The Internet and the Internationalization of

Brazilian Manufacturing Companies

Abstract

The Internet has become an important tool to sthamgthe global market in two ways: it
provides world-wide visibility to companies thatvieaa website and, at the same time, it acts
as a broad source of information on what the coitgpetand potential competitors are doing,
independently of where they are physically locatddrket globalization is taking place at a
faster pace, in part, as a consequence of the covityeprovided by the convergence of IT
and telecommunications, which helps building a daoslithout (or with weaker) borders.
Nowadays, many Brazilian companies have a wehdibgvever, are those companies using
this rich tool and the connectivity it provides itecrease their internationalization and to
develop a global competitive advantage? This paempts to answer that question, by
means of a survey applied to 121 manufacturing eones in the state of Sao Paulo, the most

industrialized state in Brazil.
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Introduction

From the perspective of the strategic managemémos®f thought, companies that wish to
survive in the market need to develop global prese(MINTZBERG, 1994). However,
possessing a vast national market of 188 millidrabitants (IBGE, 2007), which represent

potential consumers for their products, Braziliaanufacturers are less motivated to face the



risks of internationalization than companies frama#ier countries, such as Nordic countries

and even some other Latin American ones.

On the other hand, electronic commerce is devetpatra fast rate world-wide and in Brazil.
A research that was carried out by E-bit (2007 wghthat the Brazilian online retail’'s income
was over US$ 2 billion in 2006, which representswgh of 76% compared to the previous
year and more than 700% compared to 2001, wher &nabithe E-commerce Chamber first
carried out their research on electronic commencde country. Since the Internet has been
considered a factor that reduces or, in some ca$iesnpates psychological distances, in the

customers’ “mental geography” ASTELLS, 1999; DRUCKER, 2000), the internationalization
by means of the Internet seems to be a reasonaintedf internationalization, to be adopted
by Brazilian companies, as well as by any othethan world. Based on that reasoning, the

following question was generated as the groundshisrpaper: is the Internet increasing the

power of internationalization of Brazilian manufarers?

There are several other smaller issues concerriiag question, which also need to be
addressed. Using Dunning’s (1980) OLI modelyabsite could be considered asvatual
localization. Strategic benefits of the use of sugttual location as the platform upon which
to build the company’s internationalization effegem clear, as it allows companies that had
never considered the possibility of developingraernational presence to start playing in the
global market. In addition to that, the use of bhiernet as airtual localization provides a
learning environment about other markets and aenitiee to the innovation of products and
processes, because it exposes the company tcediffierarkets, with distinct expectations and
levels of requirement, which demand flexibility acreativity to deal with. Could such stimuli
to learning and innovation work as differentiatidrivers from which Brazilian industrial

companies could benefit?



The reflection that is proposed here involves timgkabout this possible source of
competitive advantadein two ways: a) for the company’s performance lie hational
market, when faced with the competition of foreigmmpanies; b) internationally, as an

opportunity to access and address the global market

The literature referring to the impacts of the In&t, as a part of the company’'s
internationalization strategy, is still embryonia. fact, there is this general idea that the
Internet will cause a revolution or, as stated wydRer (2000, p. 1), a deep transformation
“in the economy, the markets and the structuresntife industries; in products, services and
their flow; in segmentation, in values and the b&draof consumers; in the job markets”.
Others talk about a revolution of the global mariget(WATSON et al., 2000; lazer and
SHAw, 2000). Some studies exist, which analyze theneteas means to support exportation,
from the marketing point of view (INETT, 1997; HaMILL and GREGORY, 1997; MORGAN-
THOMAS and BRIDGEWATER, 2004). Other studies, still, emphasize the netweffect
generated by that mechanisnmHéB et al., 2003) and the importance to conciliate the Irgern
strategy with the corporate strategy AY8ON et al., 2000). However, little has been
discussed, up to now, about the Internet as th#alininternationalization strategy for

companies that are new to the international market.

