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A Proactive and Entrepreneurial International Market Approach: Some Evidence in the
Portuguese Hotel Sector

Abstract
Internationalization is a process of such compjettiait its explanation, in terms of one single
theoretical perspective is difficult. Drawing on c@mprehensive multi-case study, this
doctoral thesis explores the influence environmerdad organizational stimuli as
determinants of Portuguese hotel firms’ internaloengagement. It also proposes to
understand the linkage between the antecedentfiotivational stimuli factors with, time of
entry, market selection and entry mode strategies.
The strategy regarding the epistemological posit®wvia a deductive research approach,
where is identify, and tests, in the field, the gwsitions initially proposed, for further
development. A previously used framework was adbptestructure the factors involved,
thus ensuring that all comprehensive evidence waaireed through empirical research.
Having its foundations in Barney’s resource-babedry and International Entrepreneurship
principles within Dunning's eclectic model deteranits, this model sheds light on firm’s
resources and competences as determinants fastdrefdecision to go abroad, pointing the
ownership and location advantages as main detemsingactors of internationalization
strategy decisions.
Due to the limited number of the total populati@hnon-probability purposive sampling
method was adopted. This study is mainly basedeom-structured interviews to top level
managers, responsible for the internationalizapimtess and supplemented by confirmatory
guestionnaires, memos, press releases, mediaearéint in-situ observations. Accordingly, a
within and cross-case analysis was applied fod#ddriction of facts.
From the data analysis, it is seen that that tte¥nal competences and the firm’s managerial
entrepreneurial profile were important stimuli ftte Potuguese hotel grups becoming
involved in international activities. Accordinglyt was found that the combination of
proactive, internal and external, stimuli drivestially, the Portuguese hotel groups to
international market. It was the junction of thgseactive stimuli, within an entrepreneurial
vision from managers that triggered the processtefnationalization.
An evolution of the nature’s motivational stimuliasv also found given the level of
international engagement and the development ofkehaenvironment. Hence, from an
opportunistic market seeker motivation, the Porasgu hotel firms turned to efficiency

seeking motivation, less based on tacit competesqal®itation and more focused in network
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and coordination competences, emerging a systematiket exploitation taking into account
the new profile of demand and firm growth ambitiansinternational market. It was also
found that, in the early stages of internationajagement a positive linkage between the firm
proactive stimuli factors and the Portuguese finterinational strategies.

From the contributions that emerged from the wathod out, in the theoretical field the
achievement of a deeper knowledge, of the motimatjoand stimuli factor, on the
internationalization process and the importance wianager's proactive attitude as key
determinant of the linkage between the companyspetitive advantages and strategies of
internationalization.

Concerning the practical implications, a better amthnding of the key resources and
competencies to exploring market opportunities, lsaran aid to hotel firms companies that
are considering expanding to other markets, thiesgmting the dispersion and improper use

of scarce firm assets.

Key words: Internationalization, Hotels, Competendentrepreneurship, Portugal



Uma abordagem pré-ativa e empreendedora no mercadaternacional: Algumas

evidéncias no setor hoteleiro Portugués

Resumo

A internacionalizacdo € um processo de tal comgéele que a sua explicagdo é dificil em
termos de uma Unica perspetiva teorica. Baseado estodo multi-caso, esta tese de
doutoramento explora a influéncia dos estimulos i@anthis e organizacionais como
determinantes do envolvimento das empresas ha®gleportuguesas no mercado
internacional. Também propde compreender a ligagdie os estimulos motivacionais e as
estratégias relativas ao processo de internacragaio.

A abordagem epistemolégica do estudo € maioritamen dedutiva, onde o pesquisador
identifica e testa no campo, as proposicoes im@ate propostas. Assim e em conformidade,
foi adotada uma matriz previamente estruturadangi@do que todas as variaveis do modelo
fossem obtidas através de uma pesquisa empiricaloTeos seus fundamentos a Teoria
Baseada nos Recursos de Barney, integrando osigioscdo Empreendedorismo
Internacional e utilizando as determinantes do reodelético de Dunning para explicar as
estratégias de internacionalizacdo, este modeta Iz sobre os recursos e competéncias da
empresa como determinantes na decisdo de saio gataangeiro, apontando as vantagens de
propriedade e de localizacdo, como principais éstodecisivos nas estratégias de
internacionalizacao.

Devido ao numero limitado da populacédo, foi adotado método de amostragem néo-
probabilistico. A recolha de dados, foi baseadaeatrevistas semiestruturadas a gestores e
responsaveis pelo processo de internacionalizéggieriormente foi complementada por um
questionario confirmatério, memorandos, comunicaddgyos de imprensa e observacdes. A
estruturacdo e andlise dos dados foram obtidaséatrde uma andlise caso a caso e de
cruzamento de todos 0s casos, seguindo as questdesestigacao, as dimensdes do estudo e
as variaveis do modelo.

A partir da andlise de dados, foi observado queaoiscipantes do estudo identificaram como
estimulos importantes para o envolvimento inteorad] as competéncias internas, o perfil
do gestor e as oportunidades de mercado. Por agnsggverificou-se que a combinacao de
estimulos organizacionais e ambientais com umarerduproactiva motivou 0s grupos

hoteleiros portugueses a se envolverem no mergadmacional. Foi também observado,
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uma evolucdo da natureza dos estimulos motivagpnednsequéncia de um maior
envolvimento internacional das empresas hoteleiragolucdo das condigbes econémicas do
mercado domestico e internacional. Assim, partindicialmente de uma abordagem
oportunista ao mercado internacional, as empresideiras portuguesas passaram a adotar
uma abordagem mais sistematizada, tendo em codiadaica dos mercados e as suas
ambicbes de crescimento. Observou-se também quefasas iniciais de envolvimento
internacional existe uma ligacdo entre os estimutudivacionais e as estratégias de
internacionalizacao.

Das contribui¢cdes tedricas do trabalho destacama-sebtencdo de evidéncias sobre a
importancia, dos estimulos motivacionais no praze$s internacionalizacdo e da atitude
proactiva do gestor como determinante na ligac&e e@s vantagens competitivas da empresa
e as estratégias de internacionalizacéo.

Quanto as implicacbes préticas, e tendo em cantdrtingéncias e o desenvolvimento dos
mercados, destacam-se a compreensdo e a impordogiaccursos e competéncias das
empresas hoteleiras na exploracdo das oportunidedesercado internacional, sendo uma
mais-valia para as empresas hoteleiras Portugugsagstdo a considerar expandir-se para

outros mercados.

Palavras-chave: Internacionalizacéo, Hotéis, Coémoés, Empreendedorismo, Portugal
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1 -Introduction

1.1-The Internationalization as a global phenomenon

In the present scenario in which the countries eacoes become more global, the study of
internationalization of companies becomes more mapb. Since the middle of the twentieth
century there was a rapid and uninterrupted intematgon of firms, markets and industries
(Hadjikhani & Johason, 2002), involving various watd and inward products, services and
resources transferring across national boundavias & Zhao, 2007). The 1990s witnessed
fundamental changes in trade policies and oriemtafiboth at the global and country level,
creating an environment conducive to economic natign, flourishing world trade.
Between 1990 and 2008, the rate of growth of worktchandise trade, in volume, has been
twice faster than world GDP. World trade and GlbBerby an annual average of 6 per cent,
and 3 per cent, respectively. The respective éguwf developing economies are 9 per cent
and 5.5 per cent per year. World merchandise tehmest tripled between 1990 and 2008,
while developing economies multiplied the volumetwgir trade by 4.5, which is double the

growth of developed countri¢gsigure 1)

Figure 1 - World merchandise trade (1990-2008
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Since the late eighties, the participation of depelg economies followed a discernible
upward trend. Over the twenty-year period to 2@@orts of the developing economies rose
from 23 per cent, to a new historical record ofp88 cent, of world merchandise trade, and
from 20 per cent to 27 per cent of global trade,commercial services. The business

globalization and the companies increasing ownprshfi different stages of the production
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process, have increased the role of intermediatelggin merchandise trade, over the last
decade. A similar fragmentation of production haxerged in the field of services, increasing
the levels of company’s internationalization (Wofldurism Organization Barometer, 2010).
Firm internationalization, general understood as pinocess of increasing involvement in
international operations across borders (Welch &dtarinen, 1988) and the related adaption
to such international environments (Calof & Beami$fi95) can be considered as a major
issue of strategy driven process of many contermpdmasiness (Welch and Welch, 1996). A
firm’s response, in international markets, contdgua critical aspect of strategic decision-
making (Solberg & Durrieu 2008). Because differéinins choose different strategies to
launch into internationalization, it is importaet inderstand what drives foreign expansion
over other alternatives (Chen & Martin, 2001). dstbeen argued that every organization has
an approach to international management that infleg its international engagement (Fatehi,
1996). Centricity, defined as an organization’swagproach to international management, is
one of the key components determining the succésauttinational organizations in the
global marketplace (Heenan & Perlmutter, 1979). Tdehavioural approach of an
organisation can, therefore, be identified bothmfra management mind set, as well as from
strategic predisposition perspectives, concernimggrange of internal and external stimulus
that motivate the organization to leave the ddim@sarket in a certain time to the chosen
market within a range of equity commitment andp&rative options. In its essence, the
future of the companies will mainly depend on tladaility to master and successfully apply a
range of strategic options throughout its foreigoperation (Welch & Luostarinen, 1988).
The development of these strategic attitudes, aetlee outgrowth and the intricacy of the
internalization phenomena, with large impacts artdhllenges in its progress within

international research.

1.2-The Internationalization as a subject of resgar

Despite the topic of internationalization is divBesl, within a complexity of subjects,
international entry modes and foreign direct inwesit represent the most representative
subject of research. International entry mode s the most researched field in
international management (Werner, 2002). The mostinconly theories used to explain
internalization are based in three main paradighesmarket imperfection, the market failure

and the behavioural approaches. Representativthesfe streams of literature are the

2



transaction cost theory from Coase (1937) and ®filfon (1975), the Dunning’s eclectic
model, the Johanson and Mattson’s stage model amkB's resource based approach. Most
of these studies and theories are focused in fordigect investment and contribute to the
study of the internationalization process, as ategjic option of entry mode in foreigner
markets. Using cross sectional approach of reseanch focusing their attention on the
internationalization of production and foreign direinvestment, as cause-effect of
international engagement, the view of internalmatas a dynamic process is somehow
incomplete. According to Luosterinen (1980) and &Meland Lusoterinen (1988), the
internationalization is a process based on a sthafavioural component. Andersen, 1993;
Bell, 1995; and Jones 1999 argued that the intemgization must be understood as a
process of firm innovation, regarding its practiGesd behaviours. Recent theories have
focused internationalization as a process in whigh firms increase their involvement in
international operations, adapting their strategiesources and structure to new investments
along the time (Moreira, 2009). From this perspestithe studies of internationalization,
based on Uppsala model whereby the developmentitefiational ventures is presumed to
pass through consecutive stages of increasing comani of activities and assets (Andresen,
1993), some considerations were introduced abadyimamism of the internationalization
process. Due to the advance and complexity of fim@rnational operations, the traditional
quantitative studies and related hypothesis dewedop are no longer enough to explain the
phenomena of internationalization. Each theory yessits research by itself, and many of
them, subsist in spite of their inability to accodine growth of multinationals companies
(Hennart, 1996). More robust models are needed raeroto account the impact of
idiosyncratic factors when seeking to understaratesgic behaviour, in international markets,
in a particular context and time (Whilta, WaltergldDavies, 2007). Longitudinal case studies
are required to increase our understanding of mhernationalization development process
(Hauge & Havnes, 2001), being importantestablish patterns of strategic behaviour along
the internationalization process, as well as toeustdnd and contextualize its dynamic nature.
Researchers argue that, internal and external doere important to understand the
internationalization process (Knickerbocker, 19'Rjture research should look very different
to the one undertaken previously and welcome shwards more internalised and qualitative
research. (Litteljohn, Roper and Altinay, 2006).



1.3 -The service sector in the global scenario

The service sector has grown rapidly in importanoepoth developed and developing
countries. Services have become increasingly imaporinternational trade transactions. In
2007, the value of service exports was around Zéepé of world merchandise exports
compared to 18 percent in 1990 (UNCTAD, 2008). §hewing role of services reflects a
structural shift in many economies from agricultarel industry towards the tertiary sector
(Johnson & Turner, 2003).
Developing economies increased their share in wexjabrts of both transportation services
and travel. In the case of tourism services, theports rose to account for 30 per cent of the
world in 2008 (World Tourism Organization Barome@2010)
Establishing a commercial presence abroad is a msed by service suppliers, to provide
services in a host country, where proximity to to@sumer is needed. However, it may also
be seen as a way for a company to benefit fronspleeialization, in specific sectors, in order
to supply better and cheaper services (either teoouce some activities or, to further provide
these services on the export market). Commerdiekgmce has been an increasingly
important mode of supply for developing economiégcording to the UNCTAD'sWorld
Investment Report 2009putward foreign direct investments (FDI) from dephg
economies in the service sector amounted to USH&Mbin 2005-2007, up from
US$2 billion in the years 1989-1991. Within the saperiod, their service-related foreigner
direct investment (FDI) inflows also increased ddesably, from US$11 billion to
US$208 billion. Finance and tourism services were main target sectors. Due to the
heterogeneity of different companies in terms divdyg, size and location, one relevant
aspect of the growing importance of the serviceaase modern economies, refers to their
internalization patterns (Castellacci, 2008). A pamson between firm’s competences and
market characteristics should be a useful tooldetermining how international activities
should be planned and organized (Gronnhaug & Hadgla005). The developed studies,
within the service sector, gained importance briggabout the fact that, strategic options for
manufactured goods cannot be transferred to senviimeause of firm’s idiosyncrasies
(Erramili, 1990). Services industries and serviom$ have distinct characteristics which may
add risk and delivering problems to the design anglementation of global services
strategies (Horn & Faulkner, 2010). In most of do#ivities of a service firm, service cannot
be decoupled from the costumer experience with dperational and strategic flexibility,
while the costs and service delivery risks for@bgl strategy remain high. We should bear in
4



mind that, the firm’s own experience and relatype of knowledge, an be a critical sourc
of firm-specific advantage in the service sector. Thigiqudarity is obvious in the hott
industry, where relatively few studies have atteedpib apply conceptual models to expl
the internationalization process (Johnson &netti, 2005). Substantial effort has be
devoted in the last decade to enhancing the theakeinhsights of the application
conceptual models to tourism, but a paucity oflietsi have considered the international h
sector (Mace, 2005;Litteljohi2007)

1.4-The Internationalization in hotels: General aspestsl developmer

The hotel industry is of central importance to thevelopment of travel and tourism. It
complex and highly competitive, and over the recgetades has witnessed unpared
growth driven principally by globalization (Faya®t Garrod, 2005). It is by nature :
international sector, since most hotels have receforeign guests at one time or anot
thus exporting hospitality services and generagixyport income. It ishus perceived, as beil
one of the most ‘global’ in the service sector tgljphn, 1997).Although the evolution ¢
tourism in the last few years has been irregulaoyltVTrade Organization (WTO) maintai
its longterm growth forecas(Figure 2). The mderlying structural trends of the forecast
believed to have not changed significantly. Expe&éshows, that in the sh-term, periods

of faster growth alternate with periods of slow\gtio.

Figure 2- Forecast Tourist Receiving (WTO)

VT 0 Tourism 2020 Vision: Forecast of iInbound Tourism, VWorld by Regions
International Tourist Arrivals by Tourist Receiving Region (million)

Base Y ear Forecasts Average Annual Harket share
Growth Rate (%)

1995 2010 2020 19952020 1995 2020
Viforld 5654 1,006.4 1,5611 41 100 100
Mrica 20z 470 73 R 36 ]
Americas 1089 1904 2323 39 193 181
East Asia and the Pacific 4 1952 972 6.5 144 5.4
Europe 284 52T 3 70 30 594 459
Middle East 124 i 40 7 22 44
South Asia 47 108 183 6.2 07 12
Irtraregional @) 4641 TI09 11823 kX $2.1 754
Long-Haul {) 1013 2165 Ta 5.4 174 242
Source: iodd Tourism Onganization (T 0) @ (Actual data as in T O databaze July 2000)
Motes: [a] Irtraregional incudes artivals where countryof origin is not specified

[b] LongHaul is defined as everghing exceptintrategional traw!
Despite this irregular trenthe development of growing strate¢ remains «hallenge for the
leisure service sector, with a particular empl on the hotel industryThe hotel industry i



characterised by high capital intensity, contrasyother industries in the service sector
(Contractor & Kundu, 1998), and, in terms of logisind supply chain, can be compared to
manufacturing operations. Hotel companies, althobgimg only a numerical fraction, of
organizations operating in the service leisuremetiave a disproportionately large influence
on the development of operations in the sectorviBye of their cross-border activities, they
have an important role in the transfer of knowledgysgween markets (Alexander &
Lockwood, 1999). Globalization continues to be gam&rend in the world’s hotel industry,
due in part to the saturation of domestic markatsleveloped countries (Zhao & Olsen,
1997). For their future survival and growth, margteh firms, in these matured markets,
decided to exploit new world markets.

Financial markets were pioneers in the seventiesipplying capital to hospitality industry.
According to Go (1988), the hotel investment ofereompared to other types of businesses,
accelerated the value of these, being initiallydesh by the capital market. The pressure,
exerted by the capital market on the American hodehpanies, to increase their productivity
and at the same time diversify their risk, congtiluthe greatest force for their exit to other
markets and the adoption of more flexible formsmainagement. However, the recession, in
the early nineties, and excess capacity resulted more difficult access to credit. Thus,
multinationals Americans found themselves obligedseek other forms of growth through
mergers and acquisitions with companies from ottwintries, giving a big boost to the
global consolidation in the sector. According tosél, Crawford-Welch and Tse (1991)
recession in the early nineties, the introductind segulation of the real estate markets and a
general decline of inflation, globally, has chandlee perspective of investors of the capital
markets. However, in Western Europe the picture diferent, since the initially the
European chains are traditionally more inclinethteest capital itself, for its expansion.
Transformations in the international travel sectover the past 45 years are of such
magnitude that it would be surprising if the hatedustry presented no changes (LittleJohn,
1997). According to the International Hotel Assticia (IHA) 2011, the hotel industry were
fragmented, dominated by small — medium sized caomega with slightly differences
between different regions of the world but withleat trend towards sector’s consolidation
in large corporate groups According to IHA (201b¥pitality data base, the average size of a
hotel is 78 rooms in Europe, and 96 in North Ameriwhile the staffing profile per room
averages is 0, 6 in North America, 3,0 in Asia 8rislin Western Europe. Given the almost

20 million classified hotel rooms, the global cagiton room penetration rate of the top-ten
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worldwide companies, in end the of 2010, was 32%cpeat, with different patterns for USA
and Europe. In Western Europe the penetration ige2Zent against 65 per cent in the USA
(MKG, 2011). Around the globe, the average splitbaghdomestic and foreign clients are
50/50, with an orientation for business and leigtaeellers. Much of internationalization has
been based on North America and European big bdamdenpanies. Originally, those
companies had strong formal vertical links withliags and tour operators, but changes in
ownership in the 1990’s have slowly loosened thieds. There is a tendency for large hotel
groups to develop a range of the brands whererdifteproduct/service specifications are
intended to meet different market segments (Lockivand Alexander, 1991). The world’s
top 20 chains hotels brands together saw theiraglaiiom availability increase by 3,5% by
the beginning of 2010. To this contributes the esiee development plans in new
international markets, namely China, India, the I East and South America. The ranking
of hotels groups in the European Union (Tableontinues to be dominated by Accor Group,
which has three times more rooms than its strongmsapetitor, Best Western. The European
market is under constant restructuring leadingh® disappearance in mature countries of
thousands of obsolete rooms that no longer correspo market needs. According MCG
hospitality study in 2011, the market share of Isoi® growing, in a shrinking market, with a
major portion of the new supply, as the resultafversions.

Table 1 — Ranking of hotels group&urope (MGK hospitality 2011)

Rank Hotels Rooms
Hotel Group Nationality
01/01/2012 01/01/2012 01/01/2012
1 ACCOR FRANCE 2345 254 553
2 BESTWESTERN USA 1316 89743
3 INTERCONTINENTAL HOTELS GROUP GB 559 86780
4 GROUP DU LOUVRE FRANCE 956 67 687
5 CARLSON GROUP USA 253 51498
6 NH HOTELS SPAIN 356 51498
7 WHITBREAD HOTELS USA 606 45 496
8 MELIA INTERNATIONAL SPAIN 201 45145
9 HILTON WORLDWIDE USA 184 43189
10 TUI HOTELS & RESORTS GERMANY 161 40804

Source: MGK hospitality 2011
Despite the moderate growth, and the difficultie®btaining financing, there is a clear sign

on hotel consolidation in hotel business, basethanket share and geographic availability
goals.



Nowadays, customers, particularly those makingletsourcing decisions for business
travellers, place a premium on the broad geograpkalability of the product and the
provision of a given set of services that meet mdast quality standards. Management
attention to global branding and positioning, addpendable quality reflects the need to
project a common image that provides assurancestmimers purchasing intangible service
products, internationally. At the same time, mayeh customers and international leisure
travellers are also often interested in a unigyaeegnce which reflects the foreign context.
Thus, there is a need to be ‘responsive’ in areah as facilities, amenities and the service
portfolio offered (Whitla, 2007).The smaller anddnan hotel chains perceived factors, such
as the ability to form a network of strategic altias, size and brand name a big disadvantage,
comparably to their large competitors (Johnson &nétd, 2005), making their strategic
planning a creative and challenging task. A new aigeurism, with experienced and more
sophisticated travellers, will generate super segation of the markets (Fayos, 1996). The
revolution of technology and transports constituées opportunity for smaller groups to
explore new forms, growing expansion in their inggionalization process (Chen, 2005). The
ability to manage and build networks, within the MdoVide Web, will bring large benefits
to the internalization of small and medium compani€he growth of networks in small
chains will provide access to groups which, othsewwould be difficult to enter (Poon &
Jevons, 1997). The fast transformation of industnyironments is changing the attitudes
towards internationalization on hotels businessating new emphasis and patterns on their

international operationg4ble 9.

Table 2 — Hotel Patterns of internationalization

Old emphasis New emphasis

Value created with strong vertical links withvalue added through flexible links with wide

chosen suppliers numbers of suppliers

Economic of scale Economics of scope

Focus on centralized and global strategies Focustemal competences and local strategjes
Growth strategies use standardized service. Grdlexible strategies targeted at international

and local marked.

Operation focus Knowledge focus

Internal centre-periphery relationships Internal danlocal networks important;

communication within and across the organization

Market follower Market gaps identified

Ethnocentric Polycentric / Geocentric

Adapted from Litteljohn, 1997




Other authors consider that, the ageing of pomnathe climate change, the customer needs
and values are also expected to influence therpatief behaviour on hotel globalization.
According to Go and Pine (1995), a growing numkedamestic business are being drawn
into the global arena. The main reasons for tisahhe weakening of growth opportunities in
some emergent economies, which is pushing firmexmand into foreign markets, and the
fact that corporations based in developed econgnaies being pulled into fast growing
markets in search of growth opportunities. The mogtortant effect of globalisation is,
therefore, an intensified competition through markgtension. Hotel businesses operate
globally and many have opted for a competitive ativge of internationalization. Regarding
the hotel industry, and according to Go and Pirg9©%}, there are four major drivers at the
heart of its international involvement: competitiggovernment regulations, costs and market
changes(Table 3). We can add that all of these factors are embedidadformation and
communication technology, which is having a majtifuence at any level. These drivers
render it profitable to make a greater or lesseraighe global strategy ‘levers’, which can be
conceptualised in terms of a continuum, ranginghfedmulti-domestic’ strategy to a ‘global’
strategy (Whitla, Walters, and Davies, 2007). Enae gathered from industry experts and
senior executives reveal that the patterns of esfsatand operational policies are most
influenced by market drivers, while cost drivers dot have a dominant impact in the
industry, and government and competitive drivers aot very influential (Whitla et al.,
2007).

Table 3 — Internationalization drivers of hoteluistty

Market drivers: Global costumers and channels Qostwneeds
Government drivers: Market regulations Change Agient
Cost drivers: Scale and scope economics Differenceountry costs
Competitive drivers: Networks Global strategy

(Adapted from Go & Pine 1995)

1.5 -The internalization of Portuguese economymé&bindings on tourism sector

In 2006, the Portuguese exports of goods and ssrvexperienced a strong growth,
increasing at a rate of 13, 6% in nominal termstif@uthe preceding six years (2000-2006),
the average nominal growth rate of the Portugugperes was only slightly above 3% (both

for the exports of goods and for services).

The growth, occurred in 2006, interrupted the detation of the export-to-import ratio and

gave way to an increase in the exports-to-GDP ratiich was declining since the early 90’s.
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The exports reached 31% of the GDP, the highesewsihce 1992. This suggests a return to
the long run trend of increase in the opennesstiigaPortuguese Economy experienced since
the beginning of the 1960’s until 1992, which sitisen seemed to have reached a maximum.
This expansion reveals that there is still an intgrarscope for the internationalization degree
growth of the Portuguese economy (Cabral, 2008).

In 2006, the tourist arrivals increased 6.3% (1rhiBions) corresponding to a total of 6.6
million euro of revenue. This growth was superiorthe average World and European
figures, below Asia and South America, reflectimme gaining in world-income market
share. According to the PENT (Strategic NationanPfor Tourism), the tourism sector
contributed with almost 17% for the Portuguese GiPR008, with a forecast of increasing up
to a 20% contribution, by 2018. The hotel sects ha important weight in those figures,
strongly contributing for the image of Portugal meas and for its competitiveness in
foreigner markets. The hotel's capacity grew in gt 20 years more than 20% with an
accent of a requalification in terms of quality aefficiency, increasing the standards of
service and management capabilities. The geogralpbancentration of hotel's investment
reveals the traditional importance of destinatibke Algarve, Madeira and Lisbon, but in
recent years, consequence of the segmentatiore ohénkets, there was a clear tendency for
hoteliers to invest in other typologies all ovee thational territory. Despite this, the hotel
business model was still based on family businegsttsan average of nine employers and
28 rooms. Only a fraction of 12% of the Portugubséels companies had more than 20
employees, reflecting a fragmented sector. Theoséatal revenues represented more than 2
000 million euros in 2006, with an 80% market shéme the hotels with more than 20
employees. From late 2008 to the economic dowrbegan to set the pace of slowdown of
the dynamics of hotel investment in Portugal. Neagly/, adjustment measures to uncertainty
and market volatility were responsible for deepngjes in the overview of our business in
Portugal. In the last five years, there was ardiradency for company’s consolidation in the
sector hotel, consequence of international toumsanket pressure and international rivalry.
At the same time, some Portuguese large compaf@s) other consolidated sectors,
diversified their activities entering the hotel mess, bringing new and more innovative
management techniques to the sector. In the presanext, with increased competition, the
pressure on the price has led to the phenomenoonsblidation to be a reality. According to
a September 2012 report of the DRT (Directoratee@drof Tourism) as by the end of 2011,

63.3% of hotel rooms are already integrated inlrgr@ups (firms with more than a hotel and
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about a trade name common) and 36.75% belong tmdependent entrepreneurs. Thus, the
context of increasing globalization and the worlkcbromy, in the services sector, has
emerged a new paradigm in the development of thel Isector in Portugal. The boost of
internationalization phenomenon and the integratbriourist real estate activities, in an
effort to attract more capital, were two realitissfavour of the tourism sector development,
in Portugal.

The Pestana Corporation, pioneer on hotel interatiin, is the largest and top ranked
company among the Portuguese hotel groups, witlolzalgand diversified presence. The
group strengthened its positioning in the 2000 & whe grant concession of Pousadas de
Portugal and in this present year, of 2012, hasadly two hotels in European capitals.
Although the growing of Portuguese hotel groupssaittinsignificant, comparing with other
countries like Spain, France, UK and USA, in theerg years some other Portuguese hotel
companies expanded their business from local &rnational activities engaging different
strategies. The Vila Galé Group, with activity aller national territory, has an important
presence in the Northeast Brazil with a full rarjeproperty resort hotels. From another
perspective, the Odasis Atlantico Group has borermational with activities in Cape Verde
and Brazil. The Porto Bay Hotels, a strong refeeeindhe luxury resorts existent in Madeira,
has begun its internationalization to Brazil usasngetwork of alliances with other Portuguese
companies. As mentioned before, some of the hatetnationalization moves, in Portugal,
are also consequence of diversification strategidarge non-hotel companies, like Amorim
Group in association with the giant ACCOR and BE®Up with the Tivoli brand. As in
other parts of the world, the international expanss not exclusive of large companies, and
some Portuguese independent hotels and small-mesiagd groups like Sana, VIP, Dorisol
and Enotel have undertaken foreign expansion tsiBemd to some PALOP countries.
Unlike other European countries, where the indusrglready a consolidation process, in
Portugal the phenomenon is relatively recent anllides very few companies. Only recently,
some Portuguese hotel companies, due to differgatnial and external factors, begun to

think more seriously in internationalization of ithactivities.

1.6 —The interest and personal motivation to camy the study in this research area

The global economy is being driven by the rapid ancestricted flows of information and

people. This is a worldwide phenomenon, especiiigracteristic of the developed world,

but showing a strong growth among emerging marKéts dynamics on the world economy
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provide the basis for tourism, which is now seeraa®mmodity for a large number of the
world population. The majority of tourists are angted from, and travel, between developed
countries; nonetheless, tourism to the less deedlamuntries is becoming significant and
increasing. This evolution has lead to a growingontance of emerging destinations, most of
them in Asia, Brazil and emerging African economi€ke increasing importance of these
markets, as tourism and business destinationdhdws originating investment by worldwide
economic agents, motivated to seek for scale, sangdearning economies, and the desire to
enter markets globally. The international hotelusitly is a dynamic industry sector, showing
a growing trend in terms of properties and roomighdugh independently-owned properties
represent the majority of rooms worldwide, therevwidence of increasing consolidation in
the industry, with the major chains growing strgnigi number of rooms and in the influence
they exert upon the industry (Breda, 2010). THherimational hotel sector is dominated by a
relatively small number of companies, based inva developed countries, in particular the
United States and some European countries. Nomsthat is worth to note the emergence of
other peripheral European countries that engagehendiversification of its own markets
following the emergence of new tourist destinationgile in 1950 the top 15 destinations
absorbed 98 percent of all international tourigivals, in 1970 the proportion was 75 percent,
and this fell to 57 percent in 2007, reflecting #rmaergence of new destinations, many of
them in developing countries (UNWTO, 2008). Ovendj more and more destinations have
opened up and invested in tourism developmentjrigmmodern tourism into a key driver for
socio-economic progress. The generalised expansiothe tourism sector, allied to an
increasing dispersion of tourists and diversifatiof destinations, have created new
challenges to companies that are now striving teehan international presence and to be
competitive in the global market. The current exséérenvironment, characterized by the
interdependence of economies, the globalisationmafkets, and the deregulation and
globalisation of competition, has created new e@mgles to Portuguese tourism companies,
but also opened up new opportunities that pushedpeaaies to adopt internationalization
strategies. The internationalization of the Porasgueconomy and companies is a very
contemporary and relevant issue, having acquireédant years a projection and dimension
that have never accomplished before. These changles international scene, along with the
opening of the Portuguese economy to the worldiregrimary motivation and purpose for

studying how the Portuguese hotel companies hds with these challenges. Globalisation
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poses a big challenge to these companies that stirg¢ for increasing competitiveness
(Breda, 2010).
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2 - Research problem

2.1 - Introduction

Since the middle of the last century the world hétmiessed an increasing involvement of
firms in the internalization process. This realitygs consequences not only on the firm’s
behavior, but also in the international busineseaech. Foreigner market entry has been a
popular international business topic research dutire last couple of decades (Benito &
Gripsurd, 2005). We have witnessed the developngnta number of concepts and
frameworks, addressing the dynamics of the inteynalization of the firm, in order to
understand the complexity of the phenomena, iredfit sectors and markets, within their
particularities and contexts (Johanson, 2002).cdmeept of internationalization as a process,
mainly explained as a phenomenon of internationairtess, started to be understood as an
entrepreneurial process in the early 1990°s. Degfithat, most of the literature studying the
concept has so far focused mainly on manufactundgstries, neglecting the service sectors
(Castellaci, 2010). While, typically, in the manctiaring companies, the motivation to enter
in a foreigner market is to exploit location adwges in production costs and access to
resources, in a service industry the entry in aifprer market by is more likely to be
motivated by the exploitation of the firm speciidvantages on demand markets (Benito &
Gripsurd, 2005). Most of the service sector is dated by small and medium enterprises
operating in fragmented markets with limited acces$inancial and managerial resources
(Cavusgil, 1984; Erramili & D’Sousa (1993); O’Gormé& Mctiernan, 2000). In the context
of internationalization, those characteristics ntegve some impacts on their ability to
demand for an international venture. SME’'s face sasrable barriers when
internationalizing and consequently most of them e internationalize (O’Gorman &
Mctiernan, 2000). Like almost other service indigstrPortugal’s hotel industry still remains
dominated by small and medium groups, mainly witfamily shareholder structure, with
critic resources constraint and centralized orgernal structures (Caldeira & Ward,2002).
The recent venture in engaging international atisj by some Portuguese hotels firms, is a
phenomena not yet studied, therefore, being anrtymty to investigate the firms resource
profile and to highlight the motivations of intetimmal engagement and related strategic
orientation.

The Portuguese market it’s characterized by stseggnentation, with 63.3% of the housing
units to integrating hotel groups, while 36.7% Ipgido independent entrepreneurs (Atlas

Hospitality Deloitte, 2012). A total of 1,508 tosm enterprises, accounting for nearly
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119,000 room uits, make up the fabric Portuguedel ho late 2011. The group Pestana
Hotels & Resorts / Pestana Hotels continues to teadranking of hotel groups with more
units (6483), followed by groups Vila Gale Hote®3808) Accor Hotels (2,890), Tivoli Hotels
& Resorts (2,453) and VIP Hotels (2,312). AccordiogDeloitte study carried out in for
2011, these positions have been undergoing chamdesh reveal the global reality of the
Portuguese market. Although, in international termas observed some dynamic, nationally
mergers had some decrease, not having recordddsthvo years major operations. Outside
intervention of the IMF pushed some Portuguesernatenal investors, who now begin to
look again at investment opportunities (Marrdao, 20h terms of typology of tourist hotels,
the hotels of three and four stars continue to garedate, representing more than half of the
total market. As to the geographical concentratidtigarve leads with 27 percent
concentration of tourist hotels (402), followedthg North (20 per cent corresponding to 305
projects), Centre (18 percent corresponding to,2a18) Lisbon (15 percent matching to 226).
The autonomous region of Madeira and Alentejo keight percent of the market share and
the autonomous region of the Azores, four percé@hie increased competition, pricing
pressure and margin deterioration require improwfiigiency of hoteliers. In this context, it
is expected that in the coming years there is radtiid concentration, through acquisitions,
being the differentiation and the market expansionay to avoid direct price competition.
Strong pressure on prices in the hotel, includimg associated product beach can only be
minimized if there is innovation in the approachthe market and differentiation of service
(Marrao, 2012).

