business networks, a firm 

should choose its mode of entry by seeking the highest risk-adjusted return on investment. 

 

999...   Future Research 
This work generalizes its results because the study and the data collected lead to this possibility. 

However, it would be very interesting to research about the internationalization of firms within 

different types of industry and country of origin. Researching about the decision style of the 

decision-maker could be another interesting continuation for this study. 
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111111...   Appendix 1 
 
INTERVIEW GUIDE 

Swedish Chamber of Commerce in Brazil 

Mr. Jonas Lindström 

2013.09.16 – 17:00 – 28min. - email follow-up for clarification of the concepts and 

responses. 

 

1. How would you define the Brazilian market? 

2. What are the most common socioeconomic and cultural problems Swedish companies 

encounter when entering Brazil? 

3. Which market environmental factors are the most important to take into account in the 

Brazilian market and why? 

4. As a non-Brazilian born citizen, do you consider there are great cultural differences between 

Sweden and Brazil that firms need to be aware of before entering the country, or it is not a 

factor to consider? 

5. Is general knowledge from another markets, or a particular competitive advantage from 

abroad relevant when entering the Brazilian market? 

6. If the Swedish firm’s management team holds market knowledge of Brazil, is it sufficient to 

enter and develop operations in the country? 

7. Does the company need to experience some degree of operational activity in the market 

before entering Brazil with a higher commitment mode? 

8. How does the Swedcham help companies solve the problems they face, related with initial 

internationalization or expansion in Brazil? 

9. In your opinion, what are the future business opportunities for Swedish firms in Brazil? 

10. In your opinion, what are the future market environmental conditions in Brazil for the next 5 

years? 

11. Does the Swedish firm need to hold a relevant position in a business network in Brazil before 

entering the market? 

12. Is it necessary for a Swedish firm to acquire a position within a business network once in the 

Brazilian market? 

13. Which is the most common entry mode that Swedish companies choose when they enter 

Brazil for the first time? 

14. Are Swedish firms following a gradual establishment path when internationalizing in Brazil? 