In order to investigate the possibility of using timternet as part of the internationalization
strategy, some concepts are essential. The nekbrsas intended to explain them, with
special emphasis to the identification of tradiibmternationalization strategies and ways of
converting the web into a step to enter internaliamarkets. After that, Dunning’s OLI
paradigm is visited, in order to discuss the paksitof using the web as a virtual location
from which to launch internationalization initia¢s. Then, the methodology used for field

data collection is explained, followed by the preagon and analysis of the data that was



gathered. Considering this research project i atian early stage, after preliminary results
are presented, the conclusions section of thisrpapehasizes future development fronts for

the study of the web as an internationalizationfqien.

Traditional internationalization strategies

The decision of developing an international presecan bring many opportunities for a
company that previously only played in the localrket First of all, internationalization
generates access to new markets and resourcedditioa to that, it exposes the company to
a new market reality, stimulating it to innovategsbd on new ideas gathered from the
different markets, but also due to the expositionfiercer competition (MiTzBERG and
QUINN, 1992; BRTER 1990). In accordance to Johanson and Vahine {189tetwork effect,

or the formation ofclusters, as defined by Porter (1998)explains the motivation, the
approach used by a company to enter a foreign market also the need for

internationalization.

However, the decision to expand markets beyonaemaltiborders is not without risk, which
demands a internationalization strategy to be deadein a careful manner, taking into
account the organization’s competences. The lilezat presents several possible
internationalization approachesd@r, 1994; YouNG et al., 1989; BICKLEY and GHAURI,
1999). The best known model is the one developedRbgt (1994), according to whom
companies have three alternatives to access fone@gkets: a) by means of exportation; b) by

means of a contract; or c) investing directly ia fareign country (see Table 1).



Table 1 Ways of internationalizing

Exportation Contract Direct investment

X indirect X licensing X new plant

% direct agent/distributor % franchising X merger and acquisitions

X branch office — requires X technical agreements X joint ventures
investment

X service contracts
¥ management contracts
X turn-key contracts

X manufacture contracts

Source: translated and adapted from Root (1994).

In fact, there is a natural evolution of a companyternationalization process. According to
Cavusgil (1982; 1980), several stages can be fteohin such process: a) pre-involvement;
b) reactive involvement; c) limited experimentavatvement; and d) engaged involvement.
That is, first the company needs to understanchéve market, in order to gain confidence,
and believe that it is worth to invest in the ingfonalization project. Only then it will

commit to it.

The same reasoning can be identified in Root’s 4198xonomy: originally, the company

starts export processes with little commitment, lastthe business evolves, it invests more
resources in the exploration of the new marketeiAfhe company gains enough knowledge
of local specificities, it develops a more solidwerk of contacts and, being convinced that
business in the new territory is worthwhile, conment becomes stronger. Then, the

company starts transferridgnow-how and technical abilities to the new region. Finathye



company finds itself ready to invest in the new ketiby means of acquisitions or other sort

of direct investment.

The Internet as an important part of the initial internationalization strategy

The Internet can be converted in an important phathe initial internationalization strategy

for companies that do not want to face the riskbessed with usual international operations.

The natural evolution of traditional internatiorzaliion strategies, according to Root (1994),
is based on a control/risk mitigating reasoning thatates the actions being adopted. The
smaller the company’s control over a foreign operatthe less risky its entrance strategy is,
as fewer resources are committed to the projeceréfbre, if a company chooses to use
exportation as the entrance strategy, it reduces the riskynifpared to other strategies that
involve more commitmenicéntract or direct investment). However, it also reduces its ability
to control the business. Among others limitatiahgill not be able to assure the quality of its
products and the treatment given to local custonmetise foreign market. This would be the
case of an international operation based just erirtternet: the product is sold directly to the
customer, but the distribution logistics is perfedrby third parties and there is no guarantee
that the process will be trouble-free. It is alsgpossible to provide the same after-sales
support that is offered to customers in the comjzatraditional markets, because no local

infrastructure exists for that.

Following that reasoning, different companies thabpt theexportation internationalization
entrance mode follow the same evolution steps: thesy experiment, then they becomactive
and, finally, theycommit (CAvusGIL, 1980). Each of those stages implies in a diffelevel

of risk and, therefore, different expected resultise smaller the commitment (less



investment), the lower the risk, but also the lowlez level of control and, therefore, the

expected participation in the final result (seegdifé 1).