2.2-Purpose of research and its implications

Internationalization is an important strategy fomk to overcome constraints of small and
peripheral markets. According to Hymer's (1976) kearimperfection theory, the firms
constantly seek market opportunities and theirgil@cito invest overseas is explained as a
strategy to capitalize on certain capabilities, stwdred by competitors, in foreign countries.
The recent venture in engaging international aotisj by Portuguese hotels, is a phenomenon
that has not been previously studied, thereforeeggmting an opportunity for future research.
Research in the tourism sector in Portugal is wtiits infancy; representing then an area in
need of more studies, particularly, in the inteoralization of the hotel sector (Carvalho &
Sarkar, 2008). Grounded in the literature, theopse of this research is to develop and test a

conceptual model to explain an entrepreneurial @ggr of the Portuguese hotel
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internationalization, contributing and adding nemsights to international management
research. Congruent with a new vision internatiaasibn, where the benefits of opportunity
identification and exploitation are levered by n@ses and capabilities of the firm in a
proactive and entrepreneurial behavior (Zahra &wsar2000), this study seeks to test the
linkage between the motivational proactive drivargl international engagement. It also
proposes to understand the linkage between theetddat firm motivational drivers with,
time of entry, market selection and entry modetagjias. It is not only important to identify
the international drivers, but also its impact mmfs strategic behavior (Tupurra, et al.2008).
In terms of theoretical implications, this reseaweiti attempt to contribute in four ways.
Firstly, testing the empirical validity to previdysintested claims about the importance of the
internal and external drivers, on firm’s motivatitm undertake and carry on international
operations. There is a lack of knowledge regardegfactors that drives exporting attitudes
(Leonidou, 1995) and there has been little efforexamine internationalization motives as
they relate to (Pett, Francis and Wolff, 2004).

It also tries to prove that the integration of @iffnt theories within a holistic approach, the
more adequate, to explain the behavior of firms matagers. This research suggests a need
to integrate different theoretical perspectivesexplain the international engagement of the
Portuguese hotel firms, always bearing in mindeatral premise that the direction of firm’s
market diversification is believed to be due to ttegure of its available resources and the
market opportunities. This integration is supported several theories and paradigms of
internationalization, with the purpose of giving m@onsistency to the model and its internal
validity. It also aims to strengthen the new inssgbn International Entrepreneurship theory.
Keupp and Gassmann (2009) called for more theatetictegration in International
Entrepreneurship research. While the presence rtdicelype of internal specific resources
may induce a firm to become international (Barn@91), this integrated model also claims
that firms have an opportunistic behavior when eitiplg market opportunities to leverage its
resources (Dunning, 2000), in a combination of watwe, proactive and risk seeking
behavior (McDougall & Oviatt 2000). Following thigme of reason, as firms engage in
international experience they are likely to pereaivore uncertainty in international business
operations, having a better understanding of folignarket forces and, in turn, are more
competent in seeking, identifying and exploitingrked opportunities (Morgan & Katsiskeas,
1997).
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Wright and Ricks (1994) called for researchersxan@ne international business issues in an
integrated multidisciplinary way, while Young et(2D03) called for more focus on the
environmental and institutional approaches, as veall innovation and resource-based
perspectives (Coviello et al. 2011). Contemporasearch, in more traditional activities, has
identified an entrepreneurship culture that relipsn international market orientation, unique
skills and propensity for learning, network oridida and opportunity seeking. These
determinants forming a particular cultural settoan, holistically, explain the international
market engagement. According to Marion Jones (2004ure research in international
entrepreneurship should, move more increasinglyatds/ recognizing entrepreneurship in
traditional industries and companies, not just ighktech born global companies, but also
towards further discussion of entrepreneurial aks$ or opportunity-seeking behavior. The
combination of behavioral, resource and entrepnestgu perspectives is present in Perks and
Hughes (2008) and Zahra and George (2004) studiesapture the dynamics of the
internationalization business strategy at the fawel. Applying constructs developed in other
disciplines provides us an alternative way to sttidymechanisms underlying the growth of
international new ventures (Jones & Nummela, 2008).

The third contribution of this study lies on theevdlopment of a new vision of
entrepreneurship beyond the focus on hi-tech b&ohad) firms and entrepreneurship as an
individual act. The definition built on recent vimigs in the field of entrepreneurship that
highlights the importance of the opportunity reatign, discover and exploitation (Zahra &
Dess, 2001) and how the firm specific resources capbilities can affect positively those
goals (Zahra, 2000), are consistent with a constmist view of entrepreneurship, where
accumulative capabilities built through time in thdomestic market, enables
internationalization. International entrepreneyssisi not so much about the skills of making
the opportunities happen, but the correct skillthatright moment allowing, maximizing an
opportunity in front of a situation (Fletcher, 2004t is important to better understand
whether international entrepreneurial firm behavwsodue to the profile of the firm leader, the
nature of the firm resources and competences, dyétworks involved or by the context in
which, all these are placed (Coviello et al. 20Ribgplly, but not less important, is that
Portuguese hotel firms are clearly different frdrage focused in previous hotel sector studies
such as in, Dunning and Kundu (1995), Rodrigue022Gand Whilta, Walter and Davies
(2007). They are smaller, younger and operatesmall and peripheral market (Carvalho &

Sarkar, 2008).The differences between company sindsmarket contexts are important to
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understand the internationalization process (Gor&aicTierman, 2000). The identification
of Portuguese hotel industry drivers of internagioexpansion into international markets has
also significant practical implications. The fingsof this research could help in determining
the importance of the Portuguese hotel resourcefilgroon the formulation of
internationalization strategies, providing a betiaderstanding of the process itself. Due to
the size, and the fragmented nature of the howbsewith limited resources access, it is
important for managers to understand the importahdeternal competences to better search
and explore foreigner opportunities. Entreprerf@prdhas been further defined as the
identification and pursuit of opportunity, regashieof the firm’s current resources (Stevenson
& Jarillo, 1990). Another practical contributionts stimulate a proactive and entrepreneurial
managerial behavior, in terms of exploitation, agloration, of specific resources and
capabilities. Global market success does not oelyedd on a firm’s given portfolio of
resources and capabilities, but also on its capdat reconfigure and adjust them to
international contingences (Kogut & Singh, 1988hderstanding and analyzing the reasons
for the involvement of Portuguese hotels, in indgional operations can, somehow, leverage
other national companies in the industry to follaw international market engagement and
therefore contributes for the development of theaeand the Portuguese economy. Given
the Portuguese market size, and the populatioote firms that have internationalized, there
is still scope for others to follow them. This woskeks to provide guidance to these hotel
firms that are more likely to enter the internaibrmarket, taking into account the
international experience of its predecessors, immgeof attitude and strategies. The
understanding of market contexts and its evolutimderpinning the importance of the
development of certain critical resources and cdempes are useful for potential
international hotel firm followers. In the same serthat many international hotel groups have
already used the successful experience of otheis,expectable that others to follow their
examples. First movers, in an industry like tourismay actually suffer from the resulting
positive externality of identification and explditan of an opportunity (Cohen and Winn,
2007). This occurs because once an opportunitypbes showed to be profitable; others will
tend to adopt the same behavior in line with thie @f market imperfections regarding
entrepreneurship and international activities. ®hservation or not of these assumptions and
their practical implications are one of major oljges of this work. The degree of learning

and cooperation between the companies, accorditigeiostrategic behaviour pattern, can be
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explained after the data analysis, taking into anotothe different timing of

internationalization in hotel sector.

2.3 -Caveats and limitations of previous research

Internationalization is a process which complexitgkes its explanation more difficult in
terms of one single theoretical perspective. Thedrfer a new perspective to explain firm
internationalization is mainly due, the complexfythe internationalization concept (Mejri &
Umemoto, 2010). Most of the theories do not expiaiarnationalization as a whole process,
focusing mainly on market choice and entry modatsties, limiting the scope of the
research and its findings to experienced and mahteenalized companies in big markets.
Much of the research within the field of internatib business has examined firm behavior in
relation to the variables that affect the firmmsdgic responses (Solberg, 2002). The changes
of world international business, with the emergmgortance of small and medium business
in small and competitive environment, are a chakefor the researchers when explaining the
process of internationalization. The use of theot® explain internationalization must be
more balanced and explorative in order to develofhér conceptual models and theoretical
frames, between entrepreneurship, strategy anchattenalization theories (Madsen, 2005).
The attempts to integrate different theoreticalspectives, for better understanding the
phenomena have already been done. Coviello and MagA1998) integrated the network
perspective and the stage model approach to leqpdain the small and medium-sized firm’s
internationalization process. Research on hotefmalization should look very different to
that previously undertaken, with more internalized qualitative research (Littlejohn, Roper
and Altiney, 2005). While most of studies have aesed what established hotels
performance, regarding the “where” and “how” opipin the internationalization, there is
still little concern with “why” and “when” questi@n Related literature shows that
internationalization is a phenomena influenced bywanber of factors such as, firm
characteristics and environment. Therefore, to tstdied internationalization, it is necessary
to study the factors that make it happen or at lggsmain ones (Mejri & Umemoto, 2010).
Few studies have considered, why a firm is motov&eundertake international market entry
(Perks & Hugues, 2008), being important to findfif ‘between firm’s motivations and its
strategic orientations (Tuppura et al, 2008).

The Resource Based View explains how firm resoumbeges differ in firm strategic

orientations, but the resources themselves do omtitute a distinctive competitive base of
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strategic export competitiveness (Zou & Stan, 1998 firm needs to deploy the resources
using organizational processes to affect a deginelAccording to the approach, advocated
in this work, it is important to understand thatniot only just the existence of resources that
can trigger the internationization process, but hbese resources are used (Tupurra, et
al.2008). The ability to convert those resources afinal competitive advantage is the key
for the firm to create a unique position in theeemall market (Weerawardena, 2007). Despite
scholars, distinguishing between resources fronaluiéipes, this is still a diffuse field when
defining and linking both concepts. Barney’s ReseuBased View suggests that firms in a
same industry perform differently, because theyediin their resources and capabilities.
According to Teece (1997), competences or capisilihust be built along a period of time,
and, cannot be bought. Even though, there are fedies that have considered the firm’s
resources and internationalization strategies, tl@necting role of firm’s strategic
orientations has not yet received the attentionitigeserves (Tupurra, et al.2008). In contrast
with the static nature of Resources Based View, aiendynamic approach to resources
deployment suggest that the firm needs to deveapallities to identify and respond to
market opportunities (Jarvenpaa & Leider, 1998)puinsuing international opportunities, the
firm must devote scarce resources, under uncentarket condition, in a combination of
entrepreneurial and proactive behavior (Perks & Hésg 2008). In conformity with these
previous reflections, and along with the complexiof the different forms of
internationalization in the service sector, witldifferent contexts and markets, this study
constitutes a challenge for international managemesearch, forcing the actual researchers
to deal with some emerging and complex conceptahat refers to internationalization, the
empirical findings have been mixed, presumably @udifferent types of samples, different
conceptualization and measurement, and differeatyical approaches (Cavusgil & Zou,
1994). The manager’s perception that internatioparations can bring benefits, in terms of
performance, is one of the main drivers of intaomatl expansion (Papadoulos & Martin,
2010). However, despite the existence of studias prove this fact, in terms of first order
motivational factors highlighted by Dunning (1998)d Beattie(1983), the essence of the
explanation of what drives a company to internai@e has to be essentially focused in
specific reasons based on internal and extermalbis (Albaum & Duerr, 1989). Identifying
the drivers that motivate the act of internationadrket entry is essential to explain the
phenomena of internationalization (Perks & Hugl#)8). This is fundamental to carry on

studies, in order to cover different types of seevirms, in other market contexts. Although,
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within the service sector, the hotel industry islied in soft services such as banking and
retail distribution, these services cannot be etgaband, in most of the times, require major
local presence, as production and consumption aigwltaneously.

Portugal is a small and peripheral market, withuratconstraints where the phenomenon of
the internationalization is taking its first stejis.this context, this study represents an effort
to uncover the implications that specific charastas of this type of services within, a small
and mature market, may have for the understandinie internationalization expansion.
Considering the motivational drivers, as the indej@at variables, it is possible to frame the
internationalization approach of Portuguese hotehd and, therefore, better explain the
different internationalization strategies. Even utfjo, the international Portuguese hotel
groups are not homogeneous, in terms of age aedlsize are some similiarites concerning
ther strategic moves, in the international markéis fact represents a challenge for
researchers to develop new insights in this fididtady, identifying the causes for these
similarities and differences and even indentifytgais of behavior. Thus, in accordance with
the previous reflections, two important questionssa regarding the internationalization of
the hotel sector in Portugal. First, the reasorad #ncouraged Portuguese companies to
internationalize and, secondly, which strategiesevaslopted to fulfil the internationalization
process. Based on these two research issues, sphiege of a deductive theoretical model,
the goal of the study is beyond finding and expiegrthe main motivations of international
engagement, it is also to comprehend if the stintbét drive companies to internationalize

are, somehow, linked to the development of theesjras in their international engagement.

2.4 — Research Questions

Having in mind that the research aim is to testitileage between the motivations and related
stimulus internal competences and environmentalodppities, to undertake and carry
operations in external markets, we should be ableldrify these two issues. First, is the
possession of resources and competences builtnmestaec market enough to motivate the
Portuguese hotel firms to go abroad? Second, &reite and experience, in the domestic
market, important to motivate the Portuguese hdilehs to engage in international
operations? Third, if the Portuguese hotel firrpgrate in the same market, which internal
competences should be exploited, in order to batentify and explore foreigner market

opportunities? Fourth, is the strategic behaviofurection of the antecedent drivers of the
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international engagement? Therefore, and in canpd, two research questions are raised
and were the starting point for the research model:

RQ;-Why do Portuguese hotels engage in international operations?
RQ,-How do Portuguese hotels firms develop strategies in their internationalization

process?
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3-Literature Review

3.1- Contributions and Orientations

The purpose of literature review is to explore jpvas research, theories, concepts, practical
perspectives, methodologies, and philosophical ntateons discussed in a variety of
disciplines, in relation to the research problemiHis particular case, the literature review
will help to identify and define the main studig¢dagegic dimensions and to confront different
perspectives. For case studies, theory developnant part of design phase is essential,
whether to ensure the case study’s purpose isvielge or test theory (Yin, 2003).

The literature will be the starting point for demging the present research, in terms of
theoretical fundamentals of the problem, and supioorthe explanatory model design. The
intent is not only to use literature review, asuadg for pointing directions about the topic,
but also, to develop insightful questions abouExperienced investigators reviewed previous
research to develop sharper and more insightfustopres about the present topic (Yin 2003).
Future empirical studies should use common andp&edeheories to a larger extend, and
apply the theories on various international sestinbherefore, international factors can be
explicitly taken into account, while the specifieatures of international business may be
more clearly focused and perceptive of the impaeaof specific effects, of international
dimensions, compared to other previous theoretgalanations (Gronnhaug & Haugland,
2005).

3.2-Paradigms, Theories and Related Concepts

The present sub-chapter will review the main thexrdeveloped by researchers in the last
few decades, which have contributed for buildingowledge in the field of firm’s
internationalization. In the existing literaturdete is a variety of different approaches to
explain internationalization (Moreira, 2009). Alf ¢these approaches are rooted in four
paradigms. First, the behavioural paradigm, marelyresented by Uppsala’s model which,
argues that firms have an incremental behaviourtdulee market uncertainty. The other two
paradigms are economical by nature, and explainirttegnationalization by the market’s
imperfections and failures. Finally, the resouresdparadigm was the last to be developed
and assumes that the resources may yield sustaigabipetitive advantage when they are
valuable, rare, well organized and difficult to {ate.
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3.3 - The economics theories

When the neoclassic theory emerged, in which @rggied that due to domestic competition
there is a propensity for firms to engage actigitien underdeveloped countries this is
insufficient to explain the internalization of thé&rm. Hymer (1960) introduced a
microeconomic approach, focusing on internationaldpction rather than nations trade,
giving a great insight for the market imperfectiparadigm, where the commitment of
resources in an external market is a function ef ah market imperfection degree, for its
existing monopolistic advantage.

The other major contribution for the modern ecorotheories was made by Coase with the
theory of the firm. He argues that, under perfemtnpletion, the market mode is more
efficient, however, when the market fails, the filmbetter in internalizing itThis is a
combination of macro and micro economic insightst gupport the development of modern
international trade theories (Yamin, 2000).

Hymer’s theory (1976)

Also known by the market power approach, this thesuggests that firm’s main motivation
to locate production facilities abroad involves thesuing of market power to decrease the
level of competition and increase the entry basrigor outside competitors. The market
imperfections theory states that, firms constaséigk market opportunities and their decision
to invest overseas is explained as a strategypibadide on certain capabilities, not shared by
competitors in foreign countries (Hymer, 1970).ni8rexpanding abroad should have strong
ownership advantages if to successfully overconge disadvantages of operating in host

countries (Hymer, 1976).

Life Cycle Stage of the Product (Vernon, 1966)

According to this theory, during the early stagdésagproduct life cycle, a firm satisfies
demand in a foreigner country, through exporting.tAe product enters the maturity stage,
some host country competitors, motivated by high@fit rental, start producing cheaper
substitutes. The firm perceives this as a thread, teansfers its production facilities to that

market, in order to strength its market position.
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The transaction costs and Internalization theorygBey and Carson, 1976)

The roots of internalization theory go back to Rdr@oase (1937), who argued that there are
conditions under which it is more efficient forient to create an internal market, rather than
enter foreign ones; such conditions are the trdimgacosts of foreign activities. According to
the internalization theory, market researchers’lufas (such as information costs,
opportunism and asset specificity) are the maisaeathat a multinational firm must use
direct investment, instead of licensing. Multinatis with technological or marketing know-
how detain firm-specific advantages which are mtei@ within its internal market. A
multinational seeks expansion, by direct investmehen it has competitive advantages over
other firms and the firm specific advantage neemldé protected by its organizational
structure, by that, a multinational internalizes foreign market activity. Internalization
theorists suggest that foreign direct investmerum when the benefits of internalization

outweigh its costs.

Eclectic Theory (Dunning, 1980)

John Dunning has developed a framework that integraarious strands of explanation of
international production. A set of three general arterrelated principals is suggested to be
fundamental to understand international productidme three principles are derived from a
variety of two past theoretical approaches. Theegfdunning labels his approach as
‘eclectic’. According to Dunning, a company willgage in international production when
several conditions are present. A company possessdsain specific advantages not
possessed by competing companies of other nati@sa(internalise advantages), and such
advantages are most suitably exploited by the cosnjigelf, rather than by selling or leasing
them to other companies. In other words, the compaternationalises the use of its
ownership-specific advantages. The other condisaihat it must be more profitable for the
company to exploit its assets in overseas, ratham tn domestic locations. In other words,
location-specific factors play an important parnt,combination with internationalisation of
ownership-specific advantages, in determining wdetlor not, and where, overseas
production occurs. The third conditions called omh-specific advantages are assets which
are internal to a company, and which the compaewgtes for itself. These could be certain
types of knowledge, organization or human skilld #rese acquire some proprietary right of
use, for example a legally protected right. The @lodel was widely applied to explain entry

mode decisions and its basic ideas were suppoytsdueral empirical studies. But in spite of
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its eclecticism, its improved measurability, angl great explaining power the OLI model is
solely a static one. It intends to explore all impnt factors impacting entry mode decisions
but in fact fails to do so due to the neglect afiteigic factors, characteristics of and
situational contingency surrounding the decisionkena and competition. According to

Rugman (2010), one of Dunning paradigm is that tino eclectic and in many ways each of
three motives for FDI is over determined. Accordithg same author so that the level of
analysis is more correct, there should be recatich between the eclectic paradigm and the

theory of internalization.

3.4 - The Behavioural Models

Derived from Cyert and March’s behavioural theompere a firm operates in imperfect
markets, its behaviour assumes to be short teremtatied and risk averse, with implications
on the level of investment and resources commitmEms view was the base for one of the
most studied models in internationalization thetig, Uppsala Model. Proposed by Johanson
and Wiedersheim-Paul (1975) and Johanson and al®7&, 1990), this model explains the
internationalization process over time, by using ttoncept of psychic distance and
experimental knowledge, where the first conceptluarices market selection and
experimental knowledge, affecting firm’s pattern reSource commitment. The Uppsala
model, describes firms going through a series afjet ranging from no regular export
activities, through export via independent repré&seres, on to establishment of foreign
operation units A basic assumption underlying this gradual inteamatlization model is that,
firm’s move away from the well “known” domestic rkat, towards the “unknown” new
markets which, due their novelty and the firm’s smmuent lack of knowledge, are often
regarded with a high degree of uncertainty (Grogh&uHaugland, 2005). There is a basic
assumption that market knowledge and market comemtmaffect both commitment
decisions and the way current decisions are peddrmand in turn, market knowledge and
commitment (Anderson, 1993). This theory was venportant for the development of the
literature, once based on static economics modelgiggng a more dynamic approach of
internationalization, enabling longitudinal investiion and explicitly recognizing managerial

participation on strategic decisions (Erramilli &&ma, 2004).
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The network approach to internationalization (Jokan and Mattson 1988)

The network approach (Johanson & Mattson 1988)termationalization is seen as a process
in which relationships are continuously establisttEVveloped, maintained and dissolved with
the aim of achieving the objectives of the compaRglationships are developed through
interaction, in which, the parties build mutualstriand knowledge. These relationships are
connected by networks that consist of several comepancluding customers, competitors,
supplementary suppliers, distributors, agents, @multants as well as regulatory and other
public agencies (Johanson a& Vahine 1990). It suaed that, without a good network in
international markets, the company will have proidewith future growth. According to
Johansson & Mattson (1988) the internationalizat@inthe company begins with the
company being initially engaged in a network tlsapiimarily domestic. The company then

internationalizes by developing relationships ibwweks in other countries.

3.5 The Resource Based models

Barney’s resource based view

Despite some criticism, this theory gained wideagreacceptance within practitioners.

According to this theory, a firm’s competitive advage steams from its resources. The
resources may Yyield sustainable competitive adgentahen they are valuable, rare, well

organized and difficult to imitate (Barney, 199This concept, also borrowed from market
imperfection and market failure paradigm, differ@ni an essential point, the long term profit
maximization. Another important contribution forettdevelopment of Barney’'s resource
based view was the seminal work developed by Heihrose, in 1959, where it is provided

an explanatory logic to unravel causal links amoggpurces, competences and competitive
advantage. It is widely acknowledged that Penrog29%9) theoretical approach in the

seminal work “Theory of the Growth of the Firm” nead direct and important contribution

for the modern resource-based thinking (Kor & Madgr2004). The close relation between
the various types of resources and the combinatitinfirm competences such as, experience
and acknowledgement of managers and entrepreneassseen, as fundamental to value
creation within the competitive advantages, higitkgl by Penrose in 1959, were also
pioneered in the dynamic capability view perspegtivand in the development of

entrepreneurship theories.
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The exploration of a resource advantage in intenat operations, when sustainable and cost
transferable is a valid way, for the success amavtyr, in external markets. The speed and
direction of firm growth is determined by the firmexisting stock of resources and
competences (Barney, 1991). From the firm’s ressupoint of view, internationalization
should be based on firm’s competence. Accordindlyg to resource differences, all firms
should not only have different internationalizatiprocess, but also emerge in different
relationships (Moreira,2009). Barney’s (1981) tese-based view (RBV) theory also argues
that firms possess resources, which enable theath@ve competitive advantage that can
lead to superior long-term performance. Resourcasdre valuable and rare can lead to the
creation of competitive advantage. That advantage be sustained over longer periods of
time to the extent that the firm is able to protagainst resource imitation, transfer, or
substitution. In general, empirical studies usihg theory have strongly supported the
resource-based view. If a foreign firm is to becassful in another country, it must have
some kind of advantage that vanquishes the costgpefating, in an abroad market. The
perception and possession of this advantage isidedor the allocation of resources in the
international market but, should be complementeti wimarket opportunity where the firm
can leverage this competitive advantage. Thus,va vision of the relationship between,
resources and internationalization emerged, whaeeirtternationalization engagement not
only depends on a firm’s resources portfolio, dab,aon its capacity to reconfigure and
adjust those to international opportunities. Bar(391) suggests that firms get competitive
advantages by implementing strategies that exfileit internal strengths, through responses
to the opportunities of the environment. The resedrased models view in international
expansion, an extension of resource development skills with implications for
organizational learning and even extending it ehtire organization. According to Tallman
(1992) reconfiguration and creation of skills, iseoway to reduce risk and successfully

compete in international markets.

The dynamic capability-based perspective

Assuming that the possession of resources, sonmgtimenot crucial to the process of
internationalization, where the firms must develogrtain skills, to make use of these
resources consistent with the market contingendies, dynamic capability perspective
presents itself as a more dynamic view of inteomati engagement, adding an external

variable in the equation. The dynamic capabiligwii offers a suitable theoretical foundation,
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and, simultaneously, complements the resource basesghective. In contrast with Barney’s
(1981) resource-based view theory the firm needdeteelop new competences, to identify
opportunities and respond quickly to them (Jarvangalaeidner, 1998). The dynamic
capabilities’ view (Peng, 2001), in comparison,haéarlier industrial organization view, as
RBV, assigns a prominent role to the entreprenkuiesv of the firm. The mere possession of
superior resources, cannot guarantee competitivanéaige for the firm, but how the firm
deploys its scarce resources, put its capabilitedest use, invests and complements its
existing capabilities infrastructure, can bring hrability and inimitability “ to its resource-
capability framework ( Song, et al., 2007).

This multi-theoretical perspective, which combimeesironment and competences, requires a
careful consideration, so that we understand thaptexity of what drives companies to
internationalize. Cociello and McAuley (1999) camt#d what can be described as
entrepreneurial internationalization, must reqain@ulti-theoretical perspective. Young et al.
(2003) called for more focus on the environment arstitutional approaches, as well as
innovation and resource based perspectiVis.allocate view of perceived opportunities is in
line with a new vision of international managemeat|ed international entrepreneurship.

The firm internal dimensions relate to resources @apabilities that can be strategically used
by firms to undertake international operationsa ikcompetence advantage orientation or, scale
and scope economics. Resources and capabilitiedevithose that enable a company to
perform in a superior way to its competitors, orsich a way as to achieve better results.
Such resources are developed over a long periotimeg and are not easly transferable
(Diericks & Coll, 1989). Examples of those resosragclude all assets that have potential to
create value to the firm (Erramili & Sharma, 2004).

A capability or a competence is defined, as thditplof the firm to use its resource to a
desired end (Amit & Schoemaker, 1993) and conctradevel of the development, of the
firm resources into, internal competences. Incatog a more dynamic approach of
Barney's Resource Based View and, consideringjritegnal competences or capabilities a
separated variable from resources this study eng#thgshe operational capabilities, the
market capabilities and the network capabilitiescéxdingly, Day 1994; Day and Wensley;
1988; Weerawardena, 2007 and Nath, 2010) logiatioptput where a firm capability or
competence is defined “as its ability to deployoteses (inputs) to achieve the desired
objectives (outputs)”, will be used in this studg, explain (Figure 3) the relation between

resources and capabilities. Unlike Nath’s 2010 &waork, in this study the linkage between
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resources and capabilities are not made in a divagtbecause one resource can contribute to
generate different capabilities and, different tgses can generate one capability. According
to Hall (1993), the capabilities are not directbrided from specific resource possessions but
it is, inherent, in the organizations as a wholee. ietwork of those capabilities enables firm
core competences to deliver a strategic value girout the internalization process. These
core competences are defined, as organizationakgses that bring assets together (Teece,
Pisano and Shuen, 1997).

The operational capabilities, also called produchased capability, are capabilities that
enable a business to pursue a product —market fispdxisiness strategy (Cleveland,
Schroeder and Anderson, 1989). The operationakgoal to deliver the right service, to the
right client, at a minimum cost. The operationglatailities are those organizational processes
that make the firm efficient, in the service protme by maximizing the possession,

application and utilization of the firm resources.

Figure 3 — Resources angabdities input-output — Adapted Nath (2010)
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The marketing capabilities, also referred as margdbased capabilities, are defined as the
integrative process of applying the resources effitlm to perform marketing activities (Ngo
& Cass, 2009). In order to add value to existingdpcts and services and meet competitive
demands in the international markets, the marketagabilities are composed by a large
number of activities developed by the firm, in amtonation of resources (Day, 1994).
Traditionally, marketing literature has always mead marketing capability using survey
based indicators, such as knowledge of competiteffectiveness of advertisement and

managing durable relationships (Song & Banneted®7P However, some studies used
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secondary data as a source to measure marketiradpibgs, arguing that the managerial
perceptions often lead to erroneous results. Nd#tthiappan and Ramanathan, in a 2010
study, used an input-output frame to measure matkegpabilities, using archive financial
data. According to Weerawardenna (2003), the miaudketapabilities are critical to identify
and access international opportunities, in termgrafsmitting the firm’s credibility and
finding appropriate distribution and price optidosthe value of the product in its market.
The network capability is defined as the abilibyreduce risk and uncertainly, inherent in
international operations, by seeking and developpaytners’ relation for garnering
complementary resources, critical for internatiaragion. Building and maintaining relevant,
superior, and effective networks is an integral phran internationalization process (Liesch
et al., 2002). Network knowledge starts in a ptesimationalization stage and continues

during the internalization phase (Mejri & Umema26,10).

The international entrepreneurship principles

Wright and Ricks (1994) defined international eptemeurship as firm-level business activity
that crosses national borders, and, such actigitydes on the relationship between business
and international environments they operate. Mc@duand Oviatt (2000) complement this
view, defining international entrepreneurship asombination of proactive and risk-seeking
behaviour, to create value to the firm. Zahra aedrGe (2002) developed another definition,
taking into consideration that international entegy@urship is the process of creatively
discovering and exploiting opportunities that ligsade a firm domestic market, in the pursuit
of a competitive advantage.

Despite the criticism, that research in internalorentrepreneurship is fragmented,
inconsistent and lacking in unifying paradigms dneory (Jones et al., 2011, Combs et al.,
2009), this field of study encapsulates both, thehdvioural and temporal, natural
entrepreneurship, in connection with some dynamigaternational business strategy (Perks
& Hughes, 2008). Etemad (2004) described internatientrepreneurship, as a phenomenon
that incorporates multi-levels of interaction, beem firm, market and environment. Coviello
and McAuley (1999) concluded that, to understandatwive might now describe as
international entrepreneurship, scholars requirestii-theoretical perspective.
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3.6 -International Theories - Limitations and Trend

The internalization of the firm has gained interast the recent times, because of the
emerging and innovative way of doing business abrdae proliferation of new and hybrid
approaches, around the internationalization subjedhe result of that phenomena due the
limitations of the traditional theories, towardsaneternational ventures and new research
insights. The related transaction cost theories, tl@s most common approach in
internationalization research, has several linotedi Firstly, there are difficulties in observing
and measuring transaction costs, researchers lavtolrely on estimations of reduced-form
relationships between observed characteristics agdnizational forms. Secondly, under
some circumstances, transaction costs may be lbwes transaction takes place in an open
market, which in other situations costs will be &wf managers coordinate the transaction.
The internalization approach closely associated wiansaction cost, which concerns the
identification of the mode of transferring operagan which, the effective cost is minimized,
is criticized by some authors because it might @&xpthe growth of the firm, but does not
explain why firms decide to take the internatiomaly (Hennart, 1982)The limitation is
because all of those related models assume thahdhieet and all the management decisions
are rational and short term oriented. Nowadays,igudynamic nature, the business strategy
approach believes that there is a sum of deciddased on managerial entrepreneurship and
contingency practices. Another criticism, pointeid economic approaches to
internationalization, is the excessive focus oreifpmer direct investment, with little regards
for other modes of entry with large multinationaamafactured firms. The assumption of
Buckley and Carson in internalization approach domsdo justice to the dynamic nature of
competitions, in today’s fragmented market (Dunriifg5).
The Dunning’s eclectic framework, with encompass@ments of both macroeconomic
theory of FDI and microeconomic of multinationatnfi, was a step ahead on analysing,
internationalization, as a process. Somehow Dunnimgoduced new insights not only in
terms of internalization of activities but also aedjng firm ownership and location
advantages. Dunning defends internal and exteroéivations, and the firm’s capabilities as
triggers, for the internationalization process,,grattially, explaining the cooperatives modes
of entry. Although the eclectic paradigm has strpogits which make it very successful, it
cannot explain some issues like, the inward andvanat foreigner direct investment and in
effect, does not approach the internationalizadsna process but basically as a decision,
being difficult to make a comprehensive longitudiapproach, to the firm behaviour. The
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eclectic paradigm neglects the sector influendss,alliances between firms and the global
strategy (Moreira, 2009).

Internalization theory, as developed by Buckley &@asson (1976), Rugman (1981), is a
firm-level theory explaining why the firm will exiecontrol (ownership) over an intangible,
knowledge-based, firm-specific advantage. In irdération theory, all firm-specific
advantage is efficiency-based. The knowledge adgentarises from a transaction cost
economics explanation, whereby the nature of kndgdgan externality) is remedied through
the hierarchy of a firm overcoming this situationnearket failure. The other types of firm-
specific advantage, such as brand advantage, skillmanagement, and organizational
competences, are also efficiency-based and are atdig with the resource based view
(RBV). In short, internalization theory appliesrsaction cost economics and the RBV to
explain the efficiency aspects of the firms.