Control/
result

Direct investment

Contract

Commitment
Active
Experimental
Reactivt

Exportatio

Risk

Figure 1 Control-result/risk curve

A reactive behavior can be seen as an opportunisiction to a specific opportunity in the

market. The construction of the company’s websise|f, may be a reactive action, as it has
become cheap and easy to develop a presence lint¢neet. After the webpage is published,
international customers may demonstrate their @sten the company’s products or services,
when they visit it. That may trigger another reaetresponse, interacting with the potential

international customer, which may result in theagtion of the product or service.

When reacting to an international inquiry, the camp will be adopting an experimental
behavior, in order to “see what is going to happé&nwithout, however, having developed a

well defined and suitable strategy to address matgwnalization.

If, in spite of the lack of commitment to the imational initiatives, results start to show up,

the company will become more interest in its indédionalization. That, in its turn, may result



in the development of a coherent strategy to beleamented, generating a positive and

organized effort towards internationalization, wittportant potential results.

In order to ensure the effectiveness of the inteynalization effort, commitment and pro-

activity are required. That is, the company needstart looking for business opportunities
abroad. An organized strategic effort will guide tompany to achieve better results for the
internationalization of the enterprise from theoeffbeing made. While searching for new
businesses, the company may find the opportunitysm a different entrance mode, which

involves more commitment, such as toetractual mode ordirect foreign investment.

According to Ghemawat (2003), there are betterrateves than the physical expansion of the
enterprise, in the case of small and mid-size lecahpanies, which are threatened by the
arrival of large multinational companies to themeyously captive domains. This author
considers that small and mid-size companies shsmldjgle to reduce their production costs
and the risk involved in their operations, at tame time they increase the volume of sales. He
claims that, by doing so, local companies can aépér the expansion of large foreign
conglomerates over their traditional territoriesl @ven reverse the situation, counter-attacking
and starting to supply external markets, basederncreased competitiveness that such effort
can provide them with. By means of the Interneiséhalternatives become feasible, as it allows
for an expressive reduction of costs related to dbempany’s internationalization strategy,

reducing risks and increasing sales, due to thesépn to a larger number of markets.

Dunning’s paradigm and the Internet

The advantage of using the Internet as a tool ptogethe company’s internationalization can

be explained by Dunning’s (1980) model. Accordiaghat model, referred to as the eclectic



theory, internationalization is related to threetdas or advantages that a company may have

in a foreign market:

1) ownership - advantage related to the existence of intermadpetences that differentiate the

company from other players;
2) location - advantage related to the physical presencespeaific region;

3) internalization - advantage related to lower costs of producitgrivally, in the company,

compared to the transaction costs of acquiringptbduct from third parties.

Using the Internet, the notion of location vanishEse typical physical space required for an
enterprise is replaced byatual location. Consequently, the company’s ability to reach new
markets increases exponentially, as many of thérigksns imposed by distance are
eliminated. Performing from a virtual base, the pamy’'s major concern changes to
ownership, as it has to worry about its own competenceschvhiave to be enough to cope

with fiercer and more competent competition

Still according to Dunning (1980), depending on tlenbination of those three advantages,
the company would develop one of four modes ofrimatonalization: 1yesource based; 2)
market based; 3) rationalized specialization; or 4) trade and distribution. In the case of a
virtual location, the company is originally involved with the fduralternative:trade and
distribution. In the long run, and as a result of the knowledgquired from the virtual

operation, it becomes possible for the companynfarove itsrationalized specialization.

Advantages related to the internationalization viavirtual exportation

One of the advantages related to the Internet,cedpewith respect to small companies, is

the fact that the level of required investmentow,lin order to gain access to international



markets (MDRGAN-THOMAS and BRIDGEWATER, 2004). Boggs (2007) reminds us that the
Internet has become a critical communication andmption resource for many small
companies, changing the way they reach their cumestomers and potential new customers.
The study that was carried out by this author shihasthe number of small companies that
adopt some sort of electronic commerce will grod#4@ a year, for the next 4 years. However,
it is important to be aware that, for the Interteeprovide the expected gains, companies need
to invest in the development and maintenance ofofepsional website, which may be a
limiting factor for small enterprises. Another isstinat needs to be considered is the fact that
the Internet, instead of reducing the importanca @frand, as it was expected when it was
first introduced to the business environnigig, in fact, responsible for the increase of the
brand’s importance, due to the feeling of lack afety that spread among Internet users.
People, apparently, prefer to relate to websitewvef-known companies (even when their
business offer is not necessarily better than sjhénstead of using the web to carry out
business with strangers. Trust has become an iamdector for a purchase decision on the
web. To illustrate that, Kleist (2002) reminds tatt50% of the web’s sales growth in the
world resulted from just the 10 best known webstteshe consumers, in 2001. In Brazil,
there is also an enormous concentration of thdrelac retail activity in the hands of a few
companies. Although there are thousands of B2Gmnédperations in the country, 85% of
the market-share concentrates on twenty major wesbh$hrDIM, 2004). That stresses the
importance of providing credibility through a comga website. Otherwise, the investment

on it may be worthless.

The advantage of using the Internet in the intéwnatization process is clear as part of the
initial effort, considering that a virtual instdilan is less costly that a physical location in the

foreign market. However, the real advantage ofgutie Internet for that is risk reduction, in



the early stages of internationalization. Moreotiee, use of the Internet asiatual location
for Brazilian companies intending to experienceeotmarkets must be considered as a
significant learning factor, considering that:

a) one of the major reasons to develop strategic pestiips to enter a new market is the
lack of knowledge of that specific marketqiCrRACTOR and LORANGE, 1988). But,
by means of the Internet, the information flow afbite new market is increased, the
company acquires better knowledge of the localityeal an international market,
even not being directly there;

b) during the exchange of information, a virtual naetevean be formed, making the
company better known to potential customers infdéheign target market;

c) finally, the company will be able to test its pratuin a virtual way, in the new
market, without having to spend a lot of money @pemsive physical market tests,

which would require resources to be committed sjpadly for that.

In addition to the learning effect, another impotteonsequence of the virtual exposition to a
new market is innovation. According to Porter (1p%Md his diamond theory, several
characteristics of the international market mayegate a positive effect on innovation for the
company:

a) international demand - the more sophisticated aathamding the international
demand (consumers/customers), the greater thé afeded for the company to adapt
to the new situation. The company will feel obligedmprove its products due to the
exposition to more demanding consumers. Of coubhsg, will end up impacting its
local offers, as well. Maybe it will generate a qmatitive edge in the company’s

traditional markets and, eventually, also in thebgl market;



b) related and supporting companies in the new markbe company can develop a
network of suppliers and other more sophisticatadngrs than those it has in its
original markets, allowing for the production ofttee products at a lower cost;

c) rivalry within the aimed market — the competitiacéd in the new market will push
the company to innovate and to improve its produlttsis, the company will innovate
in order to reduce costs and to improve the qualitys product and services, creating
new products and more competitive processes, waiehbetter suited to the new
environment, but which can also be adjusted to dhginal one, improving the

company’s offer.

A virtual location can also cause similar effects to physical locatiath respect to the
generation of an economy of scale, economy of seopklearning (KWGuT, 1985). Costs
related to transportation and taxes can be redukestcale effect may result if there are
several orders from places that are close to oathan allowing for simultaneous processing,
for example. Some company competena@eérship), when combined to the needs of the
new market, can generate favorable results in #heldpment of international presence.
When a company initiates its internationalizatibrstarts to build knowledge on the external
markets it gets involved with, whose lack previguglpresented an important obstacle to the
development of its international operationsHANSON and VAHLNE, 1977). The formation of
such knowledge base can be initiated, with a loeel of risk, if the company adopts a

strategy ofvirtual location.

Finally, one of the advantages of using the Inteasepart of the internationalization strategy
that cannot be ignored is the possibility of perforg direct sales, without middlemen. A
fidelity relationship can develop with internatibnaustomers, when they are directly

supported. In that case, there is also no neediming local agents to represent the company



in the target market. Neither is it necessary ttlesa local branch of the company in the

target market, which would demand direct investnietihe international destinations.