Indeed, contrary to the firm-level analysis at ttmge of internalization theory, the eclectic
paradigm is more of an industry-level analysis. fhegling of O, L, and | advantages serves
to explain outward FDI and, although this has flawel implications, has been mainly tested
at industry level (Dunning 1992). Internalizatidreory, as developed by Buckley and Casson
(1976), Rugman (1981), is a firm-level theory expleg why the firm will exert control
(ownership) over an intangible, knowledge-baset-Bpecific advantage. In internalization
theory, all firm-specific advantage is efficiencgded. The knowledge advantage arises from
a transaction cost economics explanation, whettebyature of knowledge (an externality) is
remedied through the hierarchy of a firm overcomihig situation of market failure. The
other types of firm-specific advantage, such asdbradvantage, skills in management, and
organizational competences, are also efficiencydasd are compatible with the resource
based view (RBV). In short, internalization theagplies transaction cost economics and the
RBV to explain the efficiency aspects of the firms.

Contrary to the firm-level analysis at the corargérnalization theory, the eclectic paradigm
is more of an industry-level analysis. The mingliagO, L, and | advantages serves to
explain outward FDI and, although this has firmelewnplications, has been mainly tested at
industry level (Dunning 1992). The distinction betm competence-based ownership
advantages and transaction-based ownership adesntagroduced by Dunning in 1981,
despite potentially misleading to scholars in in&ional business (Rugman,2010), it's

essential to reconcile both level of analysis.
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The behavioural theories, together with the intesaion theories, are the most popular to
explain the internationalization. The most représtre of them, the Uppsala model, permits
a more dynamic approach enabling longitudinal itigadons. Although explicitly
recognizing managerial participation and involvetn@m commitment decisions, this model
IS normative with a one-way stage process and dudsexplore the other forms of
cooperation and knowledge. The Uppsala model laelsedeing an explanatory model; why
and how the process takes place, and how to préddicmovement from one stage, to the
next, are properly addressed (Anderson, 1993).iddmification and the implications of each
stage, in terms of operational behaviour, wouldim@ortant to clarify the delimitation
between stages. Longitudinal analysis, should a#t)doe tried for small-sample, in order to
test the stage-model approach (Anderson, 1993). tfdmitional models, which thrived
predominantly on notion of foreigner investmentaasincreasing commitment over time, are
based on a static model of cost and benefits, iggothat in many instances, the firms
delayed their decisions to a later point in timecaading to the level or resources
accumulated to face more riskless the investmeawtaalk(Tan, Erramili and Liang, 2001).

The other, and important critic, to this sequerdiadl gradualist approach is the emerging of
start-ups, internationalizing firms, with new belwaw patterns in the international context.
Mostly, in the last decade, international entrepueship has emerged as a distinctive and
interdisciplinary steam of research, focused ordyshg the early and accelerated non-
conventional internationalization process (Criag8anchez and Ortega, 2009). The changes of
international world business, with the emerging am@nce of small and medium business, in
new technological and competitive environment, tiee of theories, to explain the
internationalization has to be more balanced angloextive in order to develop further
conceptual models and theoretical frames betweetregeneurship, strategy and

internationalization theories (Madsen, 2005).

3.7 - The Internationalization process

Internationalization is the process, by which, irmcrease their involvement in operations

across borders (Wech & Luosterinen, 1988). Thin fangagement focuses mainly on how

firms discover, evaluate and exploit opportunitedsroad (Oviatt & McDougall, 2005).

Internationalization can be perceived as part ef dh-going strategy process of business

firms (Melin, 1992). The particularity of the intetionalization process is when, resource or

competence based products or services, are tabsférred across national boundaries and
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the firm has to select the level of commitmentnternational activities, the country where,
and with whom, the transition should be performAddresen & Buvik, 2002). In many

firms, internationalization may occur in a relativeontinuous chain, in a rational predicted
way, with the firm undertaking various internatibpation stages on expansion projects in
incremental steps, over a period of time. Howet@r,others, internationalization is often
seen as a relatively discrete process, one in whicAnagement regards each
internationalization venture as, distinct and imdlinal. Analysis of longitudinal panel data
concludes that more than 40% of firms, internatignactive, follow discontinuous

development patterns (Hauge & Havnes, 2001). Thezeft is important to understand why,
and what factors determine the different patteméirms, during international engagement.
The Young's (1989) market service stages (Figuresdw a traditional pattern of

international operations, sometimes not compaiibte the new forms of firms, where some

of these processes are simply over passed.

Figure 4 - Young’s marketvice stage framework
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Entrepreneurial models are better suited to exgladse situations, most of the times, small
and medium business ventures, where the decismmar made by strategic plans but, by
emerged opportunities. This conceptual differenes bn motivational factors, which the
stages model is unable to explain. The Uppsala headeot explain why the firm starts its
internationalization activities and why, many firmase not predictable on its behaviour
(Forsgreen, 1989). Researchers argue that, intanthlexternal forces are important causes
for firm’s foreigner expansion (Chen & Martin, 200 most of the time, the external forces
are the same for all the firms, in the domesticketarthe difference lies on how firms deal

with those external contingences. Because, diifeiens may choose different strategies to
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deal with the same problems, it is important toarsthnd the factors causing firms to choose
foreigner expansion over other alternatives (Chaviatin, 2001).

According to Welch and Lousterinen, 1988, to uni@ded and explain the internationalization
process, it should be explained why a company takies each particular step in an overt
pattern. Welch and Lousterinen (1988) emphasize@gpropriateness to analyse the process
of international involvement at company level, lowkacross foreigner market activities.
According to the same authors the actual internatipation are often irregular, particularly
because strategic steps are affected by the enwergdropportunities and / or threats which
do not arrive in a continuous or controlled manfére outcome tends to be derived from a

mixture of deliberate and emergent strategies.

3.7.1 - The pre internationalization stage (Why @itken)

The study of pre internationalization is importémtdifferentiate the firm which chooses to
expand to outside markets, from the firm that clesosnly domestic activities and later in,
trying to understand what determines the choicelitférent forms of internationalization,
from the export to the foreign direct investmerD (-

Consequently, and at first, the main driving fertieat stimulate the firm to go abroad should
be established. The main driving forces motivatingrnationalization are partially found
within the firm, and therefore, based on the mamag#’'s strengths and weaknesses
perceptions of the firm’s capacity, to meet or re@rtain goals. The environmental factors
also influence the internationalization activitiésjt the pool of resources and capabilities
within the firm, might be appropriately combinedstacceed in international markets (Ortega
& Vera 2005). In most cases, it is a combination fattors that initiates the
internationalization process (Rundh, 2007), beimg more obvious way, to understand the
motivations of a firm to engage or not in internadll market. The analysis of the firm’s
motivations contributes to the understanding of whpd how, the internationalization
process is initiated and sustained (Welch & Louségr, 1988). Czinkota, in 1992able 4)
classified the motivations in two groups, the pto@&cand the reactive. Proactiveotives
represent stimuli to attempt strategy change, basethe firm’s opportunities in exploiting
unique competences or market possibilities. Reaatigtives indicate that the firm reacts to
pressures or threats in its home market or, indarenarkets, and adjusts passively to them,

by changing its activities over time.
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Table, — Proactive and Reactive Motivations

Proactive motives Reactive motives
Profit and growth goals Competitive pressures
Managerial urge Domestic market: small and satdrate
Technology competence/unique product Overproduei@ess capacity

Foreign market opportunities/market informatipn  tlitgted foreign orders

Economies of scale Extend sales of seasonal pr@duct
Tax benefits Proximity to international customessighological
distance

Adapted from Czinkota (1992)
Dunning, in 2000, argues that internationalizaimore driven by opportunities rather than
by threats. The same author proposes four diffetgmes of motivations, the resource
seeking, the market seeking, the efficiency seelimdjthe strategic assets seeking.
The market seekers category of motives focusesoradd aspects. If decision makers within
a company acknowledge the importance of accesgegifc target markets abroad and
believe that a direct presence internationallysseatial for this access they will focus on
market seeking motives. Companies that invest pamicular country or region, with the
intention to supply goods and services, are cathentket seekers. According to Dunning
(1993), there are several reasons why companiesriah@ such action. Firms sometimes
conduct investments on foreign markets to promotexploit new markets. Reasons may
include the size of the market or an expected dgrafthe same, indicating that the company
may enter and then generate more business.
The resource seeking firms are those investingaabno order to obtain resources (Dunning,
1993). Perhaps the wanted resource can be acati@dower comparative cost, or simply,
does not exist at all, in the home country. Reseweeking could deal with the search for
physical resources, such as minerals and natundstape. These resources are sometimes
central to the survival of a company, especialhd material constitutes an important part of
the potential revenues. The search for cheap ams#tlied (or semi-skilled) labor is an
important activity for many companies trying to mmize costs and maximize profits. This
labor force should be well motivated and existairgé numbers. The seeking for such labor is
often undertaken by companies with high labor costs
Sometimes, skills and capabilities are resourcasdéin be used through collaboration with a

business partner. According to Dunning’s model @38is corresponds to resource seeking.
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It is believed that collaboration involves the ws®l development of business relationships
and networks. Therefore, we put this kind of cadiabion under the category of network
seeking motives.

The main purpose of efficiency seekers is to ratiiae structures of established investments
in order to gain from common governance. Often ehbsnefits come from economies of
scale and scope, but also risk diversification.réfoge, efficiency seeking is seen as gaining
from the differences of factor endowments, cultumestitutional arrangements, and economic
systems etc. Often, this implies concentration rafdpction, in a limited number of places.
Companies that are seeking efficiency are ofteneea&pced, large and diversified
multinational enterprises.

Advantage can be drawn from differences of factwtosvments in different countries. Such
differences consist of availability and cost. As edrample, value-adding activities that are
capital, technological or informational intensive asually placed in developed countries. On
the other hand, value-adding activities that abe@daor resource intensive, are often placed in
developing countries. Economies of scale and seopéssues that an efficiency seeker often
focuses on. While differences of factor endowmaeriiize differences between developed
and developing countries, economies of scale, andes regards differences within similar
countries. The differences may be the consumezgastd supply capabilities.

Companies may become international with the inbento lower the total amount of tax paid
to governments. By acting in several countries,dffieiency seeker might be able to lower
the tax burden. Exactly how this is done is nointérest to this study. However, we believe
this is a motive well worth investigating.

Strategic resources are intangible resources dpwaiitn the technology and core competence
of the company (Dunning, 1993). Patents, knowledbe, skills of the employees, and
strategic supplies necessary for developing contiparadvantages are examples of strategic
resources. By focusing on developing strategic vess the firms supports its long term
strategic objectives. This is often done by acqgirthe assets of foreign corporations.
Accordingly, the main motive is, therefore, to eittsustain or strengthen, the competitive
position, or weaken the competitors. In order fapwkledge to have commercial value, a
company must prevent competitors from accessing suformation (Oviatt & McDougall,
2005). Some authors stress the idea of a fifthvabodn, founded in a study of small high-
tech business (Hanson & Hedin, 2007), the netwgrkseeking. Networking has been

described as a dimension of international entrepmeal culture (Dimitratos &
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Plakoyiannaki, 2003). This network orientation witlcompanies reflects to what extent
companies participate in alliances, cooperativetwres and other forms of similar social
connections. Networks, relations and collaboratiasith partners outside the organization,
can be very important for companies. By asses$iaghetwork seeking motives, companies
intend to nurse, develop and expand their existetgvorks of relations.

A network of relations and sales contact is vital improve the foreigner market
performance, and is associated to new Born Globahd- The Born Global is small and
medium business specialized and niche orientedchwibecomes international from its
inception. Their lack of internal capabilities, amatrinsic information, must then be
compensated by external access resources, ustlabygh networks (Hauge & Havnes,
2001). A Westhead (2002) study showed that, tiggdsi the firm, the more likely that it
would have citedproactive motives. In 2006, Freeman in a quantitative studgntified
variables that increased the rate of internatiaatibn of small and medium business such as
domestic market competitiveness, unique knowledy® d@ifferent forms of relationships.
The ability to undertake any form of internatiorgderations is clearly limited by means,
accessible to the firm to carry it out (Welch & lsberinen, 1988). Some authors call the
stimulus to go aboard, when the firm acquires augrof competences that permits the
decision to go abroad. The most important obstiacla firm’s internationalization is its lack
of knowledge and resources (Seringhaus & Rossd@0)1®Resources are required to sustain
the process until a new positive balance is estaddl, with new channels of information and
competences (Hauge & Havnes, 2001). These requmsmean be obtained through
incremental decision, making and learning abowtifprer markets (Solberg, Kirstiansen and
Stlattebrekk, 2002). By this means, it should bgeeted that firms, who are based in a wider
domestic market, reveals a more advanced involvenmemnternationalization early and
faster, in others words the size and the experianeéactors to trigger the internationalization
process. At the same time, there is some eviddratesomehow, there are different situations
where some international ventures are developeth éw market conditions and more skill
and entrepreneurial oriented people, the learnmbexperience process are relevant allowing
the firm to expand or begins its foreigner operagiowWhile resource availability, in some
cases, limit expansion at any given point, the taimg is not static, so, any action to explore
it can provide the basis for increase operatiores time (Welch & Lousterinen, 1988). The
availability of resources is important, also, imme of geographic coverage, in terms of

operations. For firms that undergo domestic exmensgheir ability to devote resources to
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international venture, are lower, than those who dpursue domestic expansion (Chen &
Martin, 2001). This is especially true for smaliems because the lack of resources increases
their difficulty, in focusing into a risky internanal market. It is not surprising to find the
pattern noted earlier, where companies are atttatteexpand operations, first in a more
familiar location, without high risk pressure, bef@eeper commitment in unknown markets.
The risk reduction and uncertainly exposure playkeg role, at given points, in firm
international moves (Welch & Lousterinen, 1988).iMgpbusiness internationally becomes a
crucial element of company survival and growth, ibwlso involves risk taking (Simi'c &
Horvat, 2006). Risk taking is defined as one of theee dimensions of entrepreneurial
orientation of a company, and refers to the wiliegs of the management to commit
significant resources, to opportunities that migatuncertain (Junehed & Davidsson 1998).
According to a certain number of situations, a campmay have a certain level of risk
propensity. Risk propensity can be defined, asnadecy to take or avoid risks. It is a
relatively stable characteristic but, can be meditihrough experience.

The reasons of international involvement have heeestigated by some authors and there is
unanimity that is the result of a set of forceatalled stimuli that motivate companies to
initiate, develop and maintain international opers. The stimuli factors are in fact, the
basis of all international engagement motivationt according to some authors they just
became operative only to the extent that they ewadht to the attention of the manager who
is responsible for making the “strategic” decisiasfsthe organization (Leonidou, 1995;
Miesenbock, 1988).

Generally speaking, these motivations have beetedcalhe “pushes and pulls” to
internationalize within a proactive or reactive urat respectively (Barlett, 1991; Czinkota,
1982). Typically in the literature, the two dichot®s are indistinguishable and have been

classified as firm-based and environmental-based.

3.7.2 - The internationalization strategies

After the decision to go abroad within the ovefedimework of international strategy, firms

have to choose where, and how, they will set upoiherations. This step is also known as

entry decision. The firms take into consideratiao aspects, the market, and the entry mode

choice. As previously mentioned, the companiesyast cases, develop their marketing entry

strategies in accordance with external opportusitieat arise, in view of the internal

competences of each one. So, there is a closebktlween market opportunity and the
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decision to internationalize, thus, resulting inimversion and discontinuity in the traditional
pattern of internationalization. According to Bled (2002, 2005) there are two types of
approach that strongly influence the future stiategptions. These are the opportunistic
approach and the systematic approach. Accordingh&o author, the evolution of an
opportunistic approach to a systematic selectiomarkets is a practice that occurs, given the
international involvement and geographical contexit, constituting a rule, however. What
matters is that, this development will allow themgany to obtain the best of both approaches

taking into account the nature of the hotel product

Some considerations about the hotel firm speafitoirs

From a theoretical perspective, the levels of igiaility, in the service sector, make a
difference and influence the developments of therimationalization studies, in terms of
strategic choices, but it sholtdep in mind that some researchers argue thaetfegation on
services and goods are too simplistic. The themaksegregation of services, from products,
may have long been dysfunctional (Cloninger, 2004] there are few taxonomic exercises
concerning the service sector. Some authors saidénvices can be divided, according to the
level of intangibility and knowledge. Miozzo ande$e (2002) Castelacci (2008) grouped the
service industries in four main groups: the perkgpavices, the physical infrastructure, the
advance knowledge services and network infrastractervices. In the tourism sector there
are activities based in pure service providing ahgsical infrastructure. In the lodging
industry, given the high degree of customer-suppliteraction, internationalization
necessary implies a physical presence in the targentry (Dader, Garcia& Pla-Barber,
2007), being difficult to classify this activity & single group. Given today’s shorter product
life-cycles, an innovative firm must maximize itales in several markets, as quickly as
possible. Thus, it may utilize different entry medeven though this entails high levels of
risk. Researchers holding such opportunity baseritee have argued that the staged model is
of limited value (Oviatt & McDougall, 2008), howayeand taking into account the

specificities of hotel services, it is often hand¢concile these premises.

The market choice
Theoretically, a country is attractive for a fomegg investor, if the return is higher than the
risk adjusted cost of capital. Despite this sherint oriented vision, the majority of investors

use it as a guide to measure attractiveness, inah Idgic, in terms of risk and market
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competitive opportunities. There are two main disiens that contribute to country
attractiveness, the market opportunities and cguigks (Peinado & Barber, 2006). From a
normative standpoint, several factors are consilerde important in assessing the potential
attractiveness of foreigner market (Erramilli, 139but there are other factors that are
important and will affect the investor’s decisiamterms country attractiveness. Factors, such
as cultural and geographic distance are importarterims of facilitation, in an operational
level. Each country has its idiosyncrasies in tewhdusiness practices, institutions and
resource endowment, which affects the way busiogssate. Local market knowledge is
important for international managers (Meyer, 2088y, in some way, can influence the
decision of how to operate in the host market. bmiing’s (1980) eclectic approach to
explain the displacement of competitive advantagesetl on competence ownership
advantages, depends mainly on firm knowledge amdepgon of the specific location

advantages.

The entry mode choice

The enty mode, as a sequential process is the set-upaiégic choices after the firm has
performed the country attractiveness analysis abist essentiality in a set of options,
taking in account the type of industry / servidas irm competences and the environmental
factors. In the entry process, the firm meetsehtelicate but essential dilemmas, what to
look for in this country, when to enter, and, hanenter. The first two questions are already,
somehow, made and solved in the pre internaticaisdiz stage. The objectives to develop the
market, access critical resources, capture sontedilmadvantage are implicit in international
motivations. The timing of entrance is critical feustainable competitive advantages, also
implicit in motivations and in country/market atttweness. Concerning the choice of the
legal structure adopted by the firm, in the hostkeg is important and a central issue for the
internationalization process. The choice of marketry mode has great impact on
international operations and can be regarded dsofdier issue” in international marketing
(Wind & Permutterl977). The choice of market entnpde is one of the most critical
strategic decisions, for multinational enterpri§@eot 1994). There are six legal forms of
entry choice: wholly-owned operations root builtgaisitions, joint ventures, licensing or
franchising and representative office. Root (198¥0 classifies entry mode as follows:
export entry modes, contractual entry modes anesimvent entry modes. The entry market is

contingent, upon many external and internal facamd their interactions. And of course, not
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all factors have equal importance. Moreover, t@es factors may play a different role in
different contexts. The choice of market entry masleone of the most critical strategic
decisions for multinational enterprises. It affeftthire decisions and performance in foreign
markets, and, it entails a concomitant level obuese commitment which is difficult to
transfer from one to another, especially from higkel to low level (Root 1994).It
determines whether a company has a full control thesforeigner or shares the control with
a partner. Therefore, the degree of the commitnmetiteir operations depends upon a serial
of factors. The factors that influence entry modeisions are often classified into host
country variables, home country specific variableenpany specific variables and venture
specific variables (Morschett, Klein and Swobod21®. The resource commitment will also
depend of the characteristics of the type of agtiof the firm, in terms of capital knowledge
and capital intensive. In the past, and curreniadec most of the relevant research, has
focused on examining the impact of specific factmighe entry mode decision. The study of
these factors, classified into country specifictdes (cultural distance, institution and
exchange rate), industry specific factors (markes,smarket structure, and industry type),
firm specific factors (firm capabilities, firm resiwes and firm size) and product specific
factors (product type, maturity, sales service,g dnndamental for new research in
international management and can provide insigbtsnianagers in practice and outline

emerging trends internalization process.

The FDI (Foreigner Direct Investment) determinants

Foreign investment has long been a subject ofastebut, as seen in the introduction chapter,
it has received a renewed interest in recent yémsause of the strong expansion of world
FDI flows since the 1980s. This expansion has nkddleeven more important than trade as a
vehicle for international economic integration. a&gde number of theoretical explanations on
FDI have advanced over the years, with many studiessing on the determinants of such
investment in the form of firm-specific and counspecific variables, or in others words,
firm and host country determinants. In the mid-197@part from research on the
internationalization process of firms (Johanson &We, 1977), attention shifted from the
macroeconomic flows of FDI to the firm level of dysas. The main focus of interest, was
essentially, why firms choose to set up, or acqumesign value-adding activities, rather than
export the intangible assets, or the right to Useseé assets, underpinning such activities
directly to foreign firms (Buckley & Casson, 19'Hennart, 1977, 1982, 1986a, 1986b, 1987,
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1991b; McManus, 1972; Rugman, 1980b, 1980c, 1989B1c, 1982, 1985, 1986, 1987,
Swedenborg, 1979). Although the firm-specific deti@ants of international economic
activity were still driving much academic researtch the 1980s, this approach was
complemented by a renewed interest in the spatigéas of FDI, and of how these affect
both the competitive advantages of firms and the&xdes of entry into, and expansion in,
foreign markets. As seen before, Dunning’s ecleg@radigm (Dunning, 1998), much
contributed to this subject, by integrating owngrshocation and internalization variables
into a single model. In later contributions (Durgi?006; Dunning & Bansal, 1997), the role
of institutions in the international business atfivwas considered a cultural component,
incorporated into the paradigm, hypothesizing atbmyt this might affect the ownership and
internalization advantages of firms, and their oese to the determinants of host countries.
Dunning’s, initial model, suggested three main watton of international production: market
seeking, in which the ownership advantage defihesrivestment location; resource seeking,
which considers market size and other charactesisti domestic market, and in the host
country, to get access to production resources; effidiency seeking, which looks at
economies of scale and scope through product diivatson and market concentration.
Dunning, in 1994, added another FDI motivation rategic asset seeking — for sequential
FDI. The aim of the strategic asset seeking investms to acquire resources that are
important to enhance the capabilities of the firm.

According to the author and taking into accountsé&ur motivations four main findings
were unveiled: (1) the changing role of spatiah$@ction costs, reflecting the liberalization of
cross-border markets and the changing charactsristf economic activity; (2) the
complementary foreign assets and capabilities meeeasingly of a knowledge-facilitating
kind; (3) the location needs of corporations hakdted from those to do with access to
markets, or to natural resources, to those to dlo agcess to knowledge-intensive assets and
learning experiences, which augment the existingeyship specific advantages; (4) much of
the recent FDI in developing countries is prompgather by traditional market-seeking
motives or by the desire to take advantage of ldineal) labor costs, and/or the availability
and price of natural resources (Dunning,1998). éwetbping countries, the physical and
human infrastructure, combined with the macroecananvironment, tend to play a more
decisive role than before mainly, for companies wiamt to from there, expand more rapidly

its product portfolio.
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The entry mode research — The theoretical and eogpicontribution for the study of the
internationalization phenomena

Anderson and Gatignon (1986) based on transactiost @nalysis, concluded that
organizational structure and design are determiryathinimizing transaction costs. They also
concluded that MNEs choose a specific mode of magké&ry, which maximizes the long
term risk-adjusted efficiency. Erramilli and Rao99B) modified the framework of the
transaction costs advantages (TCA) to suit it fmwvise industries, by assuming that firms
prefer high level of control, unless proven otheeviLu (2002) put forward institutional
theory as complementary to TCA theory by claimihgttthe latter is static and unable to
explain the evolution of entry mode. In 20@2puthers claimed that institutional factors refer
to the conditions that undermine property rightsl amcrease risks in exchange and, that
cultural factors tend to influence managerial castd uncertainty evaluation in the target
market. Through empirical examination, he concludeat firms which make their entry
mode choice, with this criterion, are performingtéethan those which do not. Dunning
(1995, 1998, and 2000), argued that competitivaathges, market failure and collaboration,
as well as dynamic environments should also bejiated into the model when decisions on
international production are made. Later on anrestte occurs with the fundamental work
Dunning (1988) passing to incorporate the advastagdoth types of ownership. The assets
ownership advantages (Oa) and the transactions rehipe advantages (Ot). Thus
incorporating the advantages of transactions anel plrsuit of efficiency through
organizational networks, coordination of activitiaad other assets associated with the
creation of rents and more complete transactionxglapation move from an inside
perspective to an overall strategic vision of theibess.

The development of the stage model, which is alsowk as the U model, proposed by
Johanson and Paul (1975), asserts that the intmmadtation of small and medium
enterprises is a long, slow, and incremental peeth two dimensions: the geographical or
rather cultural expansion, and the commitment sétss

Despite a lot of business strategy models and ig®orere analysed in terms of entry mode
choice, and explaining the genesis of correspondawsions, there is still a lot of conflicts
and a long a way to run. Different samples selecti#ffierent periods of time analysed,
different methodologies used, or even differentliskof the analysts may also induce

conflicting results, especially in empirical stuslie
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Some have argued that a firm’s level of internatloimvolvement is positively related to
international experience, the more internationapeeience a firm possesses, the more
efficient it is to adopt an entry mode with a higtevel of control (Anderson & Gatignon,
1986). The counter-argument is that internationapeeience is negatively related to
international involvement; the more internationgperience a firm has, the more efficient it
Is to adopt an entry mode with a lower level oftcoln Some studies support the assumption
that, the more international experience a firm pssss, the more efficient it is to adopt an
entry mode with higher level of control, a positikeation is concluded. Evans (2002), in
contrast to this Chung and Enderwick (2001) fouaches empirical support for a negative
relation. There are also conflicting results wiglgard to the influence of cultural distance, on
entry mode decision. Hennart and Larimo (1995) iailia& Rao (1993) found that there is a
negative relationship with the level of controg.ithe higher the cultural distance, the more
efficient it is to adopt an entry mode with a loswél of control. Firm size, is another factor
for which studies have produced different outconte&samilli & Rao (1993) support the
assumption that the bigger a firm is, the morecedfit it is to adopt high equity entry mode
while Evans (2002) found that the size of a firmmag an important predictor.

It could be detected that market entry mode chai@e primarily regarded as a one-stage or a
static decision making problem, primarily evaluatsdthe outcome of market entry mode
decisions. But in fact, in many cases, it is a ipldtstage problem which involves at least a
process of goal formulation, alternative strategdssntification, and optimal or suboptimal
strategy selection. A dynamic choice model whicin@e ambitious to emphasize cognitive
processes in decision making involves a hierardrsingle decisions, each of which being an
attempt to improve the outcome in the light of nefermation, gained in previous decisions.
Thus, it provides a more realistic description ofnf behaviour than a static one does.
Furthermore, firms which have started to enter iatdoreign market may change their
original strategy due to learning effects or unscied developments. So, dynamic models
which additionally consider longitudinal aspectg aesirable, to fully understand foreign

market entry mode decisions.

3.8 - The internationalization of services

Traditionally, the theoretical framework of intetiomalization has been developed using the
context of manufacturing firms. Despite the impoda of services in the world economy and

the present trend toward internationalization, tleenount of research on the
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internationalization of services is relatively sméiternational services have been relatively
neglected in the international business/marketiigrature. Nonetheless, as the active
involvement of service firms, in international merk has been gradually recognized, there
has been a growing interest in the services intemalization, both in conceptual terms
(Daniels, 1995; Weinstein, 1977) and in empiri¢atiges.

Services differ from physical goods in a considgrdarge number of features, their main
distinguishing characteristics being intangibilityheterogeneity, perishability, and
inseparability of production and consumption (Agan& Ramaswami, 1992; Terpstra &Yu,
1988; Weinstein, 1977). Even though there are sstoslies that support the generalization of
entry mode determinants to services (Erramilli, & ®rramilli, 1991;Erramilli & Rao, 1993),
the differences in the nature of services are betieto create special internationalization
needs and different behaviors (Buckley et al., }98fus, not being reflected in the models
derived from the observation and research of matwfiag firms (Bjorkman & Kock, 1997).
The range of operation modes tends to be, somewlwaig limited for service firms than for
manufacturing firms (Contractor et al., 2003), awn among different types of services
there are substantial differences in terms of {prenarket entry modes and market selection
(Ekeledo & Sivakumar, 1998).

Several authors have classified services accotdirigeir heterogeneous nature and therefore
being possible to identify differentiated approache service firm’s internationalization
within services. Erramilli (1990) has adopted assification of hard services and soft
services. In the former category, production anasaomption can be separated, thus entailing
a limited or no local presence of the service fiwhjle in the latter category the production,
and consumption, occur simultaneously, thus rengitihe presence of the firm in the local. In
this sense, soft services are not able to be eegharequiring other modes of entry. According
to this classification, manufactured goods and hsedvices do not differ significantly;
however, there are noticeable differences betweaeth $ervices and soft services.

Lovelock and Yip (1996) proposed the classificatainservices into three groups: people-
processing services (e.g. restaurants, health ,c@@ysession-processing services (e.qg.
transportation, appliance repair) and (3) inforomdbased services (e.g.accounting,
insurance). Clark and Rajaratnam (1999) dividedises into four different categories: (1)
contact based services (e.g. consultancy servic€d); vehicle-based services (e.g.
roadcasting); (3) asset-based services (e.g. bamks) (4) object-based services (e.g.

computer software).They consider contact-basedicgsrvas the ‘purest’ type because it
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exhibits all the classic service characteristic$ilevthe others exhibit them in varying
degrees, thus, with certain assumptions relaxed.

Generally speaking, service firms may enter foretgarkets using a variety of entry modes,
ranging from exporting to equity forms, with somgds of service firms requiring the
presence of the firm in the local of consumptiohjch is the case of tourism firms, namely in
the accommodation and food sectors. The choicerefgn market entry mode is critical and
related to control (Blomstermo et al., 2006), thanme, research concerning control and entry
mode for services internationalization, has beentifled in the literature. Non-equity modes,
seem to be more popular among services, than irufaetaring (Erramilli et al., 2002),
especially among consumer-services firms (suchoted Bnd restaurant firms) as compared to
professional-services firms (such as consultingngir (Erramilli, 1990). Ball, Lindsay and
Rose (2008) have, however, suggested that infoomatiensive soft service firms can use
less resource-intensive market entry modes, thtisheimg restricted to internationalizing,
through wholly owned subsidiaries and equity bgeed ventures.

Service firms engaging in international activitissich as hotels, can be ‘market seekers’,
deciding to expand into foreign markets after gagnéxperience and financial resources in
the domestic market (Erramilli, 1990; Erramilli &B, 1993). According to Erramilli (1991),
domestic experience plays an important role inftneign market entry behavior of service
firms, with empirical results showing support ondals that depict a gradual outward spread
of a firm’s international operations. Results orirgmmode choice imply that, contrary to
traditional linear conceptualizations, the relasloip between experience and desire for
control may be U-shaped, with firms demanding hightrol modes in the early and late
stages of their international evolution.

According to Bjorkman and Kock (1997), a servicenfican adopt a ‘costumer following’
internationalization process, with empirical stisdevidencing that some firms, follow client
manufacturing companies into overseas markets, articplar banking and insurance
industries (Hellman, 1996; Li, 1994). Other studrase also shown the importance of inter-
firm relationships, including client corporate netks, and the influence of regional and
sector conditions upon internationalization (O'E&r& Wood, 1998). Service firms can also
internationalize, as a reaction, to the actiona esbmpeting firm, or by relevant stakeholder
information (Engwall & Wallenstal, 1988; Li, 1994Yhese patterns of internationalization

can find in behavioral perspectives, a useful teecal framework, being argued that the
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context, in which the actor is embedded, consstatenajor factor in the internationalization
of service providing industries (Bjorkman & KoclQd7).

3.9 Recent studies in tourism internationalization

Investigators have attempted to explain the phenamef internationalization for
multinational companies, using three main theornegrnalization, imperfect capital market
and agency costs theory (Saudagaran, 2002). Whelatlre acknowledges the particular
differences across services industries, mainstnesmearch failed to explore specific aspects
of multinational hotel companies (Lee, 2007). Twoimeteam theories, namely eclectic, and
transaction cost theories, refer and underpin rekestudies in the hotel internationalization
area (Altinay, 2007). The most widely quoted worikhwegard to the internationalization of
hotel organizations, based on the eclectic thedeyeloped by Dunning in 1981. Dunning
and McQueen’s (1982) study explained the growthfanads of involvement, of international
hotel companies through the framework of the erébeory. The theory, which answers the
questions “what, where and how” multinational ofigations develop internationally, was
further used by Dunning and Kundu (1995) in orderetevaluate some of the reasons for the
increase in hotel multinational activity. Hill (29) developed a framework to combine the
partial explanations discussed in the existingditere. These researchers argue that strategic
management issues, such as the role of global ddrmpeand global strategy, are completely
ignored in studies using transaction cost framewiofccording to Litteljohn; Roper and
Altinay (2005) this stream of literature may becoeireular in nature, and, limited in vision.
Therefore, they stressed the need to incorporedtegic variables in an eclectic theory in the
choice of international entry modes. Hill (1990)ther noted, that not only the separate
variables are important for the choice of the emtigde, but also the key is the interaction
between strategic and transaction — specific viasab
Over the recent years, the international hotel istugtarted to integrate other range of
theoretical positions (Litteljohn, Roper and Alyn&2005). More behavioural oriented studies
have emerged, providing hotel international redeascless economics nature. Erramili, in
2002, integrated organizational capabilities indugstionnaire survey of 139 managers, in a
study where he highlights the experience, as aoffafcr not employing partnerships in
internationalization process. Rodriguez, in 2002d ®ine and Qi in 2004, integrated the
cultural distance, as a factor for hotels employman-equity modes, in internalization.
Despite of that, some authors argued that thosetitgtave studies didn’t add too much
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because it was still modal choice oriented withtétions. It’s uncertain the Eclectic Model is
a study of country specific investment or an exatemm of organizational behaviour
(Macharzina & Engelhard, 1991). A decade ago, squaditative studies were published with
a more internal focus research, which evaluatestifagegic and organization competencies,
as the main factor for study the internationalmatprocess. This category of research goes
beyond the question of how to become a multinatidbahow to develop a coherent
competitive strategy (Litteljohn, Roper and Altina8005). Focusing in single-multi case
studies, this approach is important to evaluatéedint firms’ behaviours, in a particular
context. Roper, in 2001, investigated managemaaht@tions, with great insights about the
influence of centricity on internationalization andthilta (2007), observed patterns of
strategies and policies and its drivers.