In the digital age, companies will dedicate leserdaion to their traditional distribution
channels and will try to reach their end custondnectly, in many situations (TER, 1998,

p. 219). However, companies are posed with thearge of emphasizing the new channels
without “declaring war” to their long time partnemven when new technologies/partners
prove to be technically more suitable to perform ithtermediation. A classic case is that of
Levi’s, which conceived a business model in whicl tustomer visited a department store,
took his/her measures, chose the fabric and sizkeopair of jeans s/he wanted to buy and
waited at home for the product to be delivered iglhler doorsteps. The department store
transmitted the necessary order information frooomputer terminal in its premises directly
to Levi's production line, allowing jeans to be guzed in a “pulled” fashion, according to
the demand (MKENNA, 1995). The business model was not successtildue to the lack
of acceptance by the market, but due to the cardfimterests it generated with the retailers,
who felt threatened by the new way of commerciafizthe product, which reduced the
relevance of their role in the value chain. Reartmthe poor results of experiments like this,
Lee, Lee and Larsen (2003) discuss the dilemmalfagemany companies when they thing
about using the Internet as a way of approachirtarstomers directly: if they don’t sell
their products straight through the Internet, congis will look for companies that do it. On
the other hand, if they do so, they will be boyedtby their traditional customers, who will

feel relegated to a second stand

Well, a particularly interesting aspect relatedhe use of the Internet for international direct
sales, in the case of companies that start opgratiernationally by means of a website, is

that there will be no channel conflict, as thereev@o previously established channels.



Methodological approach

The research project that originated the data aedlyn this paper was developed with the
objective to improve the understanding about hoazilien manufacturing companies use the

Internet to support their business practices aradegfies.

This paper discusses the perception of manufagiwdmpanies about the Internet’s role on

their internationalization.

Impressions were gathered from companies registane@d database provided by the
Federation of Manufactures of the State of Sao dP&kiesfS), about four simple issues

concerning the impact of the Internet on the irdéomalization of the surveyed companies:

Did the Internet increase the visibility of the qmany’s products in foreign markets?
« Did the Internet contribute to increase the compmasales in foreign markets?

« Did the Internet increase the visibility of foreigompeting products in the domestic

market?

« Did the Internet contribute to increase the safder@ign competitors in the domestic

market?

Companies were invited to participate in suevey by means of an email message, containing
a link to a web-page with the questionnaire, sertat 650 companies that had participated in
a previous survey, carried out three years agdhénprevious occasion, companies were
asked about many other impacts of the Internehdir tdaily activities, but there were no

questions about their internationalization.

121 valid answers were obtained from a non prolsticilsample, as it included all companies

that accepted to participate in the survey, fromséhto which the invitation was sent.



Comparing the sample with the population, one zeslithat the sample contains a higher
percentage of large and mid-size companies thapdpalation, as shown in Table 2, below.
This does not represent a major problem, in thge checause the research has exploratory
purposes and there is no intention to infer reaalisut the population. However, this was an

additional reason to discriminate the size of thgigipating companies in the analysis.

Table 2 Proportion of companies of different sizes in thmple and in the population

sample  population
up to 99 employees 73 (60.3%) 75.8%
up to 499 employees 39 (32.2%) 20.4%
more than 500 employees 9 (7.4%) 3.8%

Note: Really small companies (with less than 20 legg®es) were not invited to participate in the syrvThey
were also excluded from the population, for theppse of Table 2.

The answers for the questions had to be chosen &opredefined set of alternatives,
presented in a Likert scale. In order to chooseatisver, the participant only needed to click
on one of the options that were made available bgma of a drop-down menu, as shown in

Figure 2.

[Choose an option... +|

Choose an option...