However, still few studies have focused on thermdgonalization of the tourism sector.
Difficulties in obtaining information and data, neadare the application of theories of the
multinational enterprise to tourism (Buckley & Geyagi, 1996). Only recently tourism
started to receive more attention from internatidnasiness scholars, especially the hotel
sector. One of the first studies, regarding thisués aimed at identifying the criteria
established by international hotel companies tadguiheir expansion policies (Khanna,
1975). Another early study was conducted by thetddniNations Economic and Social
Council (UNESC, 1980). It portrayed the developraentthe field, in the 1970s, focusing on
hotel, airlines and tour operations, and providamgoverview of the impact of transnational
corporations in those sectors, and on the developwoifethe tourism industry in developing
countries. Apart from the location, it also assds#e main entry modes chosen by the
companies. Dunning and McQueen (1981), who cortetbuo the aforementioned study,
used data about the involvement of multinationalpomations, in the international hotel
industry, providing empirical support for the edledheory of international production. In a
subsequent study, they analyzed the source of ditmpeadvantage of international hotel
chains and, the non-equity forms of involvementr{bing & McQueen, 1982).

Since this pioneer industry research, detailing ¢inewing internationalization of hotel
groups, numerous studies have aided in a geneddrstanding of the international hotel
market. According to Burgess, Hampton, who asskessme research works on international
hotel groups, it was concluded that, although thayses of some of these studies are based

on a numerical framework and the importance of gnow international travel, collectively,
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they have added little theoretical knowledge altbet internationalization of hotel groups
(Price and Roper, 1995)

Since then, the number of publications on the slhjas increased considerably, but still, a
significant part of the literature needs to be picEt on internationalization, thus not being
sufficient. Apart from more conceptual studies {fdeder & Lockwood, 1996; Baum &
Mudambi, 1996; Buckley & Geyikdagi, 1996; BuckleyRapadopoulos, 1988; Burgess et al.,
1995; Daveé, 1984; Jones, Song, & Hong, 2004; Kuasiu& Karamustafa, 2001; Litteljohn,
Roper, & Altinay, 2007), there has been some wihks have established hypothetical bases,
applying and testing conceptual models to the matigonal hotel. These studies are varied and
either focuses on the international hotel sectdhatglobal scale or in European countries as
Spain, Ireland and Slovenia (Pla-Barber & Darddd)2 Rodriguez, 2002; Gorman &
McTiernan, 2000; Ruzzier & Konecnik, 2006).They oalend to integrate a range of
theoretical positions. The main theories, usedhasbisis of analysis, were the transaction
cost and agency theories (Chen & Dimou, 2005; G@®5; Contractor & Kundu, 1998a;
Purcell & Nicholas, 2001;Ramoén Rodriguez, 2000,20€the Dunning’s eclectic paradigm
(Anastassopoulos, Filippaios, & Phillips, 2007; bing & McQueen, 1982; Johnson &
Vanetti, 2005) and Uppsala’s Model of the inteioradlization of the firm (Agndal & Elbe,
2007; Weiermair & Peters,1998). Other theories userlude the internalization and
organizational capabilities theories (Pla-BarberD&rder, 2002) and the syncretic theory
(Contractor & Kundu, 1998b)

3.10 -Conclusions

This literature review chapter has revised the nrdkiential theories, models and paradigms
in the internationalization engagement of firms,the international business literature and
their main supporting arguments. The drawbackhe$e theories were also explored, and it
was evident that they have been challenged ovdirtieg given rise to new perspectives such
as the entrepreneurial and network approaches. tidtitional approaches, individually
considered, fail to provide a complete explanatdrthe internationalization process, thus
calling for a more integrative approach, incorpoigit complementary views on this
phenomenon, within a more qualitative and exploeatmature. One of the main applied
theories has been the Uppsala internationalizatimodel, which describes the
internationalization phenomenon, as a process ofessive stages with higher degrees of
international involvement, introducing the concept psychic distance. Although a
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considerable number of studies have confirmed tkistemce of gradual international
expansion, thus providing support to this approather studies have contested it, since it
does not explain international new ventures or lgiabal or the born against global, who
internationalize very quickly and do not pass tiglowa series of incremental steps. The
introduction of the network approach and other badral principles has shed some light on
how firms, particularly in small groups, in partiau small contexts, where firms can
internationalize more rapidly within certain pattgr According to this view, the development
of business relationships and informal trade coafomr can help surpass the existing barriers,
by providing the necessary market knowledge anavkinow. The eclectic paradigm has also
been rather used in the literature, being regaadeal comprehensive framework, widely used
as a reference on the study of FDI determinantseas before. According to this model,
there are essentially four main motivations of rimégional production, related to ownership,
market (domestic and host country) and internabmatadvantages. The entry of mode
decision is then influenced by a series of theséofa and others that emerged, within the
international experience. Although most works heareled to focus on manufacturing firms,
a growing interest has developed in analyzing theiqularities of service firms. Although
classified in the service sector, the hotel seletsr distinctive characteristics that differentiate
it from other service industries, therefore presgnta challenge, calling for a separate
research, regarding the decision on the mode opocate development. Despite the
importance of the sector, there are not many s$uidieusing on it. Hotel internationalization
is a slowly developing research field, however vatime drawbacks relating to the focus of
the studies on few countries and publicly-quotednganies. Nonetheless, the growing
literature in the area, offers directions for fenttresearch, exploring new geographical and
organizational territories. Still, it has been sestgd that tourism research may not always be
in line with the generic research. The future regea hotel internationalization should look
different to the one previously undertaken and gi®\a greater deep understanding of the
process and firm behaviour taken by managers amd filong time. It would be interesting to
conduct qualitative studies that could monitor genby hotel companies during the time
(Johnson & Vaneti, 2005).
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4 - The study’s propositions

From the literature discussion, it can be draw aubhumber of internal, and external,
conditions that can be included in a holistic seffawtors which forms the basis of the
theoretical development of the proposition modebm®Bining the benefits of external
opportunity identification, with the internal praa@ drivers, the firm is motivated to initiate
international operations, in a proactive and em&egurial behavior. Proactive motives denote
the firm’s interest in exploiting internal strengithke competences, scale economics, and
managerial urge, in a favorable external envirorimetiin market opportunities and change
agents (Albaum & Duerr, 1989). Reactive motivesreglify a response to organizational,
environmental pressures (Johnston & Czinkotal982onidou, 1989) and institutional
pressures (Meyer 2001, Cheng & Yu, 2008), in a m@ée international behavior.
Contemporary research, in more traditional sengcenpanies, identified the so-called
International Entrepreneurship approach that relgsn a market orientation, propensity for
learning, capabilities development and networkvéeds as a holistic explanation, for firm’s
internationalization. Buckley and Casson (1976¢g&st that firm seek to develop and deploy
their resources across international boundariestat® advantage of asymmetries in
knowledge and capabilities. Assuming a gradual iadgun of knowledge and competences,
Johanson and Vahine (1977), the incremental gaioinmgsources and capabilities allow the
firm to embrace and exploit relationships with ot distributors and other stakeholders to
more easily access to market information and relaggportunities (Johanson & Mattson,
1988). This entrepreneurial and proactive behawoiggests a mix of opportunistic and
competence based to explain the international esrgagt of Portuguese hotel firms. In the
same line of reasoning, the model attempts to @xplae link between the strategic
orientation (When, Where and How) and the antededantivational stimulus, of
international engagement.

After framing the research questions, a set of @sijpns were designed, according to the
theoretical development above summarized, focusediterature review, and therefore,
submitted to test and confirmation. Each propasitdrects attention to something that
should be examined within the scope of the study,(2003), which points directions and
somehow, narrows the field of study, in terms dhdaquirements. The initial assumption of
an entrepreneurial internationalization approaghPbrtuguese hotels, is not the end of the
line for this research. An open minded attitudel winsent the hotel managers to explain
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what triggers the internationalization engagemafigwing the researcher, if necessary, to
add and modify the initial propositions and, théated internationalization approach. The
range of research and theorizing in the area oérmationalization, as well as the
heterogeneity of the sample, can lead to unexpeegadts. In this semi exploratory approach,
unexpected results may emerge, which may requieset of the model, in terms of variables
and propositions, always based on complementary,oancompeting theories. An accurate
development and frame of propositions, most oftitihes, facilitate the work of researcher in
terms of the preparation, collection and analys$ishe data, for further conclusion. Every
proposition, must reflect an important theoretisalie, and help to look for relevant evidence
(Yin, 2003). The strategy for looking and analyziegdence is to follow the theoretical
model for the case study context, relating the siprocess patterns to the different theoretical
proposition. For case study analysis, one of thetraffective techniques is to use a pattern
matching logic (Yin, 2003). The pattern matchinghteique compares an empirical base
pattern, with a predicted one or several, withim plhopositions. If those patterns coincide, the
results can help its internal validity (Yin, 2003)ter formulating the research questions, it is
important to point what should be studied and coréd, in terms of relations between
variables. Each proposition directs attention tmething that should be examined, within the
study framework (Yin, 2003). It is very importamt, delimitate, and narrow, the relevant
data, in order to avoid excess of information.

According to Albaum and Duerr (1989) internatioealgagement’s definition, captures the
dynamic nature of the internationalization procdssn starting, to exploiting international
activities. The adoption of international engagetnas a study variable, is due the dynamic
nature, in contrast to other definitions. Intero@dlization behavior and resource based
theories, attempt to explain why and how the irdinal firm is engaged in international
activities and, in particular, how the dynamic matof such activities can be conceptualized
(Albaum & Duerr, 1989).

The more a study contains specific propositionsteniowill stay within feasible limit (Yin,
2003). After the study questions were formulatedl by consequence, the scope of the study,
a group of propositions are developed and linkedaimonceptual model with a logic
orientation, according the initial theoretical apgeh. The construct orientation based on a
group of drivers that determine the internatioradlan strategies, is within the Wiedersheim-
Paul, Olsen & Welch (1978) international procegsragch, where the drivers or the motives,

are among the most dynamic and critical elementh@fdecision to undertake international
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operations, with clear impact on strategic chogash as, time of entry, choice of market and
entry mode. International growth approach is astroigt, meant to find and differentiate
companies, according to their motivation to sed&rimational markets, and thus, identifying
the factors behind the chosen growth strategiesnfNela, Puumalainen, & Saarenketo,
2005.

The first proposition combines important parts mkernationalization theories. The Eclectic
Paradigm, the Resource Based View within the Dypar@apability approach and
International Entrepreneurship theory and arguasttie combination of proactive drivers the
influences positively the international engagement.

According to Dunning’s eclectic paradigm, the deacisto internationalize involves the
identification of the ownership advantages thatftira can transfer to international market.
The ownership advantages refer to assets and cengest, used by the multinational firms,
to gain advantage over the local firms, satisfying necessities of the actual and potential
clients. This advantage implies a deep knowledgh@tbusiness and allows the firms with a
mix of critical resources and capabilities to diffietiate products or services, from its
competitors (Caves, 1971). Erramili et al. (200@)lerline the known-how resulting from the
experience and complexity of organizations andtedlantangibility, as being the largest
contributor of a competitive advantage on “inimiligh. Consistent with the resource-based
view theory of the firm, unique resources and capees can intensify and expedite a firm
into a proactive and entrepreneurial internatiomadpansion. The competence-based
ownership factors that have produced competitiveaathges, in domestic market, may not
have potential, to transfer into proprietary adaeges and sustainable competitive advantage
in international markets (Tiernan & O’Gorman, 2000he goal here is to identify which
perceived ownership advantages, will create a ctitiyge advantage in the international
markets. According to the resource based persggectivese ownership advantages or
capabilities may be translated into competitiveaadages.

Despite entrepreneurship has been defined asfidatiobn and the pursuit of an opportunity,
regardless of the firm’s currents resources (Stawel Jarillo, 1990), it is also true that the
goals of being proactive in the exploiting thesparunities are value oriented by stretching
and leveraging the firm capabilities (Hamel & Pdakda 1994).The main driving forces
motivating internationalization are found withirethrm, and therefore, they are based on the
management’s perceptions and related entrepreheattitade, towards risk and opportunity.

As it was noted by Balabanis and Katiskea (2008) tdompany size directly influences risk
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taking propensity; a greater pool of resources eaqhbilities gives larger companies more
space to take risks and spread them among markedtso enables larger companies to
tolerate losses from unsuccessful entrepreneufiakt® Therefore, it is expected that
companies with a poll of resources and capabilitiemild have proactive stimulus to explore
its advantages, in others markets. Proactive stiderote international behavior based on a
firm’s interest, in exploiting a unique internal ngoetences and market opportunities
(Leonidou, 1995).

The behavior of a firm is not only guided for itsgbs of capabilities and resources, but also,
by the opportunity to identify an external oppoityn Steaming from environment, the
market opportunities and benefits are also esdettdianfluence a proactive behavior of the
firm. The identification and management of envir@mtal opportunities is seen as
fundamental to the competitive positioning of compa (Costa,2008). The
internationalization presents an opportunity faiabkshed firms to leverage their resources
and capabilities (Zahra & Gravis, 2000) thus thelexation of market opportunities and
benefits in others countries. The more positiveigse opportunities are perceived by
managers, in terms of business development, thategrés the perceived munificence.
Perceived munificence is the indicative, of theeextto which the environment is supportive,
of sustaining stability or growth, for the firm arid competitors, in the same sector (Sutcliffe
& Huber, 1998). According to Cuervo (2011), the kedrimperfections do not create
multinational companies. Manager’s attitudes playcréical, if not a major, role in
determining the internationalization of the firmddanagerial urge, reflects the desire and the
commitment of management, towards exporting anerotypes of international marketing
(Albaum & Duerr, 1989).

As international entrepreneurship has been fudieéned, as the identification and pursuit of
an opportunity, the ability of the manager or aisiea-making unit to perceive a market
opportunity that can be seen by an entrepreneeffakt. The fundamental aim of this
research is to find what makes the difference betwaternationalize or not internationalize
taking firms in sectors where levels of competiiess are not based on technology or on
privileged information. In the hotel sector, obsgion would suggest that there has been a
proactive response to international market placeex@ander & Lockwood, 1996). An
empirical research in the 1990°s, suggests thah pastors were no longer the primary
determinant of international development (Hutchmstlexander, Quinn and Doherty, 2007).

The environments influence the internationalizatimtivities, but the pool of resources and
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capabilities within the firm have to be approprgteombined to succeed in international
markets (Ortega & Vera 2005). In most cases, & c®mbination of factors that initiates the
internationalization process (Rundh, 2007). Theeefat's the combination of proactive
organizational and environmental drivers that naitg¢ the Portuguese hotel firm, to engage
into international markets.

P, — In the Portuguese hotel sector, the combinatiofh groactive organizational and

environmental drivers positively influences theririnternational engagement.

The next proposition is composed by a set of astomgp related to the three strategic
dimensions. This compound proposition advocates, tthe initiation of international
activities and its strategic choices is a consecgi¢he proactive drivers. Supported by the
incremental stage internationalization approachlaifanson and Wiedersheim-Paul (1975)
and Johanson and Vahne (1977, 1990) to explain‘wthen”, and using Dunning’s eclectic
reasoning reconciled by internalization theory (Beg & Carson, 1976) to explain the
“where” and the “how”, this proposition arguestttize Portuguese firm hotel firm, decides
to initiate their international expansion, aftegadid resourced domestic activity, guided by an
opportunistic proactive behavior and competencedbasvnership advantages, in countries

with perceived location advantages, adopting héylels of control and asset commitment.

1¥Assumption (RP2a)

Accumulating business experience over time, andbaoimg new, and existing knowledge,
enables firms to develop a solid resource basesingdhe initial move, from a established
domestic market into a international one (Johan&oWahilne, 1977). This step-by-step
business orientation, is implicit in behavior majdike Uppsala (Johanson and Vahne 1977,
1990) and, in a certain way, is a natural risklessented behavior, against the degree of
uncertainty of the unknown. The more domestic erpee, the more confident and risk taken
are the hotel executives in the internationalizatnoves (Johnson & Vaneti, 2005). To
strengthen the previous premises within the preactiotivational drivers, the possession of a
network of contacts is an important factor for thrganic growth of the firm. According to
Johansson and Mattson (1988) the internationabzatf the company begins with the
company being initially engaged in a network that primarily domestic. A firm
internalization process commences well beforeirs fiction abroad (Casillas,et al. 2009).

The recognition of a potential opportunity, for teettaking advantage of firm’s resources, is
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within these network capabilities built before partnership with relevant stakeholders. Thus,
taking into account that the initiation of intenoatal activity, is motivated by resources and
competences, acquired over a period of businessriexge, in the domestic market, means
that the delay time till internationalization, iegitively influenced by proactive international

drivers.

2"%Assumption (RPb)

Countries, characterized by a high market poterdat absorb additional productive capacity
and, therefore, provide opportunities for comparii@arder, Garcia and Barber, 2010). The
size of the market, its potential growth, in terafidourism income, and the level of internal
competition, are relevant when choosing the counBgsides the importance of the
destination itself, in terms of localization, cémtamarket characteristics and business
familiarity are significant, in order to developdaget advantage of the ownership-advantages
of the firm. As explained by O"Grady and Lane i®89There is an implicit assumption, that
psychically close countries, are more similar arat similarity, is easier for firms to manage
then dissimilarity, thereby making it more likelyat they will succeed in similar markets.
There are two dimensions that contribute to couattsactiveness, the market opportunities
and physic distance (Peinado & Barber, 2006). Wthennternal motivations of the firm are
triggered by a firm’s specific advantages, the hess environment is fundamental for the
development of the potential, of the firm resouraad capabilities, in overseas markets. In
other words, the perceptions of location-specifactérs play an important part, in
combination with internationalization of ownerstgpecific advantages, in determining
whether or not, and where, overseas production @acur (Dunning, 2002). Due the
motivations of exploring ownership-specific advaygs, environment scanning, is an
important step in the internationalization procedkwing the firm to search and select the
country, with the best potential for firm growthhi$ proactive process is an evaluation of the
most determinant factors that better pull the fifar,an international expansion. The “pull”
factors include all the attributes that make aipaldr foreigner country attractive (Benito &
Gripsurd, 2005). Congruent with Zahra and Garvi0(® the entrepreneurial approach of
firm internationalization, the benefits of opporityndentification lies in the firm capacity to
develop their own capabilities, and, to accesdScatitresources in a foreigner country.
Accessing and developing critical resources inanty with a high level of attractiveness is

implicit in the process of Portuguese hotel firmarket selection, therefore the selection of
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countries of high level of attractiveness is pesily influenced by the proactive international

drivers.

39Assumption (RP2c)

The entry mode, into overseas markets, must be ssea gradual process that results from
interacting, cultivating and maintaining relatioqmhover time. The selection of the market
entry mode is one of the most critical strategicislens, for multinational companies and
entails, a certain level of risk. It affects fututecisions and performance in foreign markets,
and it implies a concomitant level of resource catmrant which is difficult to transfer from
one to another, especially from high level to l@vdl (Root 1994). The entry mode may be
differentiated by the level of resource commitmant the related control of operations.
Resource commitment involves the dedication oftasse specific use that are difficult to
reallocate without considerable cost. The conisotiefined as the ability of the firm, to
influence the various management systems of thanargtion, in order to improve its
competitive position, and maximize returns on fepecific assets (Peinedo & Barber, 2006).
According to Woodcock, 1994 resource commitment@ndrol are highly correlated and the
entry mode is an economic and rational decisioredbas the trade-off between the cost of
control and the cost of capital, of a full commitmhedecision. A multinational seeks
expansion, by direct investment, when it has coiipetadvantages over other firms of
foreigner market and its specific advantage need®¥& protected by its organizational
structure, by that a multinational internalizesfaeeign market activity (Buckley & Carson,
1976). According to the internalization theory, aasxher's market failures (such as
information costs, opportunism and asset spegifieite the main reason, that a multinational
firm must use direct investment, instead of licegsiThe next proposition is engaged from an
important theoretical principle of internationalesgtions, concerning the internalization of
operations, developed for the service sector bynihgn(2000), in the OLI paradigm. The
international firm has several choices of entry modnking from the market cooperative
transactions to wholly owned subsidiary. The indtional firm chooses internalization,
where the market does not exist or, functions poed that transactions expenses of the
external route are high. The subsistence of aquéati know-how, or core ability, is an asset
that can give rise to economic rents for the fififhese rents can be earned by licensing the
firm specific advantages to another firm, exportpr@ducts using these advantages as an

input, or adjustment subsidiaries abro@le hotel's operations combines capital intensive
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and knowledge resources and, its transferencermnstef transaction costs depends, on the
level of protection mechanism against third pdrtanost of the times, the tacit nature of the
hotel capabilities based on firm specific knowledgel competence makes its valuation and
transfers, a complex process because it's difficoltreveal that knowledge, without
diminishing its value. In the hotel industry, firmgsually obtain specific capabilities and
competences through investments in physical, idiostic assets and/or specialized assets
(software, furniture, reservation and informatiogpstems) or in human assets through
educational and specialized training. Normallysthassets are not easily transferable without
a certain loss of value (Leon, Barber and Gardid,02 These specific assets are especially
vulnerable to problems related to divulging infotioa to or to the misuse of information by
the third parts (Peinado, Barber and Heébert, 200Re non tangible assets, like tacit
knowledge are not easily transferred in contractumnal cooperative entry modes (Contractor
and Kundu, 1998). There is a high risk of oppoutiaibehavior, from buyers and sellers, due
the ease with non-codified assets that can be umdewervalued (Madhock, 1998). In the
particular case of Portuguese hotels, there argonsathat can lead the firms to use direct
investment, when going abroad. The nature of sigecdsources and competences, of
Portuguese Hotel firms, is characterized by a heyel of tacit knowledge with low asset
codification mainly, due limited scale size effeahd little international experience, so in
these circumstances might occur higher transaatmsts when the firm externalizes its
operation. Markets with a high potential of toudstesource exploitation, are markets in
emergent countries, with low level of industry catipveness (Holjevac, 2003). The
uncertainty of local partner’'s behavior, regardihg incapacity to develop operations in
accordance of high quality standards, and complefitPortuguese hotels, is an important
factor that may also influence the entry mode dewcis Therefore, Portuguese hotels firms
show a higher tendency to choose high control entrges, within asset commitment, due to
the market specificities and internal competences.

Given the previous assumptions, the strategic elsostich as, time of entry, country choice
and entry mode, carried out by Portuguese hotekfilare influenced by the internal proactive

drivers and market specificities, therefore;

RP— In the Portuguese hotel sector, the combinatioh groactive organizational and

environmental drivers, positively, influence theri international strategic choices
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According to the theoretical principles, the twapositions developed above summarized in
a value proposition modefFigure 5)will be subjected to a validation process in adeoce

with the research methodology described below.

Figure 5 — Value proposition model
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5 - Research Methodology

5.1 - The research strategy approach

Since the research will be focused on understanainthexplaining the internationalization
process of Portuguese hotel firms, a comprehensivki-case study will be applied as a
research method. The case study is a researchgstrathich focuses on understanding the
dynamics present, within single settings. Becahsenuultiple-case studies methodology is
more robust than a single case study (Yin, 199 ptitential benefits of data availability and
quality, will compensate the sample size and sthergthe study’s reliability. The approach,
regarding the epistemological position, is via audtive strategy, where the researcher
Although, the majority of international managemstuidies have implied the inductive theory
building approach (Voss et al.,, 2002), a numberaothors have proposed, the use of
deductive approach, for theory testing purpose& fioposal to test existing theories is in
line of other studies, in general business distgdi operations management (Barrat, Choi
and Li, 2011), and marketing (Bonoma, 1985, Hillatst and Johnton, 1999). In this
particular case of study, and, in line with Bonorti985); Bryman, (1988); Johnston et al.,
(1999) there is a confirmatory purpose and the@pyateness of Resource Based, Behavioral
and International entrepreneurship principals, toplan the phenomena of
internationalization in the Portuguese hotel sector

According to Yin, (1994) and Cavaye,(1996) one bé tmain requirements for using
gualitative research for qualitative purpose, &t tihhe case study must begin with an existing
main paradigm for development of the research hgs®s. The desire to test propositions,
guided the strategy of the study to adopt multecatudies as the method (Yin, 1994)
providing description and explanations, to tesgemerate theory (Eisenhardt, 1989). Bonoma
(1985) argues that the case study research iscplarly useful, when the phenomena of
interest, cannot be easily studied, outside itaradtetting, neither readily quantified. As Yin
(2003) points out, studying a phenomenon that takaese in rich contexts will end up having
too many variables to consider for the number ofepbations made. Consequently, the
application of standard experimental and surveygdesmay not be appropriate (Johnston,
Leach and Liu, 1999).
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A case study approach has the capacity to accontmadaariety of research techniques, the
flexibility to select appropriate information-ricbases to study holistically, the ability to
investigate contemporary events and carry out reBeaithin defined boundaries related to
the chosen investigation subject.

It also includes multiple sources of evidence, imitklifferent data collection methods,
allowing the investigator to elaborate differenaigulation techniques. Besides being a
method of validation and verification of data, mgalation is used by researchers to ensure
that the account of information is rich, comprefemsand well developed in order to
corroborate findings and test its validity. Validiin qualitative research, relates whether the
findings are true and certain, in the sense ofdhglings accurately reflect the real situation
(Gion, 2002). According to Denzin (1978) and Pat{d®99), there are four types of
triangulation to facilitate a deeper understandioig one phenomenon, such as data
triangulation, investigator triangulation, theoryriabgulation and methodological

triangulation.

Figureg — Yin's multi-case study research steps
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The multi case aproach can be exploratory and eafbay, focusing on specific aspects of

the organization (Yin, 1994), not intending to stude entire organization, but rather, focus

on a particular issue, feature or unit of analydifien analyzing the behavior of the multiple

case studies, in their similarities and differendés possible to infer patterns of behavior

(Yin, 2003). This approach allows testing if théial theory-derived propositions in fact are

relevant for Portuguese hotel firms and, at theesime, refines and develops propositions
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outlined, herein. In choosing information rich cgsérm selection, plays a crucial role to
achieve the purpose of this qualitative approachalfical conclusions, independently
arising from multi case studies, will be more pdwethan those coming from a single case
alone (Yin, 2003). The choice of multi case studibsws introducing new contexts and new
circumstances, enabling, if necessary, the reseatohreplicate and generalize the results.
To achieve the purpose of understanding the drifegrthe internationalization of Portuguese
hotel firms and its influence on the internatiomation strategies, this multi-case study
(Figureg) will follow a series of specific steps proposegd¥in (2003): the theoretical model
design, the selecting of the hotels firms and thiedaction of the multiple case-studies for

further analysis and conclusions.

5.2 - The model design and theoretical fundaments

The research approach used in this study is “thii®ty, where a value proposition model is
developed according to theoretical principles. ¢ase studies, theory development as part of
design phase is essential; whether the ensuing stadg purpose is to develop, or to test,
theory (Yin, 2003). In this particular case, thexg®l purpose of the theoretical model based
on intersection of several theories, is to expldie extent to which drivers of
internationalization, can contribute to an entraepreial approach of internationalization and
its influence in the related strategic choices.

The definition of stimulus or drivers, concerns faetors that stimulate the adoption, and the
development of international activities. Some aeckers distinguish between factors
responsible for initiation exporting (stimuli /deks) and factors for sustaining exports at
subsequent stages (motivators), although thene ismderstanding that these are often closely
related (Leonidou, 1995; Bilkey, 1978). In this tparar research, the definition of stimulus
that drives to a certain behavior, were used aautbdid in his seminal text book (1987).

The rationale of the model was based on the inteseof Resource Based Theory (RBV)
and Entrepreneurship Theory, to explain why Porisguhotels firms engage in international
markets. The alternative of using complementaryorilee to explain an organizational
behavior is recommended, by some researchers (M[B9; Bomona, 1985) in terms of
methodological rigor. Instead of adopting the useme behavioral approach, the strategy
here, was the creation, within the same theoretiaatework, of two behavioral approaches,

avoiding ambiguities and biased practices, in thestruction and analysis of case studies.
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This solution is recommended by various authorgyuviercome potential criticisms in using
qualitative case studies, for deductive, theorytastng purposes (Barrat, et al., 2011).

After data analysis, the initial theory—derived msitions can be modified in a final
proposition scenario. One of the strengths of théearch is, despite, an initial assumption of
a proactive behavior, keeping an open minded twalhe respondents in the study to explain
their own motives and attitudes. According to Limpand Dess, (1996) and McDougal and
Oviatt, (2000), an entrepreneurial and resourcgedaapproach to internationalization, is
focused in the willingness to allocate scare, gpeaiternal, resources and capabilities to
meet market opportunities. By the contrary, a feacand defensive approach can be a
response of competitive and institutional pressucebok to internationalization, as a way of
improving or, overcoming internal problems (AlbauBtrandskov, Duerr and Abetii, 1987).
A matrix (Figure 7) within Barllet's (1991);Czinkota’s (1982) and Aiba et al.(1989)
motivational dichotomized variables, was developebetter visualize the constructs, within
the model, in a clear association, between the gutiulus and proactive drivers and, by

opposite, between reactive drivers and push stisnulu

Figure 7- Internationalizationgxpach, Based on Motivational Stimuli Factors
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Such a distinction may be important, because ititles the nature of internationalization
decision: is the foreigner activity initiated besawf need for international expansion, or, on
a purely basis to improve an already situation bé& tcompany. The initiation of
internationalization, especially for a small anddmen firm, may not simply be the result of
pursuit of opportunities in other markets, but nego represent a response to the home
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market environment (Cheng & Yu, 2008). Organizaiatheory emphasizes, that firms are
responsive to the signals they receive from otlagtigs, within their organizational field. The
adoption of new practices by firms is influencedimstitutional pressures, which are, in turn,
related to various sociological conditions withimT's external environments (Zucker, 1987).
The pressures that exist, within environment, maaleritical factor, for small and medium
firms, to initiate or develop internationalizatiantivities (Kraatz, 1998).

The linkage between competences based stimulusCdridvariables within Dunning’s
framework was the basis to determine in what extieatdrivers of internationalization can
influenced or not the strategic choices of the IHotas.

Despite the OLI Dunning model was widely appliadhe past to explain country choice and
entry mode decisions, (Dunning & Mcqueen (1982);n8w(1994); Dunning & Kundu
(1995); O'Gorman & Mctiernan (2000);Peinado& Barf@006); Quer, Claver and Rosario
(2007), it fails due to the neglect the importantstrategic factors and related contingencies
surrounding the decision maker (Cuervo, 2011).

Given the weaknesses pointed to the Dunning makelchoice of the determining factors
behind the explanation of the strategies adopte@Py, were also based on the principles of
international entrepreneurship within a reconaligtapproach between internalization theory
and paradigm eclectic pointed by Rugman in 201@s Bbarder reasoning allowed finding a

more consistent set of variables (determinant®fartvithin the value proposition model.

5 .3 - The study’s dimensions and variables

Qualitative data analysis is a process of puttiogether data, in a straight forward way,
therefore, making the invisible obvious (Morse, 4p%or that, it is necessary to frame the
determinant factors within dimensions to produceusate and comprehensive patterns. A
case study reveals theoretical relationsitn and can be used, to uncover processes that link
inputs and outputs, within a system (Lacey, 19T8)s implies that the researcher draws a set
of variables that allows an easy reading, of how phocess happened, to capture the key
dimensions of the research questions. Accordingréwious research and literature review,
these factors or variables were listed in cascadélés) and integrated in a comprehensive
framework (Figureg) derived from Loustarinen’s and Welch (1993) andz#Rer's and
Konecnik (2006), for case study guidance. This &ark explains how factors are framed
and divided in a logical way, for further deductamealysis. Extracted from previous studies,

these relevant factors will be consolidated andpedpnto a more manageable and consistent
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list of topics to better identify in the explanatdreld work the dimensions and variables of
the case study analysis. The main difference betvilee author’s original frameworks and
the modified one, is the introduction of the motisa (Why) dimension instead of the
product dimension. This fact is due the lack oturity of Portuguese hotel companies in the

process of internationalization.

Figure 8- Analytical Framework dimension guide -afathted from Loustarinem & Welch_1998
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The product diversification, as a strategy, onlypegrs in a more advanced stage of
internationalization and sometimes, is not suitakih some industry services (Rodriguez,
2002). Different dimensions of the internationatian strategy have been covered in the
literature, always focusing three kinds of decisiahe time of entry, the geographical choice
and the entry mode (Tuppura, 2008).

Table 5 — Dimensions and factors, identified inlttexature, as determinants for international eyegaent and

related strategic choices.