Strongly disagree
Disagree

Meither agree nor disagree
Agree

Strongly agree

Figure 2 Drop-down menu adopted for the survey questions



Analysis of the results

After several reasons having been presented inptheious sections for the Internet to
represent an interesting way for the internatiaaion of Brazilian companies, we will now

start evaluating the survey results.
Characterization of the sample

Amongst the respondents, 4 were presidents of tuenpanies, 38 were directors, 35 were
managers, 15 defined themselves as coordinatosspmrvisors, 21 had a different function
and 8 did not indicated their position in the compa hierarchy. 54 companies manufacture
products for the consumers market, 48 produce ,paddules or components, 8 produce raw-
materials, 5 are logistic operators and 6 declitwedrovide an answer about the company’s
main activity. 116 of the 121 researched compadciasned to have a website, 78 of them
also have an intranet, for internal communicatiod mtegration, and 40 have an extranet, for

the communication and integration with businessneas.
Answer s for the survey questions

Figure 3, below, presents the collected data, egladb the four specific questions on
internationalization that were asked to the comgmrBut, prior to start analyzing the data, it is
necessary to explain the reasoning behind the magjéon of the data on Figure 3. The y-axis
discriminates the sizes of companies, which weparsg¢ed in four categories: more than
500 employees, 100 to 500 employees, 50 to 100cyees and less than 50 employees. This
segmentation was carried out because the autheexiglknew, from previous studies, that size
is a relevant factor in determining companies’ lvarawith regard to the perception of the

Internet’s impact on their activities. That wasoalsportant due to the differences between the



composition of the convenience sample and the ptipal of manufacturing companies in Sao

Paulo, which was pointed out in the methodologyicec

The figures contained inside each box that comphieehorizontal bars indicate the absolute
number of companies of that size that providedezifip answer to the question, according to

the legend under the chart.

As the number of companies of different sizes isthe same (there are many more small
companies than large ones in the sample and atbe ipopulation of manufacturer in the state
of Sao Paulo, as seen in Table 2), a percentile ges used for the x-axis, in order to improve

comparability of the figures obtained for comparaédifferent sizes.
Visibility and sales of foreign companies in the national market

According to the data on Figure 3, large compahige a perception that the Internet has
greater impact on them than smaller ones, withe@sip internationalization. Amongst large
companies (more than 500 employees), 77.8% (7eo®}rtonsider that the visibility, and also
the sales, of foreign companies increased in thiens market as a result of the use of the
Internet (for this analysis, the authors considénatl those companies that answered “agree” or
“strongly agree” have an affirmative opinion withgard to the issue). In the case of smaller
companies, there is a perception that the vigiailftforeign companies in the Brazilian market
increased more than their actual entrance in tlasket (sales). That is not a contradictory
result, because, prior to commercializing produntsa new market, it is necessary for a
company to make such market familiar with the potslbeing offered and with their attributes.
It is also necessary to remove bureaucratic barriew international trade. The
internationalization models that were discussepr@vious sections of this paper anticipate the

existence of such stages, in the process of inttmiuto a new external market. The delay



between exposition and acceptance by the markajicaralready settled companies some time
to react and to try to neutralize the “invasion'tieéir domains by foreign competitors. On the
other hand, the situation is of concern, becausa mmpanies are starting to feel threatened by
products that are not yet being directly commemadl in the country. To reduce the threat
imposed by those companies that are not even presanlocal market, yet, but that already
interfere with the competitiveness of the compamstalled there, Drucker (2000) advises any
company to become globally competitive, even ibnty intends to serve a local or regional
market. The concern about the attitude of Braziiampanies (specially the smallest ones) with
respect to the changes imposed by the Internetgaldith other globalization factors, increases
if we consider that quite a few of them (9 of 48ttis, almost 21%) do not believe that there is
any impact of the Internet on the visibility of &gn products in the local market or on their
direct presence in this market. Would it be possiolr those companies to be immune to

globalization?
Visibility and sales of the Brazlian companies abroad

Amongst large companies, 77.8% (7 of the 9) als@ llae perception that the visibility of their
organizations increased abroad, although only 55%%f the 9) consider that this converted
into additional sales to foreign markets. The patage of mid-size and small companies that
believe that they became more visible to the imstional market is also larger than the
percentage of those that perceived increase inretansales. As it was discussed before, such
perception is natural, as one needs to be noticgddo that sales can increase next. It is clear,
however, that visibility does not, necessarily,\@mm in sales without additional effort towards

that, which needs to be carried out by those iatedein internationalizing themselves.



Increased foreign companies'500 employees|
sales in national market < 100 employ
<500 employees

< 50 employees

Increased company's 500 employees|
sales abroad <500 employe

<100 employees

< 50 employees

Increased foreign competitors* 500 employees|
visibility in national market <500 employe
<100 employees

< 50 employees|

Increased company's 500 employees|
visibility abroad <500 employee
<100 employees

< 50 employees

0% 20% 40% 60% 80% 100%

B Strongly agree O Agree 0O Neither agree nor disagreeld Disagree @ Strongly disagree B Does not apply

Figure 3 Perception of the Internet's impact on the intdomatlization of Brazilian
manufacturing companies and the entrance of foreampetitors in the national

market

Comparison of the perception of the internationalization of national companies (expanding to

mar kets abroad) and foreign companies (entering the national market)

In general, the bars that represent increase itilitisdo not differ much for foreign companies
in the Brazilian national market and for the suea@dgompanies abroad. The biggest difference
occurs in the perception of conversion of visipilitto sales. Foreign companies seem to be in
advantage, when compared to the companies thateaedwhe questionnaire. Of course, the
results may reflect the respondents’ inclinationmiore easily depict benefits to others than to
themselves, which is a common trend in any chamgeeps. As remarked, early in the"16

century, by Machiavelli (1972), “for he who inndga will have for his enemies all those



who are well off under the existing order of thingsad only lukewarm supporters in those

who might be better off under the new.”

When answers “strongly agree” and “agree” showRigure 3 are added up for companies of

all different sizes the values presented in Taldes3obtained.

Table 3 Absolute number and percentage of participants agree to the statements on the

increase of visibility and increase of sales

Visibility increase... Sales increase...

... of foreign companies in the local market 79 of 120 (65.8%) agree 63 of 119 (52.9%) agree
... of his/fher own company abroad 73 of 121 (60.3%) agree 49 of 121 (40.5%) agree

Table 3 shows that the increase in visibility pesee for foreign companies in the local market
and for the participants companies abroad is not déferent, with a slightly more favorable
performance of foreign companies. The perceptioncariversion of visibility into sales,
however, is very unfavorable to national compan&s.shown in Table 3, 52.9% of the
participants “agree” or “strongly agree” with theatement that there was an increase in the
sales of foreign companies in the country, dudéolternet. On the other hand, only 40.5% of
the respondents recognize the impact of the Intennmcreasing the volume of international

sales by their own companies.

Mainly among small size companies, the participasftghe survey believe that foreign
products promoted on the web called more atterdfdhe national market than did Brazilians
products abroad. This perception is, at leastpastisince there is no additional difficulty for
Brazilian companies to develop a presence on thethan that faced by companies of other
countries. More surprising is the fact that 38.6Ralbsurveyed small companies believe that
the visibility of the company abroad “does not gpplwhile only 20.5% believe that the

visibility of foreign competitors in the country 6és not apply”. It is understood that, when



those participants state that there is no reasorsdmeone abroad to be interested in the
company’s products they also mean that there iason for the company to try to improve
its visibility in foreign markets, through the welihe percentage of companies that,
apparently, do not worry about internationalizat{either attempting to obtain visibility and
sales in new markets, or blocking the advance luérstover their traditional markets) is high
and larger for small companies than for larger ofié® fact that 52.3% of surveyed small
companies (23 of 44) do not consider the possthditinternationalization of their business
using the Internet (they answered “does not apglympressive, mainly considering that
doing so would represent an exceptional opportunitgyevelop new markets, to learn and to
innovate, as discussed in previous sections ofgaper. This makes one wonder about the
possible causes for that, which would represeng>arllent issue for future studies and an
opportunity to be addressed by agencies interestegpromoting the development of

international trade in the country.

Final considerations

The data collected in the field research provideglemce that Brazilian manufacturing
industry executives believe that the Internet hgsificant impact in the internationalization
of their businesses, based on its ability to previdmpany visibility and sales. Questions
involved the participants’ perceptions on the penfance of foreign companies in the

Brazilian market and Brazilian companies in otharkets.

Participants perceive the increase in visibilityl aales of foreign competitors in the national
market, due to the effects of the Internet, todrgdr than the increase in visibility and sales
of Brazilian companies in foreign markets, althgughvas said that this may result just from

that human characteristic of “always seeing gregress at the neighbor’s land”.