Dimension Coding Level Variable Source
Resources 1
Scale Dhan&adeamish, 2003
Marketing Cadogan, 2002
Experimental Kalela, 1RO
Motivation la
Growth Beattie, 1993
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Dimension Coding Level Variable Source
Profit Bea1993
Brand Recognition Beatttie, 1993
Risk Diversification Beatttie,1993,Rugman, 1975
1b
Market seeking Dunning939
Efficiency seeking Dunning, 1993
Strategic resource seeking Dunning, 1993
Network seekers Hanson & Hedei, 2007
Internal Stimulus 2 Jonhston & Czitkal 982
Competences / Capabilities Albaum, et,al, 1989
Synergies Albaum, et,al, 1989
Managerial Urge Aliba, et,al, 1989
Logistic / Production balum, et,al, 1989
External Stimulus 2 Jonhston & Czinkota, 1982
Market opportunities Albaum, et,al, 1989
Accessing local benefits Albaum, et,al, 1989
Stakeholder follow Albaum, et,al, 1989
Domestic Market Contingences Albaum, et,al, 1989
Competences 3
Operational Cleveland, ef.&B9
Marketing Weeradenna, 2003
Network Liesch et al., 2002
Synergies 3
Scale economics Cave&21®unning, 1988
Scope Economics Sarkar, Cavesgulakh 1999
Managerial Urge 3
International Experience Cayil 1982;Grisprud, 1990
Managerial Style Cavusgt82;Grisprud, 1990
Managerial Skills Cavusgil, 1982;Grisprud, 1990
Production / Logistic 3
Receipt of unsolicited orders Albaum, et,al, 1989
Availability of unutilized capacity Albaum, et,al, 1989
Market Opportunities 3

Strategic Assets
Bigger Market

Cultural proximity

Dunning, 1993
Hansson,2007
Johanson & Vab)r1977
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Dimension

Coding Level

Variable

Source

Accessing local benefits

Stakeholders follow

Domestic Market 3

Contingences

Time

Host Market Determ.*

Entry mode

Geographic proximity

Competitiveness

Taxes
Legal
Financial

Clients

Competitors

Size
Competitiveness
Stagnation

Decline
International Vision
Critical Incident

Critical Size

Market size

Market Growth (Potential)

Country Risk

Market Competitiveness

Physic distance

Host Market Determinants*

Tacit level of competences
Complexity level of competences
Global Stategic Factors

Johanson & Vahing71
Kundu & Contracfi®@99

Sevwm& Flanagan, 1985;Go & Pine, 1990
Seymour & Flanagal985; Go & Pine,1990
Krugman & Graham, 1989

Olsen, 1991;Kundu, 1994
Vernom,1974;Knickerboker,1973

Cheng & Yu, 2008
Cheng & Yu, 2008
Butl1 980

Butler, 1980

Oviatt & McDgall, 1994
Bell &t2001
Johanson & Wiedeim-Paul,1975

Kundu & Contractor, 1999
Kundu & Contractor, 1999

Kundu & Contractor, 1999
Kundu & Contractor, 1999
Johanson & Vahine, 1977

Darder et al.2010
Peinado et al.2007

Erramili et al.2002

Kogutand anddéa (1993)

Theresource dimensionconsists of tangible component, physical, asdetsproperty, plant

and equipment and intangible components like huroapital, brand and technological

knowledge (Grant, 1991). Although many differemids of resources may be available due
the tangible and intangible nature of the hoteliser three major ones, emerged for this
study. Resources derived from firm size, or scateyible resources (Dhanaraj & Beamish,
2003), relational or market resources (Shervanir&aStava 1998), (Cadogan, 2002) and

experimental resources (Kalela, 2010).
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The variable size will be measured based on thgrgebic distribution, in domestic and
international market, rooms available and turnovadapting Erramilli’s 1991 study, on
firm’s behavior, the scope of activity is deterndiri®y the geographic distribution in a certain
territory, in this particular case, by tourism i@us in Portugal, for domestic activities, and by
its activity in international markets activitiesubning and Kundu, in 1995, used the turnover
to define the size of the hotel company in a staflynternalization within the hotel sector.
Quer, Claver and Rosario in a 2005 study usedutmver to measure the dimension of the
hotel and argued that the variable number of enga@sys less accurate, due the peculiarity of
the business with a high degree of seasonal workasbn, Johnson and Vanetti, in their
study of the location strategies of internationatiels chains, dated from 2005, categorized the
hotel dimensions according to its number of rooms.

In terms of market or relational resources varigptbe study will cover the firm specific
issues. These resources can be tangible and ihtangnd, can also be found in any
functional area of the firm (Erramilli & Sharma, ®0. For intangible specific resources the
Shervani and Srivastava’s (1998) classificatioriirof resources, relational assets or market
based assets are more appropriate for the idioatyncerature of the hotel sector, due to the
high professional level skills on human investmelgep knowledge of the market and, in
most of the times, service customization. Thati@hal assets are closely related to firm’s
relationship with consumers, clients, suppliers atiter relevant stakeholders and concerns,
mainly about, tacit competences. For the othetioglal resources, the study focuses mostly,
in technologic competence related to reservatiah iaformation systems, brand presence,
and concerns mainly with coded competences.

As to the experimental resources, there is a ctetdionship with the time and market
variables, pertaining to the firm’s activity, irrmes of domestic and international engagement.
The domestic experience is expressed by the dareafids activity since inception and scope,
in domestic territory. The international experiemceengagement is expressed by the degree
of internationalization in terms of room’s capagityulti-country presence and length of
activity in foreigner markets. This variable is iorfant to determine the timing of the first
international operation, its extent, and the degrethe firm’s engagement in international
market. Chen and Dimou (2005) used this indicata study of the hotel firms’ expansion
strategy, which highlights the number of years sitite first international operation, in a
second country classifying the hotel company fromw ninternational to long time

international. The degree of internationalizatisrdetermined by the multi-country presence
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and the geographical scope of international agtivitogut and Singh (1988) used these
variables as international experience, in a stubiclivemphasizes the cause of preferences of
joint ventures in USA, by foreign entrants. Erranaihd Rao (1993) used the ratio of hotel
firm’s overseas rooms, over total rooms, to expilesdevel of internationalization. Another
important determinant of the experimental resoursdke firm / managers experience in the
international market, and can reflect the desird aammitment toward exporting. This
variable can be explained by prior experiences ahagement in international markets, and
it's net of relations with stakeholders, throughmuiérnational exposure.

Thefirst strategic dimension,within the research propositions, is the motivapattern, and
indicates the endogenous (organizational) and examge (environmental) nature of the
motivations (drivers), for the internationalizatiaecision. Dunning (1993) introduced a
model of internationalization motives, classifiadfour main categories. These categories are:
market seeking, resource seeking, efficiency sgelimd strategic resource seeking. Beattie
(1983), in a study for the European hospitality ke&r introduced first-order reasons or
motives that induce an international market oritog such as, economic performance, risk
diversification, brand image strengthen and madgettingences. According to Czinkota
(1992) these motivations can be proactive or, hyosjte, reactive. Within the motivational
pattern, Walter in 1988 and Lowendahl in 1992 dddthe stimulus factors of
internationalization of service firms, in the imationalization of the clients, the scope and
scale economics and globalization of the main cditgoe All of those factors can be
included in Czinkota’s (1983) dualistic motivatiaassification, later developed by Albaum
et al.(1989), in a two typology scheme combinationfour categories: internal-proactive,
external proactive, internal-reactive and extereaktive. According to those, the stimuli
factor behind the motivation pattern is potentialmeasure the proactiveness of the variable
motivation. Within the literature, the motives hathiinternationalization have been based on
the analysis of ‘pull” and ‘push’ factors stimulasd its reactive and proactive responses.
These factors, or stimulus, can be classified, rateg to their proactive nature responses.
Proactive stimuli denote export behavior based 6mas interest in exploiting competences
and market opportunities (Leonidou, 1995). Firmstivated, by proactive stimuli exhibit
aggressive, positive and strategic behavior, whistctively firms are characterized by a
passive, negative and tactical approach, towargerérg (Cavusgil, Czinkota and Johnston,
1983).
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The second strategic dimensionis the time pattern behavior, and indicates homglthe
firm waits from inception to first internalizatioand the related pace. Adapted from
Svensson’s (2006) terminology, it is argued that finst variable can be measured, from
inception or short after, or in an opposite waygafter inception. According to literature,
the path that firms, follow along internationalioat, depends of both internal and external
factors. From a managerial international vision do critical incident, the pace of
internationalization was divided also in three greusomehow linked with Svensson’s (2006)
classification. Born global, adopt a rapid paceheir internationalization decision and are
considered to have an international vision (OvéatMcDougall, 1994). Born again global,
are firms that are well established in their homarket and have had no impetus to
internationalize, but which have, suddenly, dueatocritical incident, embraced rapid
international engagement (Bell et al.2001). Tradailly internationalizing, are firms that
adopt a later and slower internationalization pagereaching a critical dimension, through a
series of steps in domestic market (Johanson & &stekim-Paul, 1975).

Thethird strategic dimension is the market pattern orientation, and concerns waaables
were determinants in the process of selection anuhtcy choice, within related strategic
orientations, such as, concentration and diveegibo. International studies have focused on
the complexity aspect of external environment, tileo words, country market attractiveness
and location familiarity as indicators of counttyractiveness as a strong determinant for the
market choice strategy (Buvik, 2002). For Nordstrand Vahle (1994) the psychic distance
consists of cultural, structural (legal, administ@ and labor) and language differences. For
O’Grady and Lane (1996), psychic distance, shouldudle industry structure and
competitive environment. According to Kundu & Cautor, 1999 the country attractiveness,
which includes the market size, the market growdke,r the country risk, the market
competitiveness and psychic distance are strongtoptnost determinants while choosing
hotel location strategies. According to DunninggQ@p the advantages of location are linked
to local factors of the host country environmemtd aan justify the presence in that country,
being an essential complement to the company specimpetitive advantages. According to
llhéu (2009), to answer the question of what infltess the choice of countries, or markets,
are liked to where the companies are expected parek and operate with success. This
guestion also can be explained by the theorieshefbiehavior described in the literature
review, and should take into account the type gqir@g@ch to markets, and the company's

strategic objectives. An opportunistic approachusthevolve and be supplemented by a
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systematic approach, balancing on one hand, tleenaltcompetencies of the company, and
secondly, the appropriateness of the market tactingpany's goals. Kotler (1994) presented
three criteria that facilitate the selection of timarkets choice process, its attraction, their
potential, the risk and the competitive advantdbasgenerate these markets.

Thefourth strategic dimensionis the entry mode selection and is associated théldegree

of commitment and control of resources by firmsthair international operations. According
to Zhao, Lou and Suh (2004), the transaction cagalles have been recognized as major
determinants of entry choice modes. In the viewhefexistent literature, this study adopted
the Hill et al. (1990) model. The author identifiegriables that influence the entry mode
choice such as, the variables related to the emviemt, the transaction variables and strategic
variables. The relationship between these variabtes entry forms are determined by the
nature of resources and competencies, within thepany and the degree of need to control
these resources. Normally, a high degree of resowommitment suggests a less
collaborative venture with high level of controleyvthe operation. Contractor and Kundu
(1998) adopted a commitment scale, which variesafeofully owned to a non equity and
from full control to no control respectively. Thansaction cost variables group and the host
market variables, are determinant for entry modaoghaccording to Darder et al. (2010).
Erramili et al.2002 and Peinado et al.2007 emplatie level of tacit competences and
complexity of product, as relevant factors for gntnode choice. Kogutand and Kander
(1993) focus the impact of organizational competsras determinants factors of entry choice
mode. According to the authors, in more advancadest of international engagement, the
firm must weigh the entry mode decision, consisteitih the strategic position, taken by the

company about its international career.

5.4 - Selecting the study cases

According to Patton (2002), the sample selectiogualitative inquire, depends on a number
of factors among which, the purpose of the inqaing what can be done with available time
and resources. The validity, meaningfulness angjhis generated from qualitative inquiry
have more to do with the information richness of tases selected and the analytical
capabilities of the researcher, rather than thepgarmsize. The participating firms can be
counted as rich cases, because they were chogbe byidence, regarding their international
presence. Case studies are not usually intendéeé tepresentative, but the bases for their

selection and for their exclusion are still neeftmdthe assessment of the evidence founded
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for testing or theory generation (Yin,1994). Byattiag each case as a study, the focus shifts
to choosing the case or cases that are best daitadestigate the theory. Thus, selecting the
case study or the set of case studies is simitathé¢ decisions made by a researcher
conducting multiple experiments (Yin, 1994).

The target population is formed by Portuguese bofgms with international lodging
activities outside Portugal. The internationaliaatiof the Portuguese hotel industry is a
relatively new phenomenon and most of the hotehdironly started internationalization in
the late 1990°s. Given that Portugal is a smalhtgu the population of the hotel firms that
have operations abroad, is small. Due the limitegension of the target population, a non-
probability purposive sampling method was adoptdthis kind of technique is often used
when the researcher deals with small samples ssicinahis particular case. Despite not
being able to generalize, based on statistical gisuthe selection of the enriched cases
enables to answer the research and therefore, dsfpe proposition testing. A small sample
can contain particular points and, any patterns ¢naerge are more likely to be observed
(Patton, 2002). As the purpose of study is notaoklfor the frequency of a particular
phenomenon but, to examine patterns of behaviar, ithportance of sample logic is
misplaced, in statistical terms (Yin, 1994). Acdaglito Eisenhardt (1989) in case study
random selection, is not necessary. Given thednitumber of cases which can usually be
studied, it makes sense to choose cases in whihptbcess of interest is “transparent
observable"(Pettigrew, 1988).

The methodological approach followed in respectthed selection work case study was
divided into two phases. The first was to makersemtory of the Portuguese hotel firms that
are already overseas, taking into account therieritdready adopted by other authors in the
field of internationalization of hotel companies. this study the first criterion for selecting
the cases, is the existence of international digtsvin hotel operations, in a consistent basis
following Dunning and Kundu’s (1995 and 1999), enid of having two proprieties abroad
within two years of uninterrupted international cggens. As this study intends to give
particular emphasis to the Portuguese hotel firimat consist of organizations, people and
material resources in a given socio-cultural atlka,second criterion is that the hotel firms
have the majority ownership owned by Portugueseesiodders within a Portuguese brand
image. Given the complexity and diversity of motivas and difficulties in obtaining

concrete data about a particular activity, werd t@i the sidelines of this study hotel
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investments made by Portuguese groups which casied®as was not the hotel business,
whether building and financial groups that do manlagtels in Portugal.

The second phase was to build a database of tbesgacies, since the information collected
was scattered and not systematized. So severéksntiere contacted, that somehow, might
have information about the international operatioh®ortuguese hotel firms such as, DGT
(General Direction of Tourism), AICEP Portugal Gib TP (Tourism Institute of Portugal)
and CTP (Portuguese Confederation of Tourism). Utliis initial demand, an introduction
letter (Appendix A) was sent to the four entities relatedthie tourism sector, in order to
obtain relevant information to the selecting precasd logistical support in terms of location,
and access to the hotel firms. Simultaneouslysaameh on other secondary sources, such as
magazines and journals, and institutional and gatposites, was made, both to find new
hotel international businesses, as well as to cetaglompany information already gathered
in a data base.

Thus, 28 companies were scheduled in a databasd wias subsequently reduced to 11 in
view of the selection criteria mentioned abovethiis first selection stage, eleven Portuguese
hotel firms (Tables) were listed and analyzed in order to gather tisbest and most
significant cases in accordance, with the reseaugbject. According Paton (2002), the
information required the purpose of the inquiry,aivivill be useful and what can be done
with the available time and resources are relevantors for the sample selection, in
qualitative inquiry. Thus, relevant informationdsthered relating to the eleven hotel firms
for further selection of cases which, by their matare most significant, thereby, avoiding
duplicate efforts regarding the collection, progagsand analysis. Saunders (2002) argues
that purposive sampling enables to use one’s judgtoeselect cases that will best enable to
answer the research questions. In order to covedimlensions of the study, the widest
possible, a collection of secondary information waade in a systematic manner, based on
interviews and articles from various print mediahamhe purpose triangulate different data
sources. This practice, in addition to providingnusre knowledge about the population, also
provided a better foundation and robust informafmma subsequent triage. If the purpose of
this study is to test a theoretical model, to eixptae internationalization of Portuguese hotel
firms, the case selection should be as heterogsrempossible. Although this may appear a
contradiction, as small sample may contain casaisdte relatively different, Patton (2002)
argues the following strong point: any patterng tbaemerge are likely, to be representative

to research key subjects. The size of the sampldealetermined at the point of redundancy
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of information (Patton, 2002), ensuring that th@sgn cases are as significant as possible.
Case studies are multi-perspective analysis, mgahat the researcher considers the relevant
group of cases. Bonoma (1985), Johnston (1999)Yamd1994) advocate that, cases must
complement each other, in terms of, similar corstextd polar extreme types. Patton (2002)
and Merriam (1998) suggested several strategielext cases using purposeful sampling,
one of them is the deviant sample or maximum anasample, which means the cases are
rich because they are unusual or different; in ¢hse the difference can mean a “valid way”
to generalize to entire population. In terms ofifing to a minimum variation sample by
trying to only cover the types of companies, in theerage, in terms of behavioral
dimensions, there is the risk to miss out a nunebelifferent groups of companies that make
up quite a high proportion of the population.

By seeking maximum variation, averages companies artomatically included. The
principle is that, if you deliberately try to inteew a very different selection of people, their
aggregate answers can be close to the whole papuldthere are two main occasions for
using maximum variation sampling, when the samsglgery small or, when no population
information is available (Dennis, 2004). Accorditg Hennart, (1985) the choice of the
sample can be based on the principle of maximizimg variables of interest, while
minimizing variations related to what you want ek constant. In this particular case, what
matters essentially are the drivers for internai@ation and the related strategic choices.
Therefore, among the eleven firms eight were setewtith the larger degree of difference,
concerning domestic and international activity withthe Tableg information. Prior to
collecting the data, it is important to set openadl criterion whereby candidates will be
deemed qualified to serve as cases (Yin, 2003)se%&m in Appendixes (B) and (C) at first
sight, it seems to be a homogeneous populationwefvé within the hotel companies,
however, beyond the fact that, they are all hotelgs, with international business activity,
there are important differences among them. Cagkest are not to be viewed as “sampling
units” in inferential statistics but rather as ‘mdual studies” that are used to confirm or
falsify a theory (Cavaye, 1996; Yin, 1994). Thus,atempt was made to purge the sample
from identical cases it relates to comparing cdpaaomestic operational activity and
international activity. Accordingly, eight hotel opanies were selected. Once it has been
established the hotel firms that potentially folme basis for the multi-case study, the process
of initial contacts started, through a letter ofeimt (Appendix D) including the following

elements: presentation of the researcher and si®ameh project, scope and framework of the
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study, formal invitation and guidelines about thegess of gathering information. In this
initial contact it was crucial to emphasize theentfic character of the study and its
confidentiality. It was also imperative, at thisage, to define the profile of the person

interviewed, in accordance with the scope of ingesibns and the availability of the

company.
Tableg(Data provided by hotel companies and reportinigpéoend of 2011)
Overall Domestic | International Year of 1* Associate
International
Year Rooms Tourism
Hotel Firm Rooms Market Market Internalization Products
Foundation segment
Hotel
Hotels otels (Scope) (Scope)
) Real Estate
1015 817 Cascais .
1 1990 Turkey 2010 Leisure Golf
3 2 Algarve )
Medical Care
4237 850 Leisure
2 1986 All Brazil 2001 ) Real Estate
23 6 Business
3262 1250 ) Angola .
3 1978 Lisbon . 2005 Business| = -
20 4 Mozambique
1232 1232 Cape Verde
4 1998 | 1 | - . 1998 Leisure | -
6 6 Brazil
Business
3280 512 )
5 All Brazil 2006 Congress Golf
1933 14 2 .
Leisure
Madeira Business
7 102 )
6 1972 985 ) Algarve Brazil 2008 Congress Golf
Lisbon Leisure
891 226
7 1970 5 ) Madeira Brazil 2005 Leisure |  -——--
908 348
8 1998 5 ’ Madeira Brazil 2005 Leisure Real State
Madeira
1236 214 ) ) )
9 1988 10 3 Lisbon Brazil 2006 Leisure Real Estate
Algarve
South .
) Leisure Real Estate
9470 2946 America
10 1972 All . 1998 Congress Golf
90 22 Africa )
Business Travel
Europe
4142 3000 _ Angola Business Vertical
11 1978 Lisbon . 2006 . .
11 5 Mozambique Leisure Integration
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Accordingly, the outline of the interview and foNleup questionnaire was sent (Appendix E).
This follow up questionnaire, which was sent afte formal acceptance of the invitation,
was divided into two parts. The first part allowelotaining data to categorize the company
according to the size, international presence &edmain sector of activity, validating the
status of Portuguese international hotel company.

The second part of the questionnaire, allowed wtdeding the degree of international
activity of the company regarding the year of in&ionalization, the country of destination
and type of operation, validating and supplementireginformation previously obtained by
the investigator by secondary sources. From thhatdmymal invitations, one hotel group
(Firm 1) declined to participate and therefore ghady case participants were reduced to

seven.

5.5- The unit of analysis and the observation unit

According to Yin (1983), one of the most importasteps of a research project is the
definition of the unit of analysis. The unit of dyss is the major entity that is analyzed in a
research study. According to Bryman and Bell (2008)the study analysis to set the
conclusions of your study that determines what isitn the context of qualitative research,
it is sometimes to differentiate what are unit diservation and unit of analysis. In this
particular case, the unit of analysis is the hbtei, and the main unit of observation, is the
firm manager, once the main information supporesifrom the data collected at the level of
managers, responsible for the process of intemmaiization. In first line of analysis, and
taking into account the interviews, all respondentgere responsible for the
internationalization process from the first momemnigl in most cases, were administrators and
shareholders of firms. In a second line analysgarding the confirmatory questionnaires,

the observation level focused also on developmashinaarketing directors.

5.5 - Conducting the multi-case study

This part of the research methodology, also caledocol, was one of the critical phases of
the study since, from this depended the futureséarch and the ability to handle unexpected
problems. It was essential that the researcher thadappropriate expertise, to carry out a
complex work of reviewing and preparing all theumsptions of the problem in order to

become more flexible, in collecting and analyzirjad The adaptation of a research plan,
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regarding the processing of evidence and facts weaie not expected, is fundamental to
guarantee that the process does not reach a dehditeis vital to raise more relevant

questions to later, be able to process all theeené found. The protocol is a special and
effective way of dealing with the overall problewof, increasing reliability of case studies

(Yin, 2003).

5.5.1- Case study protocol

Theprotocol is a major way of increasing the reliapibf case study research and is intended
to guide the investigator, while carrying out tregalcollection from a single case to multiple
case studiesy(in, 2003).The case study protocol is a standardized agendhdaesearcher,
essential to conduct a multi-case study.

Figure 9 — The Case Study ot

N

Data Collection

-ldentification the data to be collect.
-Definition how the data will be collect.
-Definition how the data will be stored
-Scheduling and Agenda

Data Analysis

-ldentify the criteria for interpreting the data
-Identify which data elements are used to address
which research questions

-Scheduling and Agenda

Validation

-Construct: Operational measures fits the
theoretical concepts

-Internal: Relationship between outcomes
and intervention

-External: Identify the domain to which
study findings can be generalized.

Yin's (2003) protocol framework

Consists in a whole set of tools, procedures atekrihat are used in the conduction of the
case study as a guide for the researcher. In treept study the protocol (Figw)epresents a
set of tasks, outlined and timed according to #search strategy and defines: what data will

be collected, how will it be collected and analyaed how will it be validated.

Data collection
The procedure for data collection begins, long teefbe collection itself, and includes some
critical procedures to conduct the case study. greeess of data collection requires explicit

and well-planned field procedures including: accskey organizations or interviewers,
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sufficient resources while in the field and makaglear schedule of data collection activities
that are expected to be completed, within speciiedods of time (Yin, 2003). At the same
time, it is necessary to meet the conditions tessdkey organizations and define the sources
of data collection. The sources of evidence, nergsto conduct the case study, were
communicated in the initial approach, to the po&dmase participants in order to obtain from
each organization an explicit acceptance, of tlam presented for gathering the respective

information.

Sources of evidence

Yin (2003) suggested three principles of data ctitbe for case study: The use of multiple
sources of data, the creation of a case study lieta and the maintenance of a chain of
evidence in multi-case analysis. This researchasiy based on semi-structured interviews
to top level managers, responsible for the intéwnatization process. The semi-structured
interviews allowed to orient the first propose b tstudy in terms of understanding the
motives of the internationalization. Through iniews, the researcher needs to obtain a deep
understanding of the critical elements of the fiamd its management actions. In a semi-
structured interview, the validity of the study dasm enhanced, allowing more conversation —
in an interactive format, where both sides feeythave a joint commitment to produce true
knowledge (Grindsted, 2005).

This primary source was complemented with a corstory questionnaire and supplementary
secondary evidence such as, audio-visual mateiealyments and firm reports allowing data
triangulation. This method helped to overcome ttoblem of “mistaken” memories from the
interviewed, as it facilitated the confirmation ®dme oral statements. The use of different
data collection methods verified the consistencyhefinformation (Patton, 2002). The case
studies are mainly built on personal interviews dmnplemented by secondary data such as
business magazines, annual reports and internalntrds (Andersson, 2004). The need for
triangulation arises from the ethical need to aomfthe validity of the study (Yin, 2003).
Denzin (1984) identified the data source triangatatvhen the researcher looks for similar
conclusion, in different contexts, for further anmal generalization. In analytical
generalization, previous developed theory is used emplate against which to compare the

empirical results of case study (Yin, 2003).
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The semi-structured interviews

Due to the research aim, semi-structured interviewse used to understand, explore and
explain the studied dimensions and the relatiorsshgiween the variables identified from the
literature. A semi-structured interview is a methafdresearch used in the social sciences.
While a structured interview has formalized, linditset questions, a semi-structured is
flexible, allowing new questions to be brought wpidg the interview, as a result of what the
interviewee says. This type of interview providesaogportunity to test topics and to obtain
some answers about the issues of research. Inkemgemay use words or topics in a certain
way to probe meanings adding significance to the détained (Saunders, 2008). A semi-
structured interview is a non-standard interviewiolvhcan be defined as a category of
interview, on which the interviewer commences véatket of themes but is prepared to vary
the order in which questions are asked, and toresk questions, in the context of the
research situation (Sauders, 2008). Despite thergkration about the entire population, it is
difficult to obtain, with this kind of evidence, erargument that has been put forward to
clarify and modify the approach adapted to the g®mation, in quality research. If the
results of the research are related with the thieatearguments, it is possible to demonstrate
that the findings will have a large significanckan cases that form the basis of research
study (Marshall & Rossman, 1999). In the contextho$ study, the researcher personally
interviewed the managers directly involved in theernationalization operations. The
advantage of face-to-face interview was to colledid, first hand and relevant data allowing
probing questions to find more in-depth informatidine interviewer, in a semi-structured
interview, generally has a framework of themesdakplored. Relevant topics were initially
identified and the possible relationships, betwdwse topics, were the best guide for the

initial set of questions.

Scheduling

The semi-structured interview, created for the paepof this research is composed by a set of
open-ended questions that asserted the main diomsnsif research within its specific
variables. The interview was scheduled with thenfmanager through a formal invitation.
After a personal contact, and a formal acceptatheefirm manager received a letter where it
is described, in general terms the objectives efrdsearch and how the interviews are to be

carried out, according to the procedures aboveritbest Haeley and Rawlinson (1993)
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recommended a dual approach: first make a telepbalh€efishing’ for a named person who
is likely to be appropriate for the interview, thietlow this up with an introductory letter. In
the letter, it may be appropriate to enclose atshatline of the nature and purpose, of the
project and an indication of the findings that ntidgie useful to the respondent. It is
important for the investigator to schedule eartgiviews, as well as obtain acceptance by the
business side, to collect documentation and on-siservation. Gaining access to top
managers can be extremely difficult, as well aaraging a mutually convenient time in which
to conduct the interview, which may last severalrgp sometimes even more (Bryman &
Bell, 2003).

The interviews were scheduled from October 20111% November 2011 and had an
estimated duration of 50 minutes. Every interviewmswecorded and note-taking with
acknowledge of the participant, and according ® itiitial agreement, all the names and
interview content were treated anonymously. Siharn2000) recommended tape recording
interviews, to make sure that their content is #yaetained.

Interview protocol

The semi-structured interview created for the paepof this study, was composed by a set of
main questions, in a particular order, that add@s$ke main topics of research, establishing a
relation between the variables of study. In theisgrctured interview the researcher has a
list on fairly specific topics to be covered, ofteaferred to as interview guide (Bryman &
Bell, 2003). It is important to consider what wesddo know, in order to answer each of the
research questions. Thus, the questioning needsver and to be structured in line with the
research framework. The adoption of a frameworka semi-structured interview planning,
allowed the researcher to orient the questionanimppropriate way, pointing directions and
answers in terms of study guidance to a narrow, iBode rationale, field of research
(Silverman, 2000). According to (Bryman & Bell, Z)0 there are basic elements for the
creation of an interview guide, like the creatiohaogroup of questions, that covers in a
certain way, all the research question within thedgs variables. The selection of the
information that should be obtained according ® s$tudy topics is a starting point for the
interview guide. In this particular case, the semmictured interview had a set of topics,

within four types of information:

82



(1)General information about domestic and inteoreti experience

(2)Essentially factual information, about the mainivers, which enabled the
internationalization process;

(3)Factual information related internationalizatgirategies;

(4)View of the facts related to internationalizatistrategies;

To begin the interview, the interviewer introdudeidhself and thanked the participant for
their cooperation in the study, reminding them pluepose and importance of the research.
This “warm up” approach, allows the interviewer gpalticipant to get in the interview
mindset. Before beginning the interview, a few lgaokind questions were asked such as job
title, time with the company, and a reminder to gaeticipant about the type of interview
where it is permitted to express their view of thets, in their own terms. After this informal
opening conversation, a set of open-ended questi@re develop bearing in mind the
relevant topics, as per the interview design. Tim¥o up the topics of interest, probes were
introduced allowing the dialogue and more focusedepth information, to flow. The use of
extended questions and discussion with managetis,amMree course of responses, generates
rich data and unravels the complexity and holistiture, of management issues and decision
making (Gummesson,2006). The first questions weogenexploratory, focusing aspects
concerning the motivations and stimulus for aniahiinternationalization engagement, and
then was introduced more specific questions, regarthe strategic moves of the company.
Given that some issues were transversal and lahgdalj to the whole process of
internationalization, it was necessary that therinew focused on topics already covered and
yet to be addressed. Never losing the thread ntieeviewer felt the need to change the order
of questions. This approach was in order to collassues of concern raised, that otherwise,
might be lost in the interview. It is also importdn respect spacing between questions in
order to make it easier to transcript, taking somages and return to a topic not sufficiently
explored. Taking into account the protocol of théiview, the following questions were
posed to a pre-test validation, in order to seinal finterview guide. According to Kvale
(1996), the format of the questions will be vareabbnsistent, with the nature and purpose of
the study topic. Despite the need for a homogenstiusture across the interviews, to ensure
cross-case comparability (Bryman, Haslam and Wd§94), some probe questions can

emerge during the interview, according to the imdéional experience of the hotel firm. The
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emergence and the exploration of the dependedblesiare vital, for the validation of the
research model.

Pilot interview guide

The first part of the interview starts by introdugiquestions about the international activity
of the CPs. This factual information, gatheredha previous follow-up questionnaire, was
crucial to obtain the characterization of the conypand seek to cover the variables related to
firm experience, in international and domestic retgskIf necessary, the follow-up questions
were placed to cover some important informatiosgersal for this descriptive phase of the

interview, allowing at the same time data triangala

1 - Describe chronologically your company's atyivin domestic and international markets.
The information about the motives, which enablegl ithternationalization process, will be
obtained through a series of questions, which @xplee motives of the firm international
engagement. Concerning the first research questMhat drives Portuguese hotels to
engage in international operations”, this parthaf interview is composed by one introducing
guestion and several follow-up queries, probing specific questions, in order to cover as
possible, all variables of the motivation dimensikeeping in mind what is needed to know,
in order to answer the research question, is importo formulate interview questions, in
order to explore the research variables, withoatigping too much (Bryman & Bell, 2003).

2 — Exploration of the motivations and main drivefsfirm international engagement.

2a) - What drove your company to seek busines®reign markets, what were the main
motivations?

3 — Explanation of the importance of the internad &xternal stimulus for firm international
engagement.

3a) - Explain what stimulates internally your comp#o engage in the international market.
3b) - In your opinion, which external stimuli warmeportant for your company’s engagement
in the international market?

The third part of the interview is focused mainbn the second research question, and
concerns how Portuguese hotels firms develop armlemrent strategies, in international
markets. The explanatory nature of this set of tjpes is important to understand the
reasons, for certain strategic choices, and taatdiall the information obtained from other

secondary sources.
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4 —Explanation of the strategies developed by younpany, concerning the market and entry
mode choice.

4a) — Explain the choice made by your company,roigg where to enter and, what were the
reasons supported by that decision

4b) — Explain the choice made by your company iiggrhow to enter and which factors
supported that decision.

The fourth part of the interview is an extensionttué first issue, and focuses on the future

intentions of the company's engagement, in intevnat and domestic markets.

5a) - What are the company's plans for the domasticinternational markets.

The final guideline of the interview was obtainedter a pre-test in order to validate their
operability. The pre-test was performed with ondhef potential participants (CP5), before

the main field work begins.

Secondary sources of evidence

As mentioned before, documents and records aresaalces for case studies. In addition to
personal interviews, other secondary sources od eare used to find and complement
information related to firm profile and internatadrstrategic behavior (Publituris, Turisver,
Ambitur, PressTur, Diario Econémico, Exame, JomalNegocios, Semanario Econémico,
Expresso). The social researcher can undertakeriealpesearch based on others sources of
information, such as, news articles, press releastsnet and other supportive information
to bring up to date information (Denscombe, 200Bhis kind of information, obtained from
a variety of sources is the support for cross-cimgclor triangulation of data. Thus,
documents were used to introduce, check and coenfifet data gathered from participant’s
responses. Before and during, the investigatiorcgs® some quantitative indicators and
qualitative data were requested from the companyatilitate the analysis of the data,
avoiding waste of time in interviews. Five shoregtionnaires (Apenndixes, E,F,G,H,l and J)
were sent to CP managers to obtain informatiomgutlin a set of multiple direct questions,
regarding the resources dimensions and main detants, of internationalization and factors
related with internationalization strategies. Mawmiythese indicators are not available in

secondary sources and, compiling them may requirffart from various internal sources of
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the organization. It's not expected that the inéswvitself can provide this information
therefore, a follow-up questionnaire was sentvahg the interviewer to receive introductory
information of the hotel firm by the time of intéew. While the follow-up questionnaire
(Appendix E) focuses on the scale of resourcesnaglsent, as soon as the study participant
formally accepted his contribution, the confirmatajuestionnaires were sent after the
interview, and enables to confirms with the resmms and other senior manager staff the
importance of the stimuli and determinants factorthe process of the CPs international
engagement. The determinants confirmatory questioes were an import instrument of
triangulation, because it allows the researchecrtss data and avoid misunderstandings
enabling if necessary a subsequent consultatiehetwespective sources. Another advantage
found in this type questionnaire is the ability ddd other factors that emerge from the
interviews which enriches it, with something newtlte explanation of the facts. An explicit
recommendation was given to firm participants sat,tithe determinants confirmatory
guestionnaires were filled also by another CP bolator without intervention in the
previous interview. This fact occurred in five oot seven cases. The history of social
research thus shows initial efforts to combineadd#ht methods of information collection and
analysis in a single research. However, in recesdrg, different forms of combining
methodologies have been put forward, based on metguch as “triangulation”, “mixed
methods”, “mixed models” or “multiple methods” (M&yg,2009).

5.5.2 Data analysis process

Several methods were used to valid meanings oot the qualitative data. “Data analysis is
the process of making sense out of data; it in@ba@nsolidation, reducing, and interpreting
what people say, a rich and meaningful analysidat&, will not be possible if analysis is
begun after all data are collected (Merrian, 1998l). sources of data need to be organized
together, in a case study data base which inclatlesajor information that will be used in
the case analysis (Yin, 1994). Data analysis ctssis examining, categorizing, tabulating
and testing both quantitative and qualitative, enicke to address the initial propositions of a
study (Yin, 2003). The propositions help to organthe entire case study, and to define
alternative explanations, to be examined. In thisl\g the analysis of the case will have an
orientation similar to the design of the interviewsat is, following the study variables from
the perspective of cause and effect. A theoreficghosition about causal relations — answers
to “how” and “why” questions — can be extremely futén guiding case study analysis and
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focus attentions on certain data (Yin, 2003). Oerrage, 20 pages of transcripts per case
study were obtained. Each sentence provided byvietgers, was coded and cross-referenced
and grouped to enable a better analysis of faetotlsalong the multi-case study. The method
used followed the recommendations of Mayring (2Q09tudy cases in which the treatment
and analysis follows two steps. Initially it wileginning with the summarization of cases, and
in a second step with the structuring of casesrdaog to the dimensions and variables of the
study. In summarization, is presented the key data clear and succinct manner. In the
structuring it will attempt to organize the datacss key questions in relation to research and
theory. For this purpose, a within and a crosegamalysis approach was used, for the
process of deduction of facts and behaviors. Vrgers were tape recorded, transcribed in
Portuguese and translate into English prior toyamal All the data was summarized by
dimension and factor using checklist matrices agssted in Miles & Hubermann (1994).
Some of these elements were sent back to the ieweres for reconfirmation of the facts

explored in the interview.

5.5.3 - Within-case analysis

With the purpose of concentrating on understantiegfeatures of each case, the principles
of descriptive narrative approach were always usea@spect the principle of objectivity and
impartiality, in the facts observed and reportedr. Eisenhardt (1989), the narrative strategy
is part of within-case data analysis in which tkeearcher prepares detailed write-ups for
each or case. Eisenhardt argues that, althougbe thiete-ups are mere descriptions, they are
still central to the generation of insight. Sheoadtates that these descriptions help researchers
to cope with the enormous volume of data, at alyestage of the analysis process.
Traditionally, narratives are rich at the level détail and convey a high degree of
authenticity, which is often not economically ptésito achieve with larger sample sizes.
Therefore, one or few cases are better suited &rative data analysis. The narrative
approach, however, leads to neither simple norrgémieeory. This method is characterized
by organizing the facts, using all sources of datach, in this case, went beyond the
descriptive level. Organizing the facts in line ttwithe behavioral research questions and
variables, that contain them as thematic analysesdthis narrative approach also seeks to
systematize all the information within guiding amdangulation principles, alternating
narrative and description of the facts with testmes of the participants from categorized
information, indirectly obtained from the interviesometimes, it was also used some
87



information obtained from secondary sources. Adogrdo Yin (2003), such presentations
can be an excellent way of demonstrating the existeof a phenomenon, merging the
description of the facts systematized and categdriwith data obtained in primary and
secondary sources. Through within-case analysisdbe description helps the researcher to
gather in-depth understanding of different criticatidents, day-to-day practices, and life
experience of the participants. Interviews and othecondary data do not, just produce
narratives, but they help researchers understandatial world (Silverman, 1997). While the
participants are sharing their subjective views atuties, the researcher objectively makes
sense out of the information and describes the, eath depth and details. In doing so, the
researcher represents the research participamigsvand portrays the reality by assigning
meanings to the useful insights that need atteni@marmaz, 1995). Burner (1986) stated
that, narratives can help capture the meaningsnesslived experiences, lessons, and values
of relationships. If the purpose of the researdeal come up with an explicit theoretical
interpretation, relying solely on a narrative as@ymay not enough. The danger here,
according to Langley (1999), lies in the fact tHhahe may too easily end up with an
idiosyncratic story of marginal interest to thosat imvolved, and rather thin conceptual
contribution.” To provide an answer to narrativem@ach, Langley (1999) suggests that this
strategy should be applied when the whole procetasken as a unit of analysis. Measures are
constructed for describing the behaviors and pseEefom detailed data. These measures are
then used, for comparing different processes, amdidentifying regularities and enable
relating the holistic process characteristics, tbepo variables, such as outcomes and/or

contexts.

5.5.4 -Cross-case Analysis

This analytical approach enables constructing graeation, articulating facts, variables, and
theories. Eisenhardt (1989), emphasised that ‘esuplithin-case analysis is a cross case
search for patterns. The cross-case analysis wes msinly, as a toll for comparing and

finding, contrasts and similarities, between thgesawithin the research variables. Following
the study’s variables, towards the propositionthefresearch, some illustrative narratives and
comparisons were made, with the purpose to highpgtterns of behaviour, among the study
cases. This, simultaneously when all the posgatéerns and differences, were framed on
results, already achieved in other empirical stidién sum, the exploration of connections
made across cases augments the existing knowleahexperience, about the case studies,
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being easier to explain the phenomenon, througiptbgosed model and further validation of
the propositions. According to Khan and VanWynsher(008), the authors who have used

this technique of analysis, some common point$aaned, such as:

1 — Cases which represent, rich holistic examplexperiences;

2 - Cases comparable, in relation to patternsinofarities and differences;

3 — Comparison among cases, which can construcgialtimeaningful linkages

4 —Cross-case analysis as useful way to producleges, make inferences, and develop

conditional generalizations for the individual.

Eisenhardt (1989) argues that the cross-case @nalysuld preferably be used for searching
patterns. To her, the overall idea is to force tkeearcher to go beyond the initial
impressions, using structured and diverse lenseth@rdata. As a result, the likelihood of
achieving the best results for generates theondgest facts and. Three tactics are suggested:

1) select categories and look for within-group $anities coupled with intergroup differences,
2) select pairs of cases and list the similariaesl differences between each pair, and 3)
divide the data by data source to exploit “unigqugghts possible from different types of data
collection” (Eisenhardt 1989).

Interpretation and findings

The final step in data analysis, involves the mtetation and meaning of what will be
processed analytically. "Asking what the lessongtwa, the essence were learned of the
idea" (Guba & Licoln, 1985). In conformity with theesearch questions raised and the
methodological approach, the investigator can jmegrin various ways, from a personal
interpretation perspective, by comparison with presly studied theories or looking for
relevant patterns. In this research, the processfefence used tried to cover in some way,
themes, dimensions and variables related to trearels problem always keeping in mind to
test and validate the propositions, within the tlemthat support them. Credibility of the
research findings, also deals with, how well théegaries cover the data (Graneheim &
Lundman, 2004). To analyze the evidence, the casl £hain was designed to track the
theoretical propositions, giving priorities to ttedevant analytical strategies as cross checking

and pattern matching logic, comparing a empiricglttern found, on the cross-case analysis
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with a predicted one. The first and most prefersadtegy to test theories is to follow the
theoretical propositions that led the case studg,(2003). For that purpose this study used a
set of qualitative display based on the resear@stipns and the research model. A display
can be understood, as an organized and compreasseinbly of information that permits
conclusions, drawing and action can include madrigeaphs and charts (Miles & Huberman,
1994).

For Q, the findings were presented as one major leviéhimthe two competing motivations
and behavioral approaches (Entrepreneurial versafenBive) within secondary levels
(Stimuli factors).Therefore, the InternationalipatiApproach Based Matrix (Figugewill be
used to represent all the hotel companies accorirtge importance of the categories, in
secondary levels of motivation drivers. This digglaplies looking for cluster objects, within
a motivation pattern, and, allowed to verify if thiest proposition of the study was verified or
not in all case participants.

For @, the findings resulted from the cross case pattelifferences concerning the strategic
dimensions (when, where and how) within the vadallf each dimension. By examining the
strategic dimensions, it is possible to derive dstantial overview of the state of
internalization strategy of a given company, whiduld then form the basis of comparison
with others (Welch & Luosterinan, 1998). Even msigmnificant than finding a pattern for the
type of strategy is to support this behavior withire theoretical framework and test the
previously established chain of evidence betweeagitive stimulus based on the relational
and knowledge assets and the location and inteatan advantages. For this purpose it will
be used the relevance criterion of the observeis falatained by analyzing all the sources of
evidence (Miles & Huberman, 1994).

5.5.5. - Validation and reliability

To achieve the quality of research, in terms ofdaion, according to Yin (1993), this study
aims the validation in three parameters. Constvalitity is achieved, first, using multiple
sources of evidence and, second, by establishaingia of evidence supported by a generally
strong, theoretical background. Explaining the mmeena of Portuguese hotel groups
internationalization, supported by generally acedpBarney’s (1981) resource-based view,
within entrepreneurship approach, strengthens lieerétical point of view of the study,
showing an understandable sustainable line of ecile All interviews have the same
structure, to ensure, that all construct dimensiand variables, are addressed in each
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interview. In terms of the internal validity, a cparative analysis will take place, using a
pattern matching approach and finding clear patéetween cases. The fact that, the cases
are the most significant, and the data will be extitd through relatively open interviews,
reduces the probability of the phenomena understueing explained by variables other than
the ones identified and used in the research. prbklem of external validity is concerned
with providing generalization through case studgesech. According to Yin (2003), case
studies do not provide statistical generalizatiand the number of cases studies is not
relevant for that. In this research, a maximumatarn purposive sample of companies will
be analyzed, in the light of tested theories, whieln strengthen the external validity. A
maximum variation sample if, cautiously drawn cands representative as a random sample
(Dennis, 2004). The most important, is the contaixtlata from case studies that are used to
confirm, or falsify a theory. Reliability is coneed with minimizing errors and biases in the
study. Patton (2001) emphasizes four types of duation: Triangulation of data source,
triangulation among different evaluators, differpetspectives of same data and triangulation
of methods. The data triangulation is carried gutdmparing data gathered, using different
techniques of data collection like, interviews,|dal-up, confirmatory questionnaires and
other documentassembled in a systematic manner, in accordantiethd dimensions of the
problem. Theory triangulation was done by analyatighe findings in the light of existing
international management theories, in order todeddi the conclusions. Triangulation of
methods was achieved by the introduction differgypges of content analyzing tolls.
Following the development of each proposition, #ystematic research design, should
incorporate a clear definition of the unit of arsady the careful selection of appropriate cases
(Johnston.,et al 1999) and more important, thengu#ation of data sources driven by the
nature of research questions (Bonoma 1985; Yin19Pde interview data was compared
with data from post confirmatory questionnaires aochpany documents to improve validity
and accuracy of the analysis and discussion, ireféort, towards triangulation. All case
participants provided information such as, interd@atuments, brochures, reports and press
cutting. This can minimize, or overcome, the prablef mistaken memories, on the part of

interviewees, as it facilitates the confirmationG# s statements.
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6 - Back-ground of study participants and macro andnicro environment
analysis

6.1 —Introduction

To better contextualize the analysis and conclissadrthe study, the main elements of macro
and micro-economic environment were systematized amalyzed. An analysis of the
context, where the events took place, is importaninderstand the phenomena under study
(Eisenhartd, 1989).The analysis of micro environtmémnvolved different sources of
information and followed a rigorous process of fieation, since some discrepancy was
detected among the available secondary data. Bedhasinformation, which was required
for this analysis, was scattered by various sourtteminimize possible deviations, the less
credible sources were eliminated. Due to the hiyf@blogies proliferation, within a wide
class of properties, from familiar guest houseshatels, the scope of this analysis only
covered the hotel enterprises regulated by the dawouristic Properties of 2010, which
include hotels, tourist apartments, the apartmetets and inns. Accordingly, three sources
of secondary data were used; DGT (Directorate Gériesurism), INE (National Statistics
Institute) and the last report of Delloitte for thetel sector in Portugal relating to the activity
of 2011. One problem that is common to many studiethe use of secondary sources of
information related to a topic of study and theirtwf analysis is that, sometimes, the object
of study may not be comparable. Any analysis ustagistical data from secondary sources
must meet criteria of comparability, which is nbvays easy to achieve due the dynamism of
the process and the data format adopted by sesmnates. So, by the investigator should be
prudent during any analysis involving data triamgioin when using this type of sources. For
the macro environment analysis, official data frodTO (World Tourism Organization),
published papers and media articles were the noaircss.

After the analysis of macro and micro environmentontextual and descriptive background
of the study participants, was organized in a tatse file, in line with what was proposed in
the methodology chapter. This procedure allowed dbmpilation of the CPs resources
profile, at the time of the first internationaliiat till the present moment.

For this purpose several sources of secondarywgia used. From institutional firm web site
to firm press releases, media articles and a fatiguwup questionnaire (Annex E) .This
procedure allowed the researcher to become acgdawith the organizational context of

case participants and simultaneously validate métion obtained in the interviews.

92



According to Bryman and Bell (2003), the respontéeralidation is a process whereby a
researcher provides the people on whom, he, orhatseconducted research, with an account
of his or her findings. The validation and triarajidn of data are essential procedures to
guarantee the reliability and validity of qualitegiresearch (Yin, 2003 he existence of a
register, for each company, is essential in thegs® of analysis and presentation of data.
Given the qualitative nature of the dissertatiolh,data was validated and revised, in a

continuous effort, to present the findings and dasions in a least biased way possible.

6.2 —The macroeconomic environment analysis

The European region accounted for 52.5% of globafism receipts in 2011 from 50.9% in
1990 and the Asia Pacific region noted an increasearket share of 3.3%. The Americas
region lost 7.5% market share from 1990 to 2011 thedMiddle East and Africa represent
about 3% of total international tourism receiptéispthe growing Middle East region.
According to World Tourism Organization, internai# tourism receipts will reach 2 trillion
U.S. dollars, in 2020. On the national scene, ssigrow 2.7% annually since 1990 to 2007,
from 8 million to 11.6 million.
In Portugal the EXPQO'98 event contributes to ineeglagrowth of foreign tourism demand
and the similarity of the evolution of tourism warhowever it was observed a stagnating in
the demand, in the early years of the century XXhe overnight stays in hotel
establishments, have undergone some changes a/@agt 20 years in Portugal, however,
the autonomous region of Madeira showed no stractahanges confirming its tourist
vocation, to gain for the period 2.4% market shdne, main tourist area of the country
(Algarve) who lost 1.8% market share, falling frdh6% in 1990 to 38.8% in 2007 while the
Lisbon region has gained 3.8% market share.
The world tourist demand has grown in a sustainatdaner, despite the slowdown of recent
years. Revenues from tourism have registered diymgierformance, recording an historical
value of 6.3074 billion € in 2007.The number ofdlaboms, has increased over the years.
While in 1990, this number was 43 445, in 2008, vedeady 121 013 hotel rooms,
corresponding to an increase of 185%.
Contrary to what is expected, given the large afflte of foreign tourists in Portugal, the
presence of foreign chains in Portugal has a rasmeight in the total supply. In 2008, this
presence summed up to twelve Melia hotel groupersieen Best Western hotels through a
consortium with a Portuguese company, eight Amarigeoup Starwood hotels and thirty
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from French hotel group Accor result of a joint itge with a Portuguese industrial group.
This fact can be explained by various reasons, grttemmost important, are:

- The limited ability to direct investment of thesempanies mainly seeks international hotels
under franchise or management.

- The peculiarities of the Portuguese hotel induatrd its marketing systems, focused mainly
in tour operators and leisure tourism and the tlaat the international chains are targeted at
the urban market, where competitive advantage asptlesence in world reserves systems.
McQueen (1983) considers that foreign participatiah local hotel sector, is higher in
countries where the tourism trade is concentratecities, and not in tourist areas.

- Another cause may be the low prices that premalPortuguese cities, when compared to

other European capitals (Eupopean Hotel Index, 2008

In 2008/2009, the tourism in Portugal reflects tiezline in world tourism, following the
economic downturn of its main markets. From theosdcquarter of 2010, conditions in
international financial markets have deteriorateagpessively and there was a slowdown in
global economic activity, though at a different @aacross regions. The year 2009, will
remain in history of tourism, characterized by abgl financial crisis, which led to rising
unemployment and affected consumer confidence.nAgreévious crises, it was also found
that tourism, in many destinations, was supportedidmestic tourism, with the difference
that the current crisis is also expected to atieetdomestic market at the short term.

The Portuguese economy directly reflected theseldpments, given its strong economic
and financial integration, in international market®urism could hardly fail to reflect this
situation, now aggravated by the effects of infeeernirus A (H1N1) and the global financial
crisis, and evolved with the 2010 international ristu arrivals worldwide counterparts
registering decreases of 10%, 7 % and 2% in tsetfiree quarters of 2010. Despite of that,
the country's tourism competitiveness, in relatiorthe rest of the world, has improved in
recent times. While in 2007, Portugal held the 2@odition in the competitiveness index of
the World Economic Forum, in March 2009, it occubike 15th place. One factor is that the
index measures the "Resources Human, cultural anatat "and Portugal in March 2010 was
in 11th place, while last year occupied the 30tbifgan (Portugal Digital, 2011).

However, and according to (Alvarenga & Carvalho 2Q@lthough the tourism market in
Portugal presents a variety of segments, they dohawoe critical mass or a level of

sophistication, sufficient to alter the dominangreent of the more traditional sun and beach
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visitors 'traditional' coming from the source mdsk@eographical and historically in terms of
tourist flows) and a relatively low purchasing pow@iven these facts, and, the existence of a
strong seasonality in most regions of Portugal, ¢herent setting presents risks for the
Portuguese Hotel companies. The stagnation oftivadi destinations, the rapid changes in
the distribution channels with the emergence dfnetogical tools and new economies are a
challenge for the sector while pursuing growthtstyees.

The so-called “Brics” countries (Brazil, Russiadien, China and South Africa) are talked
about a lot by economists, politicians and joustalalike, with most in agreement that these
are the big emerging economies of the next centdeyv destinations like South America,
Africa and Asia have been increasingly popular dherpast few years, fuelled by a greater
number of air routes to new long-haul destinati@ms with interest buoyed up by events as
the 2010 World Cup in South Africa and Brazil's twog of the 2014 tournament. The
emerging economies hold a market potential in tewhdourism demand and natural
resources and will, undoubtedly, be a great soof@pportunities for hospitality firms from
more mature touristic destinations (Butler, 2009).

Another important fact is the study of the evolatiaf Portuguese direct investment abroad.
The distribution of outward FDI by industry is somfeat difficult to determine, given that
statistical information provided by the Bank of Rgal is based on the industry of the
investing firm, rather than from the company itsatid also by the fact that most investment
is done through holding companies. Nonetheless possible to observe based on other
secondary sources hat there has been a clear tgndénnvestment concentration in the
service sector, namely in real estate and finarm@avities. According Castro’s(2003) study,
from mid 1990s until early 2000s, the investmentréal estate increased tremendously,
representing the most important sector in outwavestment.

Another characteristic of the Portuguese outward KDbeing concentrated in a few
countries. From mid-1980s until mid-1990s, as alted the European integration movement
and the significant increase of investment flowsitégal was very much dependent upon the
European Union, particularly Spain and France. Betw1991 and 1995, Spain was by far the
top destination for Portuguese investment, accogritir more half of Portuguese FDI. This
geographical distribution conforms to the increraémodel of internationalization, showing
expansion to physical and psychic proximate coestrThis proximity seems to have exerted
a great influence, in the orientation of the in&dional investment of service firms in

Portugal.
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From mid-1990s onwards there was a noticeable éanthat trend and a reorientation of
destinations for FDI, showing a greater geographigersification. The European Union
started losing its importance, dropping from 80cpat in 1995 to 46 percent in 2000. This
was mostly caused by the emergence of Brazil aedPhlop’s as a major markets for
Portuguese investors, which represented alreadged@ent of the total Portuguese FDI in
1998 (BPstat online, 2008). The growth of PortuguE®I in Brazil was triggered by the
economic conditions created by the country staddim program of 1995/96 and the
privatization process that started a few years,lateseveral Brazilian States (Castro, 2000).
This explains the concentration of very high flosisPortuguese in the period between 1998
and 2001 mainly in the real estate sector. Thelpsyeroximity and the linguistic identity
were also influential, being strong facilitators lmisiness relationships (Crespo, 2002). For
direct investment in Palop's, notably in Angola,2dmbique and Cape Verde beyond cultural
reasons, are essentially the favorable conditionsnvestment, due the potential growth and
strategic value of these economies.

Since signing the latest peace agreement in e@M2,2Angola has experienced 6 years of
sustained stability and growth that has been dlfit its development and growth. In the past
three years, the country has embarked on an amsiteconstruction program. Luanda, the
capital of Angola, has characteristics of a citythwa great development potential. The
Government of Angola views civil construction, &g tountry's top priority within this new
socio-economic context. Several buildings are bdindt in various points of the capital.
Many of the provinces outside Luanda are also dgwed) through expanding necessary
infrastructure to better connect the country. Theakza, Angolan's currency, has recently
been gaining strength increasing an appetite fadgoand services within the country.
Political and economic stability has opened new exckllent opportunities for investment.
Angola will be the fastest growing economy in 204 ong the countries of sub-Saharan
Africa (IMF,2012). According to the report studiesf the magazine The Economist (June,
2012), it is expected that the risk of economicnglhoshould be intensified to values around
8% in 2013.This strong performance, although rogi@aharily in growth oil production, has
also led to strong recovery in other sectors ofdt@nomy, where services already represents
20% of GDP. According to the EIU (Economist Intgdihce Unit, 2011), foreign direct
investment (FDI) plays an increasingly importanbreamic diversification effort. The sectors
in the medium term are expected to contribute tig thversity are distributing food,

agriculture industry, the light industry and toumisAfter all, and according to the latest
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World Bank report (2011) the provision of basiaastructure is still very limited. According
to the same source the cost of these inefficienossing the country 1 000 millions € per
year responding to 5% of GDP and with clear impactsattracting and diversification of
outward direct investment. Despite the apparemaciveness and favorable conditions for
foreign investment still prevail a strong instatyilat the level of speculation and financial risk
and most of the investments are through partnesshith locals and government agencies.
Portugal is present in the areas of energy, comeations, banking and tourism to the end of
2012 is confirmed the entry of larger Portuguesel fdistribution chain.

Since the peace accord in 1992, Mozambique hasyathjmmacroeconomic stability and
growth. There are many investment opportunitiethéncountry within sectors such as mining
and forestry, agriculture, energy, infrastructund gourism. Mozambique is one of the fastest
growing economies in the world and one of the witleaders of the world's energy
production, including coal and natural gas. (IMRt&ber 2012). According to the EIU
(Economist Intelligence Unit, 2011) is an economyull acceleration, with huge reserves of
international currencies and major investment ojypaties in the areas of energy and natural
resources, construction and infrastructure, banking tourism. According to the same
source, in recent years, have gained expressiatacaylows from abroad destined for other
sectors such as transport, communications and tadgpindustry. Mozambique still has little
relevance as it relates to direct investment i@, but the presence of some multinational
Portuguese and strong tax incentives, have comgbio reversing this situation. Weighs the
fact that there is peaceful social environment arahy investors Portuguese are willing to

regain their investments in the country.

6.3 —The microeconomic environmental analysis

In this section, we will consider the typology betPortuguese hotel firms with international
activities within Portuguese hotel sector in temhdkey resources and domestic competitive
environment. The purpose of this section is téatgoand highlight some facts that might be
useful in a first analytical approach. AccordimgHennart (1985), it is vital to isolate the

factors that we want to keep constant, to bettpla@x the varying ones.
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6.3.1 - Characterization of the Portuguese hotet@e

One of the features of the Portuguese market atgptd 2012 Deloitte Atlas of Hospitality
is its strong segmentation; with 63.3% of the retalits in hotel groups (major and minors)
and 36.75% belong to independent entrepreneurshdncurrent context, with increased
competition, pressure on price and margin deter@racan be expected to watch a tendency
of concentration, through acquisitions or leases ormanagement.
Moreover, to avoid direct price competition, thahp@oints to the specialization, through
innovation in market approach and differentiatidnservice. In today's economic climate,
diversification into complementary activities ugstm or downstream is another industry
trend. Indeed, there is increasing number of resthte investments with considerable
economic, social and even environmental componétht avdouble tourism and real estate,
which not only do not conflict with each other &®y help each other. This leads many
professionals including analysts and tourist afstivb consider the existence of a new
paradigm in the development of the sector, basea model by designating tourism and real
estate, where the two activities interact, compleneach other and have enhanced capacity
to attract customers, providing increased earnamgkcritical size achievement. According to
Deloitte’s (2012) study, there were a total 20 mdiotel groups (+ 4 hotels units and 1000
rooms) units in Portugal by the end of 2011, repméag 17, 4% of total hotels units and 30,
7% of the rooms units. According our sampling pagtars in Chapter 5 only 11 from these

twenty six hotel groups were legible as InternaldPortuguese Hotel Groups.

6.3.2 — Resource profile of the International Pguase hotels groups

Firms dimension (Scale Resources)

Taking into account the domestic supply, the hbtels with an international presence have
greater dimension in terms of operational capa€iigble ;). This applies not only to the
number of rooms and hotels, but also to the avemag#@er of employees and turnover**.

At the same time, it is also verified that the tgional companies represent a very small
share of the sector, which on average, is stifjyrfranted. According to the INE (2011) the
average hotel capacity in Portugal is 79 rooms Wighemployees. It also indicates the
existence of an oligopolistic phenomenon in theehséctor, where a small number of firms

have a great number of resources and, therefove,rhare market power.
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Table 7 - International Portuguese Hotel GroupaQhl

Total of International
Total of Portuguese Hotels ) % over total
Portuguese Hotels Firms
Hotel Firms 1260 11 1%
Hotel Units* 1508 126 8%
Hotel Rooms* 118 731 16630 14%
Number of Employees* 63900 14575 22%
Turnover (O00€) ** 1843 846 46%

Source: INE 2011 and report from Delloitte 2011
*Figures regarding national territory

*Domestic and International operation

Those findings are in line with the theoreticalmpige and more accepted in the literature of
international management that emphasizes the §iteeaccompany as a relevant variable in
international competitiveness (Hymer, 1966; Gomasseres, 1989; Erramili & Rao, 1993).
Although the profile of international companies, terms of size being different from the
average of the industry in 2011, the Portuguesel limins were already large companies at
the time of first internationalization (Tabge According to Portuguese Legislation, a large
company must have a turnover higher than 12 milceand have more than 500 employees.
This evidence is consistent with a series of saithat show that size, is a critical variable for
the internationalization engagement (Hymer, 1960ndierberger, 1969; Caves, 1982),
particularly, within the hospitality industry ingrachievement of a more rational management
of logistics and financing (Dunning & McQueen, 198Though, a smaller size does not
hinder the set off the process of internationalmgtwe must bear in mind, that factors such
as economies of scale, bargaining power with tlpadties and the company's strategic
objectives, may vary depending on the size of itme fHorst, 1972; Caves, 1974, Trepstra &
Yu, 1988).

Table 8 -Average portfolio resource internatiomatels - International Portuguese Hotel Firms

Units (hotels) 11
Employees 675
Turnover (ML£) 30

Own source: Secondary data
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Regarding the similarities and differences betwewernational companies there are some,
that must be analyzed (Tablesa). First, the results confirm that there is a cleagative

relationship between the number of internationampanies, and the percentage that
represents the volume of foreign revenues, on tetednues, and a small hotel portfolio. This
evidence may reflect an incipient international a&ggment level and the small size of hotel

groups, in the domestic market.

Table 9 (Percentage of volume of foreigner reveyethe total of sales in 2011)

More than 75% of turnover is carried out abroad 1
Between 50 % and 75% of turnover is carried oubalr 1
Between 50 % and 75% of turnover is carried oubalblr 2
Less than 25% of turnover is carried out abroad 7

Own Source: Secondary Data

Table 9 a (Hotel portfolio of firm’s study partieipts in 2011)

More than 50 hotels 1
Between 25 and 50 hotels 0
Between 10 and 25 hotels 4
Less than 10 hotels 6

Own Source: Secondary Data

Experimental Resources

The domestic experience benefits the company whamadd in international market is
somewhat similar to the foreign market (Porter, @99This criterion applies to the
Portuguese hotel companies, because somehow,isharelear specialization of Portuguese
hotel companies, in all segments of tourist demardbmestic market. According to Tahlg

the great majority of the international hotels #rimorn in 70°s and 80,s presented a sustained
growth in domestic market and international markét2010. In most of the cases, the
international engagement took place on the 90°sian2D00’s. This fact shows a strong
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component of domestic experience and a paralleltiran both, domestic and, international,

markets.

Table 10 (Domestic and International time of emtirynternational Portuguese Hotel Groups)

Inception | % First Internationalization %
Before 1970 0 0 0 0
Between 1970 and 1980 3 2r O 0
Between 1980 and 1990 6 54 0 0
Between 1990 and 2000 2 19 5 45
Between 2000 and 2010 0 0 6 55

Own Source: Secondary Data

Despite the incipient experience, in terms of imé¢ional markets, it reveals a need for an
advanced organization and management structurieeolPortuguese hotel companies, due to

the need of skills, to deal with different compeé&tenvironments.

In relation to geographical distribution in Portygaf international hotel companies, it is
highlight the following features:

-The great majority of the international hotel fgrhas its origin in Madeira and Lisbon and
holds their activity in Madeira, Lisbon and AlgarvEhe touristic tradition of Madeira and
Algarve is determinant and it ties with leading &ean tour operators, and secondly, the
emergence of Lisbon on the 80°s as capital cigxatllence for business and leisure.
-According to INE (2011), the accommodation capaeititPortugal is represented by Algarve
with 34%, Lisbon with 21% and Madeira with 11%. Aoding to the same source, in 2010,
these regions had a greater number of beds pdr hote

-More than half of Portuguese international compsamanage 4 and 5 star leisure hotels and
according INE (2011) not in line with domestic netrlaverage. While in Portugal 67% of
tourist enterprises are hotels only 7% of all is five stars 35% are four stars. It is also
observed over time a tendency by the Portuguesgnational hotel leisure firms in its
expansion to diversify risks by incursion into atlsegments of demand in major Portuguese

cities.
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These two previous facts remind the complexity ehagement skills in terms of marketing
competences and internal organization. The coratgonrof hotel offer in three main regions
can be explained by the strategy of barging powih whe distribution players and other
stakeholders, and by the characteristics of thenial and external demand for the Portuguese

market.

In relation to geographical distribution, outsidertgal, of international Portuguese hotel
companies, the following features are brought out:

- The vast majority of hotel firms chose the stygtef concentration, in a single country or
region.

- Apart from following a strategy of concentrationjs also verified that in most cases, the

market choice is similar.

Within the previous findings, we can strengthenithportance of strong domesggperience

in the internationalization process for the mosttiRpuese hotel companies. As national hotel
firms have had their internationalization, withinlimited ten years time, also it can be

concluded that there was a follow-up strategy rimgeof market choice, supporting studies
that showed the important role of oligopolistic aeior, in the international expansion

(Vernon, 1974, Knickerboker, 1973, Graham, 1978).

Market Resources

Concerning the client orientation, it is clear ttteg Portuguese international hotel firms have
a strong leisure component in their client portdolAccording toTable 11 most of the
revenues were from holiday segment. These figuresnaline with the INE 2011 statistics,
which reveals that 57.20% of the travel motivation Portugal touristic demand was
associated to leisure. However, this reality is@msignificant in the international hotel firms.
This is not a surprise because Lisbon, Algarve ldladeira have the higher ratio between
international tourists and national tourists. Acttog INE (2011) in Lisbon 69.70% from
overnights are from foreigner countries, in Algathiss indicator increases for 71,80% and in
Madeira is 83.80%. To complement this analysis accbrding to INE (2010), the highest

portion of non-leisure travelers, were in the nadilctourists group.
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Table 11Percentage of volume revenues from leibyrthe total of revenues in 2011)

More than 75% of revenues are from leisure clients 2
Between 50 % and 75% of revenues are from leidients 6
Between 25 % and 50% of revenues are from leidigets 3
Less than 25% of revenues are from leisure clients 0

Own Source: Secondary Data

Also related to the previous point, and, as a tesfila large number of clients whose
motivation is the leisure, the great majority oftaguese international hotel firms developed
their sales’ operations through traditional digitibn channels, which are the travel agents
and tour operators. According to Takjethe traditional distribution channels, still hagraat
influence in the reservation process. However,estheir first internationalization, there is an
increase of bookings by technologically more adednmeans like GDS, corporate website,

and other global hotel sites.