This is an important limitation of this or any othstudy that involves the participants’
perceptions: it is not possible to know if perceps really match reality, unless further
investigation is carried out, using suitable tegumes for that. As limitations are always
related to new opportunities for improvement, thehars of this paper consider that the
verification of the real impact of the Internet the generation of income for the company,
based on the exploration of new (international) kets, represents a natural continuation of

this work.

However, if the internationalization of companiksough the use of the Internet theoretically
seems to be a natural way to be followed, it iswizat the findings of this and other research
undertaken in Brazil demonstrate. When compariegrésults of this survey with the results
of a research conducted by the Managing Commitie¢he Internet in Brazil (CGI, 2006),

one notices that the perceptions revealed herentladse obtained there. In that study, 58.8%
of the companies in the sample claimed to usernterret as a way to trade the company’s
products, but only 5% of them carried out saleslfdernet customers abroad. 45% of the
participants of CGI's research pointed out the uability of their products for sale over the

web as the major cause to prevent sales to foreaykets.

The data gathered in this research project, asasetither similar initiatives in Brazil, when

contrasted to the literature on the internatiomdiln of companies, shows that:

* the low level of investment required to provide esx to international markets by
means of the Internet (MRGAN-THOMAS and BRIDGEWATER, 2004) has not been

enough to stimulate Brazilian companies to face ¢hiallenge;



» the experimental exporter, as referred to by Cavusgil (1980), does seem
enthusiastic about the possibility of the Interasta means to reach new external

markets, which could be a first step for futureti\ae’ and “committed” exporters.

Thus, the Internet is far from being used to it potential as an internationalization driver
for Brazilian companies. The possibility is theend there is plenty of evidence in the
literature about that. However, due to reasons W&k not part of this paper’'s scope (but
which are an interesting topic for future studieg)e internationalization of Brazilian

companies hasn’t been supported by the use ofrfeenkt, not even in the experimental

level.
Other interesting questions for future studiestleefollowing:

* to identify and to understand the factors that alisage the use of the Internet as a

means for the internationalization of Brazilian qgmies;

» to carry out a detailed analysis of the websitesoofipanies that consider themselves
as internationalized (or which are becoming so)oiider to check if they provide

links in English, if they answer requests/demahndsy fast they do that, etc.

* To extend the sample of this research project tauf@aturing companies of other
parts of Brazil (currently, only companies from #gtate of Sao Paulo were surveyed),
in order to determine local and regional partiaties. Perhaps, there are differences

related to the regional entrepreneurial context.

Therefore, we expect to have contributed to thiel fie a way that future studies can use the
results presented here as the grounds on whiclitd bew theory, deepening some of the
ideas from this initial study on the use of theeinet as part of the strategy for

internationalization.
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Notes

! A company is considered to have competitive aggnwhen, faced with a situation in which there taro or
more players competing for the same market, iblis af generating an edge towards the others, whaids to a
consistently better performance — that reflects liwrger market share, distinguished technologyswmer loyalty
or other kind of advantage R&NT, 2005).

2 Clusters are geographic concentrations of interected companies: suppliers, related businessdsewen
competitors in a specific area, where they comipet@lso cooperate with one another.

®  This situation is considered to be optimal, bytéto(1990), in the diamond analysis. Accordinghat author,
companies that face fierce competition become @g#othan those that have captive markets. Theretoee
Internet, due to the fact that it reduces advastegjated to location, will probably generate numpetitive and
innovating companies, because they will need torineccompetitive in a global scale and not just iwitiertain
geographic limits.

4 Kalakota and Whinston (1996) considered thatlmkernet represented a major threat to brands, ngakiand
strength weaker than ever before. Of course, tirogepl them wrong with respect to that, as trustimecan
important issue for electronic commerce.

®  Magretta (1998) emphasizes the competitive edgledBveloped against IBM and Compagq for sellinmpaters
through the Internet. Its main competitors coulthe’tas aggressive in their direct offers to conssiimecause they
would be competing directly against their traditibsales channels, the computer stores. Dell dido# that
problem, because it had always sold directly toemstiomers, even before the Internet.

FIESP is an association that congregates mantfagtompanies in the state of Sao Paulo.