Table 12(Weight of revenues between traditional mon-traditional bookings systems in 2011)

More than 75% 2
Between 50 % and 75% 6
Between 25 % and 50% 3
Less than 25% 0

Own Source: Secondary Data

This fact has two consequences that may be impgdidariurther analysis. The prestige and
image of the tour operator, occupies a crucial caitipe advantage in the hotels, as they
offer the consumer an additional guarantee of titellimage or brand. In the 80’s and 90's a
great majority hotel companies in the Portuguesaestic market expanded their operations,
as a result of the growth of wholesale operationthée Algarve, Madeira and Lisbon. In the
short term, this way to attract clients had advgeseato the hotel, passing to the distributor the
risk of tourism operation and within few costs e thotel promotion. However, despite
placing most of the costs of promotion in the haotisour operator that reality has some

disadvantages in the medium term to the hotel firfiee first is that, for a long time, the
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Portuguese hotels firms neglected the importandeasfding and technology as a competitive
factor. According to Buckley (1897), the brand pogion of tour operator leads to a growing
consumer loyalty to the tour operator, and transfdidelity to destinations where it operates.
Any brand, identified by the tourist client, is ablo guide him in their buying decision
(Dunning & Kundu, 1995). Only in the late 90 se timajority of Portuguese consolidated big
hotel firms, undertook internal brand managemenggams, implemented more advanced
and global reservations systems and bet on marenadogically advanced ways to
disseminate their corporate image. According to rtfegority of the study’s respondents, a
major challenge for internationalization was thensmidation of the brand and access to
unconventional distribution networks. The brand aeskervation systems have become the
most valued intangible assets, in the hotel ingu@bunning & McQueen, 1981; Kundu,
1994). According to Dunning & McQueen (1981), irethotel industry the image and
reservation systems are considered the strategledc@assets for which a global hotel
company can maintain control of the property. Givlea previous considerations, we can
state that, despite the Portuguese international hirms having extensive business
experience in the domestic market, that fact daegeflect a high level of product coding.
However, the domestic experience has guided thpitadisy firms to deep knowledge of the
operation and resources management, as well asdaratanding of the needs of customers,
both domestic and international. This type of kremige, known as tacit, is not easy to
transmit externally, but is a competitive advantdge firm expansion. Management
competence and its dissemination by the compamgrais on the competitive advantages
that allow the company to earn higher incomes (&int987). According to data obtained
from the participants, the concern about brand agpenly at a later stage of corporate life,
after the initial growth in the domestic market.cAcding to data collected, the concentration
of most Portuguese hotel firms occurred throughptimehasing of independent units or rental
contracts to other investors. At the beginning,nethee hotel firm who built their own units,
the corporate image was not a major concern. \WWehgtowth in the domestic market and the
expansion into other market segments there waswimgg need for management skills and
sources of funding. As consequence, in Portuguesiel hconsolidated firms, major
restructuring actions at the shareholder, and namagt level, took place. Along with these
changes, we began to watch from some Portuguesé dwnpanies, a growing process of

search and engagement in international marketd! eBel. (2001) described a change in
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ownership and of management as most common “driticadent” leading to a more rapid

internationalization.

6.4 - Background and resource profile of study iogrants

For the descriptive background and resource prafilease participants, a descriptive and
narrative approach was employed, within firm mamnagetatements, found in other
secondary sources. The numbering of the partitsparthe study is not the same, as the firm

initial number according the Table 6, but it followa preset order, as seen below.

Case Participant 1(CP1)

Firm 2 is a leading hotel group which integrateshtional ranking of the 250 world's largest
hotel companies. The company, founded in 1988, edicdted to the operation and
management of all hotel units, and also, the implaation of projects and the construction
of new tourist infrastructure development. The rinéionalization of this hotel group
occurred in 2001, in Brazil (Table).

Table 13 summarizes the main elements collectgdiinary and secondary sources concerning the rirain f
resources in December 2000
Firm 2 (Resource Profile December of 2000) (CP1)

Turnover 56 000 000 €
Size / Scale Resources Capacity 1800 rooms /10 hotels
N° Employees 1200

90%/10%

Client Orientation (1)
80% /20%

Market / Specific Resources Loyalty index 10 %

12 years

Brand
4 stars

-Time of activity 12 years

Experimental Resources

-Domestic Geographic Presence

Algarve

(2)Mix between leisure and business and mix betweeDO and others
The hotel group is currently responsible for mamg@3 hotels: 17 in Portugal - Algarve,

Beja, Cascais, Ericeira, Estoril, Lisbon, CoimbPayrto and Madeira - and six in Brazil -
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Fortaleza, Salvador, Guarajuba, Pernambuco andaAdgs Reis — with a total of 11 918
beds. The Group also has, today, approximatel® Zrployees and much of its success, is
the close connection between all of them, formirgphesive team, with a huge passion for
hospitality and tourism nationally. The group'sitags fully national and it was largely in
the business of real estate, that the group fobatthe financial breath to sustain the initial
investmentin Turisver, £ quarter 2008he Firm 2's CEO and founder stated:

"...The first hotel made in Portugal was an operating time-sharing unit, which enabled us to raise
some amount of capital that leveraged other businssindeed, over the years it was developed through
participatory group, some real estate and some offée buildings. That area, which is now almost stopk
brought some significant gains which have been fylireinvested in the hotel business. We always sawet

hospitality sector, as a successfully sector, wittrospects and future in Portugal...”

The hotel group has 4 projects in Portugal for nlegt three year mainly, small charming
units, in Oporto and Lisbon. There is also a pland big resort in th&/icentina Coast.
Concerning our internationalization plans, the grbas a portfolio of 2 projects in Brazil and
a third one in Mozambique. According to the CEO &ouhder of Firm 2, in Dinheiro Vivo,
on the 26/07/2011 and Expresso on the 14/08/2011.:

"... Despite a recession scenario in many nationabtirist areas, we believe we can still grow in the
domestic market and expand our network of hotels aoss the country and so we can become bigger and
gather more experiences of different local realiés.....this firm continues to have an advantage, \idh is to
produce projects cheaper than our competitors. We dwe a structure that makes the project and
coordinates the work, which gives us all the advaages since the group is composed of seven companies
The production cost is lower, compared to that of@ame competitors would. We have a competitive factar
Brazil continues to be the part of excellence anshvestment, despite of some problems in some aredstoe
country, we have always believed that there was mbamore to do, now maybe, the other way and with
other partners. With regard to other investment deginations, we refer inevitably to Angola, Mozambiqie

and Cape Verde...."

In December of 2011, this hotel group, majority edrby two Portuguese families, already
had a portfolio of 23 hotels and a consolidatedtjposin the Brazilian market, mostly in the

leisure, with a high range of products. The adniiai®on and management company is in
charge, from the beginning, by a person who is edsponsible for leading the group abroad.

Despite the crisis, that is affecting the domestigrist market, the group does not want to
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stop and try to adapt, innovate products to inirestther markets besides Brazil. According
to the CEO for marketing and development in MarchG12:

“...The Firm 2 is betting on all-inclusive systems inPortugal and considers investment and
expansion into Cape Verde. Face the tourism potemti and the growth of demand that has been recording
Cape Verde has space for the emergence of new heteFor now the Vila Gale has set a target date for

achieving the entry into Africa, but will not start any project before 2013 ...”

Table 13.1 summarizes the main elements colleat@dimary and secondary sources concerning the finain

resources in December 2011

Firm 2 (Resource Profile December 2011) (CP1)

Turnover 120 000 000 €
Size / Scale Resources Capacity 4 237 rooms / 23 hotels
N° Employees 2700
80%/20%
Client Orientation (1)
65% /35%
Market / Specific Resources Loyalty index 12%
22 years

Brand
5 and 4 stars

-Time of activity 22 years

-Domestic Geographic Presence .
All tourism areas

-Time of activity in international
markets 10 years

Experimental Resources

) o 20% - 26%
-Degree of Internationalization(2)

Single (Brazil)

Manager international experience No

(1) Mix between leisure and business and mix betvilEEOO and others

(2)Rooms overseas / total rooms - Revenues ovérEets revenues

Case Participant 2(CP2)
Firm 3 is a Portuguese hotel group, founded in 18@Bbegan operations with the opening of

its first unit in Lisbon. In 1983, the dream coni@d with the opening of the second unit, also
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in Lisbon. In November 2005, continuing its momentaf increasing development, added to
its portfolio three new units with the acquisitioh a minor hotel group with operations in
Portugal. The Group's latest acquisition was a f&iars hotel in Lisbon. At this time, the
universe is twenty within three brands, coveringsalgments from economy class to the

upper, offering services that meet the needs of tustomers.

Table 14 summarizes the main elements collectgdimnary and secondary sources concerning the rirain f
resources in December 2004
Firm 3 (Resource Profile December of 2004) (CP2)

Turnover 17 500 000
Size / Scale Resources Capacity 1135 rooms / 12 hotels
N° Employees 680
35/65
Client Orientation (1)
40/60
Market / Specific Resources Loyalty index 12%
No
Brand
3/ 4 stars
. -Time of activity 21 years
Experimental Resources
-Domestic Geographic Presence Lisbon

(1)Mix between leisure and business and mix betweeDO and others

Fifteen of the group's hotels, in Portugal, areated in the town ofLisbon, three in
Mozambique, in the cities of Maputo and Beira and tn Angola, in the town of Luanda.
Pursuing his dream, the Group develops two projectsozambique and one project in

Portugal. In an interview to Ambitur in March of@&) the GM from Firm 3 stated:

".... Our history as a hotel company was quite without, @y major ups and downs, with an
average growth of a hotel, five years in the Lisborarea in the middle segment of business. ...Much of
group consolidation was mainly due to the developnm of the corporate sector that grew in the
Portuguese capital after the April 25, opening Porigal to the world of international business and totism
as an urban phenomenon. Also do not deny that thergcess of decolonization and independence of the
former Portuguese colonies was not important for th group, but it came a little later with other

developments...”
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Already with a considerable portfolio of hotelsRortugal in 2004, Tablg, the hotel group
expands its activities to Mozambique Hrame of August 2006 the GM from Firm 3 argues:

... following a natural evolution in the middle of 2000 the group began to study alternative
investment abroad...”

"... natural in the sense of a growth strategy..Or penetrated in the same segment of clients in
the same geographic area, or enlargeable our busise segment in Lisbon ....what in part was done we
start with the corporate segment of the three starso four stars and five stars now... Other option wuld
be go out to other areas of the country, includingPorto, Braga and Faro. We decided to go to
Mozambique where he had many affinities and interds at, shareholder level, local authorities and

customers...”

Table 14.1 summarizes the main elements colleatgdiary and secondary sources concerning the finain
resources in December 2011
Firm 3(Resource Profile December of 2011) (CP2)

Turnover 36 000 000 €
Size / Scale Resources Capacity 3262 rooms / 20 hotels

N° Employees 1300

30/70

Client Orientation(1)

45 /55

Market / Specific Resources Loyalty index 15%
12 years

Brand
Grand, Executive, Executive Suite, Inn

-Time of activity

34 years
-Domestic Geographic Presence Lisbon
-Time of activity in international
markets 7 years

Experimental Resources

22% - 24%

-Degree of Internationalization (2)

Multiple (Mozambique / Angola)

Manager international experience No

(2)Mix between leisure and business and mix betweeDO and others

(2)Rooms overseas / total rooms - Revenues ovérsets revenues
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Case Participant 3(CP3)

The Firm 4 was formally established in 1998, altjoits origin is located well before that
date, beginning notably with the purchase and rastm of an hotel in Mindelo, in 1995, and
even before that, when in the early 90's after lad&y trip to the islands of Cape Verde, a
group of founding partners acquired a former miramg exploration company of salt of the
same name. Since 1998, the group has investedsiromg growth. In Turisver of January
2007, the CEO from Firm 4 stated:

"... We've been in Cape Verde and the decision tavest in the tourism industry was born of a
vacation, they came with two colleagues. It was levat first sight. We already had the idea of invesig in
CPLP countries, but Cape Verde was our first love.. this our bet in Cape Verde happened at a time van
the country started the second round of tourism desopment on the island of Sal start-marked, by buyig
the first TACV Boeing... When we arrived we bought a hotel with 90 rooms iMindelo and in three years,
we had two hotels with more than 300 rooms. ... Thgroup also acquired another hotel of 120 rooms &as

result of the privatization process...”

Currently, with no hotel investment in Portugak tjroup has so far a total of 1232 rooms in
Cape Verde mostly of Sal and since 2000 startegkpignsion to the northeast and the interior
of Brazil. In Presstur in March of 2008, the CEOnfrfirm 4 said:

"... The turnover of the group in Cape Verde is 6(percent of the group, providing the remaining
40 percent of Brazil. Yet, both markets are growing. more investment is planned for Cape Verde... In
Brazil we have just inaugurated two major infrastructure projects that aim to complete the beach andus
products we already offer. In this country, our investments are located in Ceara, where we bet, toay i
complementarity with Cape Verde...we want to givehe tourist and businessman Cape Verde a taste of
our Brazilian hotels...”

While no immediate projects in Portugal, the growththe group focuses on Portuguese
speaking countries and intends to remain so. Theebblder group is 100% Portuguese and,
despite the crisis in Portugal, plans to investrmeate than 20 million € in next triennium.
According to the CEO, in Ambitur, of October 2007,
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Table 15 summarizes the main elements collectgdinary and secondary sources concerning the rirain f
resources in December 2011
Firm 4(Resource Profile December of 2011) (CP3)

Turnover 34 661 000 €
Size / Scale Resources Capacity 6 hotels / 1232 rooms

N° Employees 600

70/30
Client Orientation (1)
55/45
Market / Specific Resources Loyalty index n/a

10 years

Brand
4 Stars / 5 stars

-Time of activity

12 years
-Time of activity in international
markets 12 years
Experimental Resources 100%

-Degree of Internationalization (2)

Cape Verde and Brazil

Manager international experience No

(2)Mix between leisure and business and mix betweeDO and others

(2)Rooms overseas / total rooms - Revenues ovérsets revenues

"...The group always invests in Portuguese-speakingountries, considering the language an
advantage over other competitors, and therefore adits that continental Africa is a future possibility.
Right now, the group is building a new unit root onthe island of Sal and another in Praia, Cape Verde
and has some projects to start in Brazil.To date t group has invested 35 million Euros, of which 20
million in Cape Verde, and has 25 million investmento complete the course on the island of Sal a &vstar

hotel and another 12 million investment in anotheplant in Praia...”

Case participant 4 (CP4)

With 12 hotels in Portugal and two in Brazil, therf 5 is one of the major hotel chains in
Portugal, offering approximately 3,280 rooms in #teommodation category of four and five
stars. This group was founded in 1933 with the oeaf the one prestigious hotel in Lisbon,
the first five stars of the country. Succeeded tyestment in new hotels in the center of
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Portugal (Sintra and Coimbra) its acquisition bpational group bank saw the firm brand
substantially strengthened and its offering in sekgment of the congress and diversification
of its tourist offer in the areas of Leisure andfGlm 2001, with a renovated brand the group
opens to the public a magnificent 4-star propddyated at Nations Park in Lisbon. In 2002,
the group arrives on the Island of Madeira andd4it acquired a 5 five hotel in Algarve.

The group CEO told the Diario Econémico, in Jull20

“... We have a good supply in the main areas of the cot, in the leisure and business segments.
The consolidation of investments by strengtheninghe brand and new product development is a priority
of the group in Portugal... we will focus, in the neafuture in the consolidation of operations in Porugal.
We have no special provisions for investment in Paugal. We want to bring more tourists to our hotels as

a strategy to overcome the crisis that the countrgrosses...”

In 2006 (Table 16), the group began a processteffriationalization, acquiring its first unit in

Salvador, Brazil.

Table 16 summarizes the main elements collectgdinary and secondary sources concerning the rirain f
resources in December 2005
Firm 5 (Resource Profile December of 2005) (CP4)

Turnover n.a.
Size / Scale Resources Capacity 9 hotels / 1280 rooms
N° Employees 980
35-65
Client Orientation (1)

55- 45

Market / Specific Resources Loyalty index 16%
5 years

Brand
4 and 5 stars

-Time of activity 26 years / 5 years

Experimental Resources

-Domestic Geographic Presence Lisbon

(2)Mix between leisure and business and mix betweeDO and others

In February 2009, the group opens its second otBtazil, in Sdo Paulo. According to the
CEO of the hotel group;
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“...In the last five years the hotel's management gnep backed the brand repositioning and
internationalization for the next year, being the piority to consolidate this strategy, "while remaining
alert to all opportunities that arise in domestic ad international markets... we are aware of the
opportunities. Of course, the Rio de Janeiro pretesions to figure in our priorities straight, but there are
also projections to Brasilia and the North, where B would very much like a resort in the Amazon regio.
But one must consider that we are progressive. Ratty, after the investment in Sdo Paulo, we openea
resort built entirely over the chain, with investments of 60 million € in Portugal, which covers an aga of

40,000 m2 and has 280 apartments, with 16 presidéaitsuites and a Banyan Tree Spa.

Table 16.1 summarizes the main elements colldotprimary, and secondary, sources concerning the
main firm resources in December 2011
Firm 5 (Resource Profile December of 2011) (CP4)

-Turnover 110 000 000 €
Size / Scale Resources -Capacity 3280 rooms / 14 hotels

-N° Employees 2000

55/45

-Client Orientation (1)

60 /40

Market / Specific Resources -Loyalty index 18%
10 years

-Brand
Collection / 5 stars / 4 stars

-Time of activity 33 years / 10 years

-Domestic Geographic Presence Algarve / Lisbon / Coimbra

-Time of activity in international
markets 5 years

Experimental Resources

17 -30
-Degree of Internationalization(2)

Single (Brasil)

Manager international experience Yes

(1)Rooms overseas / total rooms - Revenues ovérEets revenues

(2)Mix between leisure and business and mix betweeDO and others

Case Participant 5 (CP5)
The hotel Firm 7 is a family group seated on thanid of Madeira, with more than 40 years

of experience in the hotel business. Nowadays, libtel group includes seven hotels in
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Madeira and two hotels in Brazil. Already in thengany’s birth year, in 1969, that another
feature of the company emerged: the mission ofvation, making known in Portugal, the
typology hotel apartment. In the nineties, theugrtook over management of the “pousadas”
in Madeira and opened his first five stars. In &mel of 2003 (Table ;) the group manifests
the intent to sell some assets to invest abroad004, the group expands to the northeast of
Brazil with the opening of two units. According bmth the GM and CEO from the hotel

group, in Turisver of January of 2004

CP5"...The Brazilian Northeast will be served with two five-star hotels with a total investment of
around about 21 million euros and a half. The forme Beach Esplanade Hotel will be the new and
refurbished group Grand Hotel, with its opening scleduled for July this year, it has 230 rooms all fang
the sea and is located near the main entertainmergtreas and shopping in Fortaleza . The second unit
renovated by this Portuguese hotel group is the foner Sheraton Recife, now called Recife Monte Hotel,
also of five stars. With 198 rooms and direct accego the private beach of Piedade, it is expectedat this
unit becomes operational as early as February. Bothotels are equipped with several restaurants and
bars, pool area, health club, conference rooms arel/ents, and business center. Hotel Firm 7 will bughe
Grand Hotels to be the new sub-brand for the Madem group of five-star. The group operates some two
thousand beds, handed out by its seven hotels, fiwd which are located in Madeira and two in the

northeastern Brazil...”

Table 17 summarizes the main elements collectgdiinary and secondary sources concerning the rirain f
resources in December 2003
Firm 7 (Resource Profile December of 2003) (CP5)

Turnover 12 500 000
Size / Scale Resources Capacity 750 rooms / 5 hotels
N° Employees 380
95/5
Client Orientation (1)
98/2
Market / Specific Resources Loyalty index 6%
No
Brand
3 stars
-Time of activity 33 years
Experimental Resources
-Domestic Geographic Presence Madeira

(2)Mix between leisure and business and mix betweeDO and others
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In terms of future investments in Brazil, therahe possibility of a partnership, with another
hotel group in Fortaleza. But the GM and CEO of hiogel group, head of the chain said in
Ambitur in March of 2005:

CP5” ...the main objective now is to "consolidate thetwo five stars investments of, and then
proceed with other business." The next goal will gdorward with other projects this time in both resorts
of Recife and Fortaleza, with a view to offering @omplete product to tourists. The entry in the busiess of
managing and operating units in Brazil is also beig worked on with a goal of achieving defined by the
group in 2015 by the exploitation of 10 hotels in Bzil. The turnover of the hotel chain was around %
million euros, in 2004, and the outlook for growththis year, taking into account the openings of thenits

in Brazil.

Table 17.1 summarizes the main elements colleat@dimary and secondary sources concerning the finain
resources in December 2011
Firm 7(Resource Profile December of 2011) (CP5)

Turnover 22 500 000
Size / Scale Resources Capacity 891 rooms / 6 hotels
N° Employees 425
70/30
Client Orientation (1)
55/45
Market / Specific Resources Loyalty index 5%
8 years

Brand
3 and 5 stars

-Time of activity

42 years

-Domestic Geographic Presence Madeira
-Time of activity in international

markets 8 years

Experimental Resources

. o 25 % - 45%
-Degree of Internationalization(2)

Brazil

Manager international experience No

(1)Mix between leisure and business and mix betwieeOO and others

(2)Rooms overseas / total rooms - Revenues ovérsets revenues
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Case Participant 6 (CP6)

The Firm 9 had their inception from the idea of wsihess men group to create a hotel
perfectly suited for local market needs in termsaatlities, service and positioning. The first
group hotel opened in 1988 with an innovative cphas spacious suites furnished with
kitchenettes. The 5 star standard of the groupapgdan 1994, also in the city of Funchal, as
a result of a careful survey of the needs of tlkend of Madeira in this segment. In 2000, the
city resort group received its first guests.

On the basis of this project was the idea of meygircity hotel for its location right in the
center and old town of Funchal, with a resort. kecBmber 2003 the group opened the new
concept resort, which integrates three differentehanits (in a common area where the
services, amenities and facilities are shared ieytd each of the hotel complex.

The group is controlled by two big companies, inddiga, with a 45% stake, with the
remaining 10% distributed by local entrepreneurshig German tour operator has a 15%
share in the company of "management”. The CEO aondder of firm 9 stated in APAVT
Magazine of September 2007:

"... The hotel group theoretically begins in 2000, buthe projects, since 1988, with an innovative
idea of a hotel suite ... my experience in the fttlmade me realize that there was needs according to new
segments seeking Madeira ... between 1975 and 1988, the hotel industry has not grown Madeira so, we

would have our chance in the local market...” in ARVT Magazine / September 2007

By 2003, the group grows to the one thousand awenskundred beds and stands as a hotel
company with the best performance (REVPar) in dggonal market with the inevitable exit,
out of the region.

With a strong corporate image with customers anthpes, the group announced plans for
the Algarve, Lisbon and Brazil through a seriepafftnerships. So, from 20QT7able 18)the
group starts the internationalization with a hdtelRio de Janeiro and a guest house in

BuUzios.
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Table 18 summarizes the main elements collectgdiinary and secondary sources concerning the rirain f

resources in December 2006

Firm 9 (Resource Profile December of 2006) (CP6)

Turnover 27 000 000 €
Size / Scale Resources Capacity 800/ 4 hotels
N° Employees 280
80/20
Client Orientation (1)
85/15
Market / Specific Resources Loyalty index 18%
7 years
Brand
45 stars
. -Time of activity 19 years
Experimental Resources
-Domestic Geographic Presence Madeira

(2)Mix between leisure and business and mix betweeDO and others

In May 2008, as the result of a partnership witbthar Portuguese business, the group opens
a resort in the Algarve and maintains a boutiquielharoject for Lisbon. In an interview to
Viajar of February 2010 the CEO and founder of fitrsaid:

"... No doubt that the image of excellence of the groupnd partnership with a German tour
operator has accelerated our logic of sustained gnah. Although almost all the growth was organic, itwas
this partnership that has helped us grow so quickhand directed us toward other goals..Because ofour
small size, the group international expansion hashaays been underpinned by strong partnerships and
customer segments, where we would have some expade. So, we entered the Rio de Janeiro in 2007, and
S&o Paulo in 2009 ... after all, just last year wacquired a parcel of land in Madeira for a future project ...
we are aware that having 15% of the regional marketwith an occupation average of 90%, is a fact that

brings us some questions whether we should grow grally...
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Table 18.1 summarizes the main elements colleat@dimary and secondary sources concerning the finain
resources in December 2011
Firm 9 (Resource Profile December of 2011) (CP6)

Turnover 54 000 000 €
Size / Scale Resources Capacity 1236 rooms / 10 hotels
N° Employees 550
65/35
Client Orientation (1)

68 /32
Market / Specific Resources Loyalty index 26%

11 years

Brand
5 stars / 4 stars

-Time of activity 23 years

-Domestic Geographic presence Madeira / Algarve

-Time of activity in international markets

5 years
Experimental Resources
o 17-32
-Degree of Internationalization (2)
Brazil
Manager international experience Yes

(1)Mix between leisure and business and mix betweeDO and others

(2)Rooms overseas / total rooms - Revenues ovérEets revenues

Case Participant 7 (CP7)

This firm 10 dates back to 1972 as a family compaviyo developed its activity mainly in
the tourism sector, and has interests in industdyservices. The company, mostly local or at
regional level, today, is seen as a Portuguesd Goteip, by far the largest in the tourism
sector, with 44 units and about 9400 rooms. Af@rimg secured a solid foundation in their
home market, the Autonomous Region of Madeira, @nsup left for a sustained growth in
"core business" (hospitality). This growth occurredth in the national territory, in the
Algarve and the area of Greater Lisbon and PortwoAding the president and co-founder of
firm 10 in an interview in Mais Turismo of Septemi2€03 stated:
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"... The entrepreneurial spirit of the group had its gersis in two Madeiran businessman who
immigrated to South Africa, with roots in Mozambique, which, when returning to Madeira bought an old
hotel in Funchal. After demolished, it gave rise tdhe first hotel of the family... owned by the brothes
which in the first years of existence were the onlylirectors. This was the embryo of the group it is
today...in the 80's, the Group acquired another 5-stahotel in Madeira, designed by the famous Brazilia
architect Prof. Oscar Niemeyer...Until the mid-nineties the group grew to 2600 bedm the Madeira, in a
component of traditional hotels and time-share busiess that has been the sustenance of initial growth
It is also important to highlight the growth in other sub-sectors of tourism, such as gambling, golfeal
estate, leisure air travel via charter flights andtourism operation abroad as levers for sustained gmwth in
Madeira an in Portugal mainland...the logic of growthin these vectors was a side strategy ... creating
marketing and distribution channels, where the Groy could have a significant influence ... reducing the

levels of dependence on large conglomerates tourissperation...”

In 1998 (Tableg), the group was the first arriving in Mozambiqtelowing Cape Verde and
Brazil. This growth occurredharticularly, in countries that have affinities with the Portuguese

culture, such as Mozambique, Brazil and Cape Vbud@lso in Portuguese territory.

Table 19 summarizes the main elements collectgdinary and secondary sources concerning the rirain f
resources in December 1997
Firm 10 (Resource Profile December of 1997) (CP7)

Turnover 26 000 000 €
Size / Scale Resources Capacity 1500 rooms / 8 hotels
N° Employees 600
60 /40
Client Orientation (1)
55/ 45
Market / Specific Resources Loyalty index 12%
No
Brand
4 /5 stars
-Time of activity 24 years
Experimental Resources
-Domestic Geographic Presence Madeira

(1)Mix between leisure and business and mix betweeDO and others
Proof of this, was the purchase of two new unitshie Algarve and the entry in the Cape
Verde market, through the acquisition of an exgstimit, in Praia. The CEO for international
business in “Isto é dinheiro “of April 2009 said:
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"... When we arrived at Brazil, our idea was to have oglone hotel and see what would happen in
ten years. But the surprise and the dynamics founth Brazil forced the group to rethink the strategyand
grow among the Brazilian economy. We thought thatfiwe built a hotel every three years, we would have
a lot of luck. But growth was far beyond anything ve imagined... Today, the hotels in South America

already accounts for 15% of our entire business...”

After the “first” boom of the firm’s internationaation, 2010, marking the beginning of the
entry in Europe, the Group opened its first unitamdon and in Berlin in May 2011. For the
period of 2011-2014, the Group has already annaltioe opening of new investments in:
Miami - United States of America will be the nexéstination, followed by a five-star in

Montevideo, Uruguay and in Casablanca, Morocco.ndaais the first target in Angola,

beginning with the construction scheduled for thet fquarter of 2012. In Argentina, the
Group recently announced its 3rd investment. Inisiier and Expresso in the year of 2010
the cofounder and president of the firm 10 stated:

"... When the Group advanced this second phase of integitional expansion, we decided to have a
hotel in every European capital; London was obviodg, the first place. It was difficult to get a hoté there,
but this opportunity came from London, we wanted togrow in Europe... | was born in South Africa when

it belonged to the Commonwealth, and | remember sijing the English anthem...”

The Group is in the Top 300 hotel companies, woidéw According to '‘Corporate 300
Ranking', published by the American magazine "Hdtehis hotel group occupies the 115th
position, as the Portuguese network in a betteitipnsin the world ranking. In 2010, the
group brand was awarded as one of the most valual®ertugal, Brand Valuation Forum,
valued at 104 million Euros, currently leading tlm&irism sector. According to the 2008
consolidated balance sheet of the fixed assetsedfidtel group which represents 860 million,
the equity hit the 320 million EUR and the turnoaenounts to EUR 470 million. According

the cofounder and president of the firm 10, in EEsgp of January 2010 said:

"... Our goal is to have 100 hotels in 20 countries ir025...”

Till 2003, the Pousadas were managed by Enatur (&sagNacional de Turismo). From the
summer of 2003, its management was privatized andéd over to the Group, integrated in
the winning consortium. Currently, there is a netwof 41 hostels divided into several

categories: Historic, Historic Design, Nature andafn. This new classification of the
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hostels is aimed for a better characterizationawheestablishment, according to its nature,
and to respond more adequately to the expectatibeach client. In Viajar of April 2009, the

GM for domestic operations stated:

"... In the current year, the Group renews the lease ofhe Pousadas de Portugal with the
Portuguese government. The purchase contract for thoperation of B & B is in force, since September
2003... To continue to manage the brand, the group @liged to continue the internationalization plan
based on the creation of new hotel establishmenis, buildings of Portuguese origin of recognized hisric
or cultural value, or in locations of significant pesence in Portugal, or in other places showing the
Portuguese cultural heritage...

Table 19.1 summarizes the main elements colleat@dimary and secondary sources concerning the finain
resources in December 2011

Firm 10 (Resource Profile December of 2011)

Turnover 470 000 000 €
Size / Scale Resources Capacity 9470 rooms/ 90 hotels

N° Employees 7000

50 /50

Client Orientation (1)

35/65

Market / Specific Resources Loyalty index 14%
15 years

Brand
4 stars and 5 stars

-Time of activity 28 years

-Domestic Geographic Presence .
All tourism areas

-Time of activity in international
markets 12 years

Experimental Resources

31%/42%
-Degree of Internationalization(2)

Africa, America and Europe

Manager international experience Yes

(1) Mix between leisure and business and mix betvilEBEOO and others

(2)Rooms overseas / total rooms - Revenues ovértsgalsrevenues
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7 - Multi-case study data analysis

7.1 -The purpose and considerations of data anslysi

The purpose of this chapter is to describe, preaadt summarize the major themes that
emerged from the content analysis of interviewsis Tart of research adopted a mixed
procedure, more consistent with the deductive Babfithe research, not following the trend
of similar studies. Overall deductive studies apgeause an inductive way to analyze and
present the conclusions (Barrat et al., 2011). Eadle was treated as a separate identity, for
an initial analytical purpose, and then a cros®,casmplemented the previous analysis for
conclusions and findings. The findings for eacleaesh question are given below.

As pointed in the methodology chapter, a prelimynaterview was made randomly to one
case participant to ensure the operability and tfanality of the interview, in order to
optimize the acquisition of information, in accaonda with the parameters of the
investigation. Therefore, the first interview wasade to the firm’'s 7 manager, that
corresponds to case participant 5 (CP5), accortintge script, initially set constant, in the
methodology chapter. According to the best practgglied in the case of a semi-structured
interview, it should be open, but targeted to ad, enthout pointing to the interviewee the
study’s variables, avoiding falling into biased andsavory practices to an empirical
investigation. On top of the original script, it svintroduced a couple of extra questions,
given some confusion that occurred in the firstuéssconcerning the international
engagement. When the second question was placéelnis of motivations and stimuli that
sustained international engagement, it was diffifarl the respondent to separate the different
stages of international engagement, leading to swonéision when preliminary analysis of
information was made. Within a semi- exploratopp@ach, two contexts were introduced,
one for the initiation of international activity @ranother for the subsequent(s) stage(s) of
international involvement. Although some investoyathad alerted to the fact, that there is
some confusion about the early stages of initialvement, being hard to know, where one
ends, and another begins, there seems to be amstarding that these are closely linked
(Bilkey, 1978). Thus, there are authors who giv#elievidence of consistency, in these
general models. Although stimuli can be found, ay atage of the internationalization
process, there is few evidence as to what spafkb@imovement of the firm, from one stage
to the other, being one major weakness of thesergkst approaches for international

engagement (Ford, 1982). According to Bilkey (1978}inkota and Jonhnston (1981),
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Jonhnston and Czinkota (1981) and Katsikeas andyP{&993) a list of stimuli factors were
adapted commonly to both and earlier stages. With deparation of the stages, it was
possible to measure the impotance of each of thaikts within the phases of engagement,
and therefore contributing to a better explanatbrihe facts. According to Bilkey, 1978;
Czinkota and Jonhnston, 1981, Jonhnston and CanKk®81 and Katsikeas and Piercy,
1993), both the nature and the impact of each $tisnwvill usually differ from one stage to
another, being consequence of the dynamic, turbubamd ever-changing nature of
international business environment , and its ingpamt firms behaviors. Being a cross
sectional study, in its essence, this researchigigh the stages of international engagement
and, in some way, introduced to a mostly dynamregach and overcome the limitations of
this kind of study. Accordingly, some modificatiomgre introduced in questions 2 and 3,
giving emphasis to what motivated initial involvemhein international scene, and then
exploring the stimuli and motivations behind theimenance and growth in the international
market. So, in accordance, the new interview gaide all the interviews were carried out,
following the case number participant (QRaccording to the preliminary list of participants

set out in the methodology chapter.

1) - Describe chronologically your company's atgivn domestic and international markets.
2) - What drove your company to seek business igidga markets? What were the main
motivations?

2a) - Are the motivations for international expamsistill the same? Explain the reasons
behind this change.

3a) - Explain what stimulates internally your comp#o engage in the international market.
3b) - In your opinion, which external stimuli wemaportant for your company’s initial
engagement in the international market?

3c) — Taking into account the motivational factew®lution, which stimuli are important for
the engagement and consolidation in the internatiorarket?

4a) — Explain the choice made by your company,rckgg where to enter and what were the
reasons that supported that decision.

4b) — Explain the choice made by your company aiggrhow to enter and the reasons that
supported that decision.

5a) - What are the company's plans for the domasticinternational markets.
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7.2 - Within Case analysis

This data analysis method presents the findingse ¢® case, regarding the two research
questions (RQ1 and RQ2). The approach involvestsiring all the text statements, already
processed within study variables. Structuring methias each statement is attached to the
dimensions and factors of the categorization matnkhin the variables, defined in the

methodology chapter (Appendixes CatCP1 to CatCRYanalyze the evidence, the chain of
case study design was used following the theotgiicgositions and giving priorities, to the

relevant analytical strategies, such as cross angelnd pattern matching logic. What matters
here is that all potentially relevant informatian,the document for the study, is categorized
and subjected to analysis. For the process of dedumference it is important, that the

subject can be covered, in some way related toetbearch problem. The technique used for
this part of analysis, is a narrative process $witg between, the researcher’s description of
the facts and each participants citations, wheegipusly structured contents of the interview
reinforces the observation and the reading of éleésf According to Graneheim & Lundman,

(2004) the credibility of the research’s findingtso deals with how well the categories cover
the data. The findings for each research questiergi@en below, in accordance to previous

value model proposition, that is, from motivatidostrategies.

RQ1 — Why do Portuguese hotels firm engage inmatigsnal operations?

According to the research design, it was assumat ttie motives, for either, starting or
exploiting international activities, are affecteg different kind of stimulus within managerial
perceptions, in other words, the firm internatiomafjagement is the product of the interaction
from internal and external factors (Albaum & Duet®89). Typically, in the literature, these
two dichotomized are indistinguishable, and havenbagescribed as internal (firm based) and
external (environment based) stimulus (Bartlet91;3Cznikota, 1982; Leonidou, 1989). The
analysis of the structured text statement, reggrthe first research question, was undertaken
through categorized firm references, to main mati&ed related stimulus that drive the firm,

to international engage decisions.

RQ—How do Portuguese hotels firms develop stratagiéseir internationalization process?
The criteria to analyze the structured text staténregarding the second research question, is
based on the theoretical assumption that stratebwmices are affected by firm and
environmental drivers, within a number of categediz internal and external, referenced
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stimuli. According to Wiedersheim-Paul, Olsen ancldd (1978), in their international
strategic process approach, the stimulus/driveesaanong the most dynamic and critical
elements of the decision to undertake internatiopaiations, with clear impact on strategic
choices in the internalization process. AccordingRBV the resources and competences
which may translate into sustainable competitiveaathge in international market (Barney,
1986), can explain the internationalization at fine level. However using the Dunning’s
OLI paradigm determinants frame-work and firm masragntrepreneurial orientation it can

explain the internationalization of the firm at teategic level (Cuervo, 2010).

Case Participant 1 (GP

Motives

Essentially, what motivated the CP1 to start irdéamal activity, were firm growth and risk
diversification. It was also mentioned by the CE® @P; that, the exportation and
development of the firm “winning formula”, in fogn market, was one of the main reasons
for starting business abroad. In addressing theequnof “winning formula”, the respondent
stated that the good performance achieved in theedtc market, had positive effects on the
confidence of shareholders. Thus, and referringeidormance, in the international market,
the respondent admitted that at medium term, tingpemy wanted to bring value to the firm

in terms of profits, product portfolio and relateénd awareness in Brazil market.

“The will to go out, had to do with a lot of things... but mainly, growing at a faster pace and
diversifying our investments...The development ofrmalready, winning formula in the Portuguese market
was a factor of confidence to invest aboard.lt is clear that the existence of markets and contions for
access to these markets were important in the dems, but essentially the basis of the motivation wathe

expansion for potentially promising markets...

Faced if that, supposed, “potentially promising ke#s” could support, at 100%, a decision
like the international expansion. The CEO from QUitified the fact on the basis of the prior,

and deep, knowledge of the market and businesstypyties that in that time emerged.

“...How we were pioneers on hotel internationalizaon it was difficult to guess, but what is certain
is that, we have been preceded by others in otheecors, which were being successful... Indicatorsish as
market size and growth rates were visible on someips that | made Brazil in that time. As owner and

manager of the group, | was optimistic given the gportunities that emerged in that market... If felt that
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everyone was pulling in the same direction, businesowners, local government, business partners and
even customers. Combining these external signs withe available natural resources, so essential taio
business segment, and our competences, it seemettaative to us the idea of expanding into a new
market...”

When asked about the reasons that led CP1 forgstreming the commitment in international
market, , the respondent replied that after temsyebexperience in the Brazilian market, and
more than twenty five years in the Portuguese niatke main reason was to take advantage
of synergies acquired at a local market level, with number of informal and formal

networks.

“...We have six hotels in Brazil and we are the fiéenth group hotel in Brazil, ahead of Pestana
hotels...In five star beach resort hotels, we arehé top hotel group in Brazil... When we reach this level
that we begin to see results, but of course all thihappen if we are efficient. The efficiency in maeting
and operations happens with dimension, explorationof partnerships and of course, with good
investments...Today, more than two thirds of our cliats are Brazilian...we have many clients in our has
in Portugal, which are a result of our presence irBrazil...The Brazilian outbound market, has been

growing a lot with repercussions in overnight stay$n Portugal ...”

Stimulus / Drivers

Concerning the stimulus / drivers of internatioeafagement the GB CEO, explained that,
already in 1995, the company was thinking abowritionalization but he felt it was a little
premature, so, only in 2000 they built the firstéi in Brazil.

“...I think a hotel company should internationalize if it has a solid financial position and with a
significant dimension, in their country of origin... only this way, it makes sense that if you want a
sustained growth, with some continuity over time,n a third country... reaching a significant of dimension

outside is also important for growth and performane ...”

For the CR's CEO, the idea ofustainable growth has to do a lot with the ability to leverage
the group experience, in the field of hotel projects. The group has an architecture and
engineering department that is very valuable foingi support to all the projects. He refers to

national and international projects as well as tranton, renovation and converting.
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“...0ur experience in construction and investment,ni human capital, on projects development

gave us the ability to undertake our projects locdy, more efficiently. Our experience in Portugal, vhile
operating in networking, with small specialized fim, gave the ability and barging power to deal witHocal
firms...We know what is best for us, in terms of co®, and what are the customer needs.of course that
some stimulus, given by the government of Ceara, Iped then, in two ways. Promoting the destination
together with Portuguese entrepreneurs, since thereas a significant flow of Portuguese tourists tohiis

area of Brazil, and, of course, facilitating all tke licensing processes within fiscal incentives...”

Closely linked to the knowledge of potential clemeeds, the CP1’'s CEO put emphasis that,
in that time there was also a network of direcatiehships with the Portuguese clients,
within a high degree of loyalty, and at same tiaeJose relationship with tour operators, of
central and northern Europe, who were responsdslentich of the production in the Algarve
hotels. At the beginning of the 2000's, the Europé&aur operators were looking for a
repositioning of European tourism to new long-hdestinations, more attractive in natural
resources and with great potential, for tourismetigyment. The CP1 group management was
already in Brazil since 1995, prospecting for reatate. Taking into account the group
knowledge of European tourist source market, tledtyitfcould be an opportunity, given their
partnership, as service providers, in Portugalistiarmarket and the related knowledge of
customer needs.

“...For us, it was a stimulus to know that we could gpport an international operation, with a
guarantee of a critical number of clients. We alredy knew the clients’ tastes and we had a privileged
relationship with the distributors ... our apprenticeship and knowledge, in the internal market on topevel

hotel service, was essential for all the processioternationalization...”

According to the CP1's CEO, everything that happebetween 1995 and 2000, from the
expectations of major tourist flows between Eurapd Brazil and, the possibility to invest
and manage tourism projects in a more ambitioule seeere key factors for getting involved
in internationalization. When asked in what way #émebition of the group was crucial to the
international engagement, the CP1's CEO said dftabugh the strategy of the group passed
through internal growth, the exit to a larger marketh a fast growth rate, was essential to

leverage the group’s investments.

“...There was a lack of quality hotels in those marketsvith high growth potential, both in

supply and demand. There were signs of economic arstcial stability, where good business opportunitge

naturally emerged... exchange rates were very favable, there were also local incentives and, as an
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ambitious Portuguese group, we saw a big opportunjt..as precursors, we risked in the Brazil market

with no regrets, although many of the initial presypositions did not occur.

It was referred by the CP1’s CEO, that the proodéssternational engagement, was not only
supported by the competences that already exidted, also contributed to a better

organization, in terms of organizational and operatl competencies.

“...The operation in Brazil has forced us to be moredecentralized ... what we learn outside is
always important, bringing new ideas and practicedor business...as we engage in the international

market, we better use and develop our competences...

It is also important to note that, when speakingemms of maintenance and development of
international operations, the decline in profitdyiln the domestic operation, was mentioned

by the CP1’s CEO, as a factor with some weighthwespect to external stimuli.

“...Given the crisis that threatens the internal market, the exploitation of business in a market
with higher potential, is a way to monetize some sictures of the group and for risk diversification of the

investors’ capital...”

The group's international growth, owes much todbtablishment of a network of contacts

and local partnerships that, from one point, werasset to the group's success in Brazil

“... Although we like to have our business under our sge, we always saw the importance of partnerships

with local and mainly, networking in all areas of he business. We grow internally and so many of our
latest opportunities emerged from these business tweorks. It is also true that often the reality of te

business is not the same as it was in the past amd.grow at a faster pace, we cannot be alone anymo..”

Market Choice Dimension

The country choice decision began during a persapgroach to the CEO, and other
shareholders of the GRIuring a prospecting investment visit. In a secsiage, the decision
was supported by external and privileged informmgtiand some perceived evidences that
Brazil was a country with good expectations for tiear future. When confronted with those
perceived evidences, the (¥PCEO referred to the intention of the Europeamn tperators to

invest in a destiny, and the fact that many Porggucompanies, in other sectors had been,
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successfully, installed in the country, benefitirgm a favorable economic environment. The
fact that there was a positive pressure from samal lgovernment institutions, may have
weighed in the market choice, so it was a mixedsitat, between Brazil’'s hosting conditions
and the group’s confidence to win, within the pesithost market determinants, as

geographic proximity and tourism potential market.

“...The decision for Brazil and Ceara state has emnged from a sentimental bond and a cultural
and linguistic relatedness...a very cheap market with great natural resources aailable... low
competitiveness in our market segment.a world, within a world, with great opportunities...located a few

5 hours flights, from Lisbon...”

Confronting the CPs CEO, about the reasons of choosing Brazil, gkmo account the fact
that there are other markets, with similar speitiéis, he argued that the choice had much to
do with the business and cultural ties, betweenwlecountries. He added that the choice to
go to a single destination has to do with the imdenof concentrating resources, in one
market to gain critical size, and then, get moneesgies to further detect and exploit other
market opportunities. However, he also said thatethtry in a country even culturally close,
like Brazil, is very risky and involves a lot of wo.. was also stated that the Spanish hotel

groups were already negotiating positions, witlaldand owners ...

“...although it seems that Brazil is a market culturaly close, and may contain some facilities for

Portuguese investors, it is a very different counyy, with great difficulty, at a bureaucratic level... Brazil
has much to offer to Portuguese companies and weltfdrom the Brazilians some receptivity to the
Portuguese... Brazil is self sufficient in almostwerything, and speaks our language, but with regardo

service standards and practices, they are very défent from us...”

After about 10 years of experience in Brazil,;@Rends to consolidate the investment in the
country, and already has six large luxury hoteleara state. According to its CEO, this
strategic choice of location and, related sustagreaith, stems from a deep knowledge of the

market, with a higher level of brand awarenesfieéndountry.

“...Since we arrived, a lot of things happened andie had to learn everything. The materialization
of the business with the European market was not &eved and we had to adapt. Unlike other groups, we

arrived in Brazil alone, and despite everything, wegrew and knew the system very well. We must
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capitalize these 10 years of experience because ave already in Brazil a structure and a network of

knowledge and partners..and who knows, after a solid base here, we may leato other markets...”

Entry mode Dimension

Regarding the entry mode approach, adopted byaimpany's CEO, he begins by noting that
although the capital is a scarce resource and etb#yinning, local financing was too
expensive, the group opted to build and operatatalhotels with financing obtained in
Portugal, mainly with its own funds, venture capdad with minor local investors. Faced
with the fact that, the group, was not known in Zfirand that capital was a scarce and
expensive resource, it was asked why the groupmalicbpt for a lighter investment modality.
The CP1l's CEO evoked various reasons, especially apportunistic character of the

investment, made by the group in Brazil.

“...The fact that we invested almost 100% was due to d&h good opportunities were mostly
appeared in an investment format, you had to taketior leave it... It does not mean that there was no
rental or manage options, but the existent format ws not completely compatible, with our brand
parameters. The fact that, rental contracts have amaverage duration of five years does not make senfkw
those who have brand recognition goals. The good magement contracts were rare, and with out-
standard products... Of course that all of this, is related with the fat that at the beginning we were
unknown and the conditions that investors put in, wre not the best..It was better to get financed and we
made everything from scratch because it was cheapeand would meet our expectations..unlike the
Spanish groups, very well known by trade, we did nohave much bargaining power, towards local banks

and international tourism groups...

Faced with what kind of expectations to which fereed, the CP1's CEO stressed again, the
creation of a critical dimension and the parametérthe quality both, in service and, in the
project itself. He also emphasized that becaugaisfsituation, it was better not to risk and

internalize all the value chain.

“...Given the low competitiveness of the Brazilian Noheast region, with a shortage of resources,
at human and logistical level, it was risky for ugo guarantee, all kind of services. In this specificase, at
that moment, it was complicated not to control thewhole process. A winning formula can be lost out in
wrong hands... However, because we explored already some local paers assets and being unable to

obtain financing in hedge funds is a sign we are geloping a good job in Brazil...But, we are still a group
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that installs, builds and explores its units ... sowe create more roots in the markets and in the gions

where we are ... this is all part of the growth proess, within our ability to take, and control, allof this...

When asked, if the group would keep this format input mode, the CEO said that from now,
things could change, as happened with the waiting period to enter the international market,

in the same case, with the adoption of other forms of exploitation.

“... When we think of leaving abroad, we weigh the fadhat if, we would be solid enough, to take

risks. In this case, it is whether the brand is ald to impose on the market in order to capture the
confidence of investors..The fact that, the last two of our hotels are ownetdy a pension fund and reveals
that we are doing a good job and that there is a peeption by others, that we are on the right way..Given
the nature of different existent markets in Brazil,we are considering creating a sub-brand in the ecomy
segment, for the urban market ... we look forward ¢ operate this market, because there is lack of medh
business hotels in secondary cities.We are talking about cities, with the size of Portaand Lisbon, but
much less competitive, than the Rio and Sao Paultn similarity, in Portugal, we established in Portq
Coimbra and Braga... This may be the beginning to create a product, muckasier to get investors to give
us the exploration, as being able to sell the usé the brand ... we're always thinking of growing bah, in

Portugal and Brazil...."

CP 1 - Preliminary key findings and main determitsainamework

According to the firm’s background, resource pmofgvolution, in site observation and
interview, it was concluded that initially, the rfirinternational engagement, was mainly
based on growth and risk diversification motivatioimhe materialization of its motivations,
was stimulated by a number of internal competeneated factors and externally, by a
favorable environment, within market opportunitiaed local incentives. Regarding the
motives to sustain and develop business, in tersya&anternational engagement, there were
mostly beyond the sustainable growth-oriented withiernal and transversal networks with
local companies. The brand recognition, the growisg of synergies, arising from a real
estate structure, and hotel development projetrtesady installed and tested in Portugal, and
the application to all areas of business of knoggedcquired, were the stimulus to sustain the
group international experience.

Taking advantage of some scale economics was a@, issice the beginning of this interview
and with importance for the group efficiency. ltshnot be forgotten that the rate of growth
of the group, on the domestic market, was dropmlog to low profitability in internal

131



operations. The maintenance of group growth paseagh gain, ground in more profitable
markets, increasing its internal efficiency. Itnet unconnected with the fact that from a
certain period after there was an increasingly @mwf funds with an external nature. To
maintain international growth, the CP1 intendsaketadvantage of the developed resources
and skills acquired in Brazil, creating a netwoflsgnergies to capitalize and leverage future
investments. Although CP1 has adopted a conseevatdehavior, regarding the
internationalization time delay, taking into accotime length domestic route and form self-
financing sustained funding. The fact that CP1 hasen a first mover, with no significant
partnerships, and have achieved a good adaptidhetanarket contingencies, reveals an
entrepreneurial approach to internationalizatioasdal on a use of competences to meet
market opportunities.

The adoption of Brazil, by CP1, more specificalhe tCeara state, to invest and develop
international activities, is related with two sitieas with different natures but, somehow
linked. The first is the fact that, what trigget@B1’s internationalization was the opportunity
to invest, in a big market with cultural affinitiesith a potential to grow at a faster pace, with
low perceived risk. Secondly, was the opportuniggtenialization and maximization, in this
market, that would be achieved by using resoureestacit skills, intrinsic to the company.
As a competitive advantage, it had to be usedatight time and, in the right place. In other
words, the market choice was determined by the ebamportunity that has arisen, given the
firm’s vocation, knowledge and competences in¢mite luxury market.

The CP1's orientation, for only one type of markeithin a single geographical and product
orientation, in a certain way, was due the tasiel®f firm competences and absence of brand
awareness, in more competitive markets, like Ridaleeiro, Sdo Paulo and Salvador. It was
easier and riskless to enter in markets whereitireHas competitive advantages. So, we can
say that for CP1, that opportunistic behavior dmrature of skills influenced the choice of
the market, in the first stage of international aygment. Regarding the dominant asset
commitment modality, on the CP1’'s entry mode deaisit is clearly influenced by three
distinct factors, also somehow linked. The firsretated with two market specificities, the
local market (Ceara) level of competitiveness am Qeographic and cultural distance.
Despite the Ceara touristic market having a lotpofential, at the time of entry, the
sophisticated touristic activity client as we knomere incipient. In contrast to the abundant
natural resources, human and logistics resources wet abundant, and the sector was

composed by small units, unable to meet demandpaktetandards and the modern tourist.
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So the idea of externalizing some activities omenenaging other investors properties, were
not an option for CP1, because the firm would hhigher transaction costs. Despite the
perceived small cultural distance, there is a whffiee concerning business practices and
routines, which is another contribution for therfito have tight control parameters on quality
of the provide service. The other factor that r@ioés the low cooperation and the need for
local control are the competences based on tasét@sand the complexity level of
capabilities. The logistical complexity associateith large hotel units, associated with the
high standards of quality, is a barrier to localopmration and requires high levels of control.
Also, the nature of competences based on tacitsassakes it difficult to deliver to third
parties without losing value. The third factor e tdesire, to reach a critical size in this
market, which makes it easier to achieve full colndf the investment. It confirms a policy of
exploiting and coordinate synergies and buildingimwage in the Brazilian market. In
summary, the nature of the market and the intecoaipetences, influence the entry mode
choice in the first stage of international engagaimaways with the idea to use this region of
Brazil, as a centre of operations with a criticahension.

Regarding CP1’s strategic choices for the futur@ppears possible a shift to other markets
and other products. Given a larger critical anchfiraxposure, in the Brazilian market in the
short term, CP1 will launch a lower brand in othearkets, exploiting synergies built along
10 years of activity. As soon as the CP1 engagdbearninternational market, new strategic

solutions may arise.

Case Participant 2 (GP

Motives

Although it was explicitly asked which primary mags led the group abroad, the arguments
presented by the CP2’'s FM do not fit fully in theeydously defined categories. However, we
can say that it was the impetus for growth anddéngre to return to origins, the main reasons.
Based on the content of the interview, it is obsgidhat external stimuli were crucial to

motivate the group in its international expansion.

“...The internationalization until the mid-nineties was not brought up, and we were truly
motivated to grow domestically,more specifically in Lisbon...The internationalization was not something
worked out, but an awakening of something that watatent and in face of favorable circumstances, made
the internationalization scenario possible...we hadlready in mind that the group had grown as fast a
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possible in that time...it is clear that the intermtional vocation of the group, regarding its origirs,

stimulate us at the same time, increasing the motition for internationalization...

Confronted later, to explain what circumstancesewarorable, the FM stated that, although
most of them were external, they could not be dissed from the internal reality of the

group, at that the time of the facts.

"... Apart from the fact, that we already have a network of privileged relationships, with local
agents, both public and private, we also witnessezh opening of the Mozambican government to foreign
investment, in order to develop the country, whichwas already recovering from 20 years of
war...Mozambique has a great potential for tourism ativity, and we had the competences to develop
it...The business was going well internally, with anotivated management team and with the agreement
and complicity of our CEO which represents the 51%of the shareholders... the decision of internatioria
engage in Mozambique, was based on privileged infaration, firm perceptions and business opportunity

resulting from our the clients network...

The justification of a decision that involves sorsks to be taken, so quickly was justified in
part, by market knowledge and customer preferendéth regard to African incoming
tourism business market, in Portugal, CP2 is aepred partner. As we have contact with
Portuguese domestic clients, we become aware aivéirg interest for the African economy,
and the opportunity to link these two realities.eTerceived advantage, while entering a
market with potential growth, was essential to tétmevard the idea of an international

involvement.

“... We felt we had something to give to a countrjike Mozambique. Although, at a first glance,
our ambition to grow seemed a risky step, it coultbecome an opportunity ... we knew we were going toe

pioneers in the market and could be successful...”

Regarding the primary motivation, in the continuesmitment, on the international stage
and more specifically in the African market, a beta hotel network is clearly a reference to

a localized growth, with clear intentions to beemthmark in the hotel African urban market.

“...A clear commitment by the Mozambican government, inresource exploitation and

construction of communication routes, crossing theountry is a facilitator to economic activity ....There is

a lack of support of business infrastructures traviers moving in the axis of Maputo, Tete and Nampula
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The same is seen also in relation to the axis of Bh Africa, Mozambique and Angola. An exploration d

opportunities, in these two axes, may be the growttrategy of the group in Africa...”

Stimulus / Drivers

Although it has been difficult, throughout the figgart of the interview, to separate primary
motivations and stimulus, it was evident that sdnmgt has sparked the interest in the foreign
market. According to the CP2's FM, it was also clideat the exit tothe foreign market was
not a reaction, to a fall in the domestic market, sbmething which was triggered, by a series

of internal factors and external events.

“...The perception and some reliable information, thatMozambique wanted to go forward,

together with the government's willingness to privéize certain activities, giving incentives to invesrs was
a great encouragement for us business group, withidtorical roots in the country... Of course it helped, at
this time, the solicitations from clients, banks, ad even investors to open a hotel in Mozambique. Abf
this combined, with our skills, and some market knwledge, motivated us not to hesitate in front of

business opportunities...

Faced with, what internally was more relevant fug tnternational involvement, the FM of
CP2 highlights the marketing and operational skilfs hotel business, and sentimental

relationships with the country of entry.

“...0ur expertise and experience, of more than 3@ears in the business city hotel, in Portugal .The
development of relations with our African customersin the domestic market .... The existence of a
business network from Portugal to Mozambique ... th notion that we knew the right product for the right

market...”

Throughout the first interview questions, it wasurid that some initial assumptions
concerning motivations, changed, consequence of stemuli, which have been emerging
since the eleven years of international presentéhé\present time, the group develops hotel
activity in cities across the country and expanttethe capital of Angola and intends to grow
steadily in both countries. Given these situatidhe, GF was confronted to list the stimuli

that most contributed to the continued expansianternational markets
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“...The growing interest of large, national and inernational economic groups, in Angola and
Mozambique... The return of investors to Mozambiquewith a capacity of developing projects of some
dimension ...An increased flow of business peopletween the two countries and Portugal, benefitinguy
hotels occupancy... The adequacy of different segmts brand, to market types, covering the capital ad
the capitals of the provinces are a strength compiéive advantage for a hotel group... we have to takinto
account that some national hotel groups, some of éim direct competitors, are already beginning to
develop activities in Angola and Mozambique... Ounearest competitor in Portugal, will open later ths
year, the biggest five stars of the country and aralso preparing to go to Maputo. They too, with magp
entrepreneurial roots in Africa also bet strongly n this market...The expansion to Africa is a norral

process, oriented and based on a strong competenwagthin an attractive potential market...

It was also mentioned that the business environnireozambique, had evolved favorably,

contrary to what was happening in the domestic etark

“...The competitiveness in the domestic market isrgwing and we feel that in Portugal it is
increasingly difficult to do business. Although thegroup is already established in Lisbon, competitio is

increasing combined with a crisis in demand and pdes...”

Market Choice

The choice of country and market in particulareaslenced by the previous point, is linked
to a sentimental attachment to the country, a f&ercontext and exploitation of a perceived
opportunity. During the interview, it was transradtthat the choice of Mozambique, in a first
stage was a result of some incidents and the aesseinom the management that, if there
was a way out of Portugal, it should always goulgftoMozambique.

“...The path that led us to Mozambique, occurred nturally and not due to any planned strategic
guidance...the market prospecting was replaced by the call b&cto the roots and it is these connections
that allowed us to access, and face, opportunitiegith optimism and determination...It comes down toa
public offering of one building in Maputo and an ogportunity to recover a building that had been owned

by one of our shareholders in the city of Beira...”

Regarding the factors that reinforce confidencethie country choice, two aspects were
highlighted to understand the intentions of the ugfe expectations. Referring to
Mozambique as a country of the future, it was agskedGF of CP2, to materialize in practical
terms this claim. He referred the potential tousispects of the country with the government's
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effort, and also benefiting from a social and pcdit calm. He also claims that although, the
country still lacks of support infrastructures, et a synergy between the government, the
neighbor South Africa and some Portuguese and dorenultinationals, with intent to

leverage the economy.

“...Mozambique is a country with a future but also with many weaknesses in the tourism
infrastructures... The country has many natural resurces and taking into account the levels of polital
stability, the economic activity will increase in he country. We were willing to take risks and took
advantage of this opportunity. Although the Pestanagroup is already there since 1996, we have been
pioneers in the country in business hotel segmentithy a Portuguese brand... We think the time of enty
was right for two reasons, first, because there werinternal factors for us to leave Portugal and the,
Mozambique was already in a recovery point that ispossible to operate a business with good

perspectives...”

Faced with what kind of expectations, the Group dtasut Mozambique, the FG of C2 said
they did not expect to grow and make money quidkly, hoped to reap dividends in the
medium term. We insisted and asked, which kind igfddnds they intend to obtain. He
replied that in Africa, we had to go slower, to genfidence from locals, in order to gain

access to local and others peripherals markets.

“...We are aware that Mozambique is still an uncomptitive market. But unlike Angola, it is much
less speculative, which sometimes makes it very ittive, in terms of appearance and the future vala of
opportunities. It's still a cheap market with few barriers to entry but, all this is already changing.. The
strategy of making Mozambique a base to go to othanore competitive markets, with potential of faster
growth, like Angola, is also one of the reasons texpand and sustain our growth over in Mozambique.
Making our brand a reference to the business marketin the Portuguese speaking African market, is a

way to grow faster later...

Entry Mode

It was observed that the group, in its eleven yedirsmternational experience, owns and
operates all units in Africa with exception of theanda hotel. According to the FM of CP2,
the option for full ownership has several reasdhsves by the way opportunities presented,
by the absence of competitiveness and the develapmethe hospitality and real estate

sector and, the lack of specialized local firmsupport multinational companies.
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“...Bearing in mind that, tourism is still very recent, in this country, we went with 100% in capital

and exploitation... In Mozambique, the barriers toentry are essentially due to the lack of means..f &
company does not mobilize the resources the thingl® not work ... there is a lot of need of knowledgand
one cannot rely on local support for training, asstance and financing..For all our hotel projects outside
Portugal, we continuously, have a follow team ..t is imperative to control, since, locally, thered lack of
business knowledge ... we have to control and neage, from the project, to exploitation...we must nio

forget, that our project in Maputo, is a five starhotel and involves a lot of operational complexity.

According to the CP2’s FG, this option is the impoa of a market but may involve the
cooperation in the future, as has happened in galtu We entered In Luanda, a more
speculative market and competitive, through a gastnip with a local partner.

“... In Angola, protectionism and inflation is much higher, increasing the risk of business...But we
had to be there because, it is a market that givass great visibility, and we cannot lose ground to ur,

more direct, competitors, in that market. “

CP 2 - Preliminary key findings

In this case, it is clear in the interview contehgt internationalization was not a direct result,
from a deliberate strategic move. It was a resiilg series of facts and incidents that led the
group to orient, its resources and competencesnitgonational market. Since the underlying
motivation was the return to the origins and theliait motivation was growth, what truly
leveraged and allowed things to become reality ile@eappearance of an opportunity and the
self-confidence of the new management structurthannternational project. The control unit
resulted from a restructuring of the company, wagial for the group to engage in the
Mozambique market. This type of decision was nqipsuted by a threat or an internal
market contingency, but by the emergence of a niatkepportunity perceived, by the firm,
as potential value added decision, to the grouphat Jpositive perception was a strong
stimulus, based in internal and external originm@&ated by a good performance in
domestic market and a confidence in their busiskiis, the group took into account the long
experience in the corporate segment, and its oalstwith African clients in Portugal and
potential Portuguese clients in Mozambican markettorical ties between, the founders of
the group, and the Mozambique commercial tradatedeover the time relationships which,
in some way, facilitated the establishment of avoek of influences and the whole process of
internationalization, by accessing more easilyotal benefits.
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The reinforce of international engagement, eviddrimga sustained growth in Mozambique,
is a resulted of various factors, such as, thdoeafon of synergies within the group and
with local authorities, the emergence of new padésdevelopment, result of economic
growth, promoted by the government and accesgdtegic markets, for a sustained growth
in that region of Africa. The consolidation of tgeoup brand was also determinant, to face
the threat of another Portuguese group, competinghé strategic axis of Angola and
Mozambique. In this pioneering phase, and, givem tiio markets’ characteristics it is
important for the group to guide its growth, toteosg presence, in order to have a critical
market share. The consolidation of the group, | Bortuguese market, was already in a
mature phase and, despite some incremental intgmoaith, there is an assumption of
stagnation, and a decline of results, in the irsemarket. What was seen as a product of
circumstance in 2000 becomes in 2011, a vital esgrat direction for the Group. The
opportunistic behavior and the assumption of risksed on a self-confidence attitude upon
internal expertise at the operational and netwdek®l, makes the group an example of
entrepreneurial and proactive character.

Given the evidence, we can say the group, althaugok about twenty-five years to go
abroad, that this exit should not be seen as aleééd strategy of accumulating resources, in
order to minimize any risks, but rather a seriesriical incidents and international vision of
the new administration.

It is evident that the country choice, at a firlstnge, is grounded in a sentimental attachment
and cultural proximity. But, there were other fastohat might help and consolidated this
decision. These factors were mainly linked withcgptions and realities, from the market
itself. The most important were the conjunctioradavorable environment for business, in a
market with potential to grow. The growth potentaas initially identified within the country
and at a later stage, as the basis for expansiomnmare competitive markets. As first movers,
some opportunities were identified in uncompetititceirist market. The emergence of
industrial and commercial activity in the countand the lack, of urban lodging structures,
make Mozambique a land of opportunities for theehgtoup. The African vocation of the
Group, in conjunction with the Government's desirelevelop and support direct investment
in tourist structures, were key pieces for the grathasing Mozambique in the first stage of
international engagement.

Unlike the domestic market, where the group alreapgrates units always in the lowest

segment of the brand, owned by others investo/sfrica, most of his investments are held
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and controlled by the group. Underlying this demmsis the absence of choices, for other
ways of entry mode, and the nature of the oppastuhat was the result of a public offering,

at an attractive price. Of course, all of this Waked to the low economic competitiveness of
the country, although some multinationals haveaalyeconsidered Mozambique a country
with a great potential. In this particular cases tiecision of Mozambique would only make
sense, if the investors started to see its retang, medium and long term and be able to
monitor all the investments since its inception tile exploitation. Highlighted by one

element of the executive board commission preserpart of the interview, the cost of

financing was very low at that time, which coulédethe company to expect the return on
investment, in a more wide space of time, not haany sense embark on others forms of
entry mode. It was noted, during the intervievatttine lack of human resources, and know-
how in the local, combined with the type of prodtiwat the group has to offer, made the
internalization a necessity. Although, at this tintke group is open to other forms of
cooperation, the choice of opening large urbansusiitsuperior quality, makes the group still
very cautious about sharing something, which hapgesnly when strictly necessary, as it

was in Angola.

Case Participant 3 (CP3)

Motives

The present case is the only Portuguese hotel ghaihas its genesis, outside the country. It
all begun with a group of investors, led by a bassman linked to tourism activity in
Portugal, with venture capital funds and some at#l equity who invested in some land on
the island of Sal. Speaking to the CEO of the (B@nded in Portugal in 2000, we also
inferred by secondary sources that, beyond a sentahaffinity the primary motivation was
linked to economic reasons, in a clear opportuniatst mover entry strategy, in a culturally

close country, with unexplored natural resourcesdorism.

“...There were a number of assumptions that were dital to start our business in Cape Verde.
First it was the realization that the island of Salis a paradise destination, with friendly people wb speak
our language. Secondly, was the geographic proxirgitand the government expressed willingness, to
develop a structured tourism, within incentives tohotel entrepreneurs. The third reason is that, | hae

believed and convinced the investors although, tirésk that we might have it was a business with futte.
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Faced with the fact that Cape Verde had tourismnfore than 20 years and that, other
investors, of other nationalities, were alreadytloa island, we inquired the CP3's CEO of
what were the arguments and strategies that hevieelj were fundamental, in the growth of a

destination, that was not included in the European operators’ map.

“...Well, at that time, Sal had only small hotel unitsbelonging to foreigners who directly traded
with small specialists, distant from the cultural rality of the island. On the other hand, there weralso a
number of state owned boarding houses and privatediges individuals for adventure tourists who came
by their own means. In summary, there was no orgamed tourism because there was little demand...l
understood that the lack of demand were linked to tte scarcity and quality of supply ...the lack of
supporting infrastructure, air transport and hand skilled labor would only have a solution if there wa a
concerted effort to bet on the destiny. One thing as true; the government alone was not able to do iSo,
we decided to take an active part in this processnd we did our share, investing, disclosing the namef
Cape Verde in the world and we were almost as ambsadors of the country. We are a Portuguese brand

but who knows us, links us to Cape Verde..."

Frontally, was assumed by the CP3's CEO, that & nat easy to get that message across,
even though it was logical, taking into account ¢iyeles of tourist destinations. There was a
demand for new resort destinations, from the Euanpéour operators, with some
geographical proximity. From the moment that theegoment took seriously the conclusion
of the international airport and quality hotel puats begun to appear, it was a matter of time

for the development and the boom of touristic aiitig, conclude the CP3’'s CEO.

“...Being already there, was an advantage, over tlse who came after... so it was a vision of an
opportunity that really came to materialize... We always think in the business potential, but nevestop to
sustain the fact that, all this potential was basedn a strategic resource, for a hotel company, whicwas

the landscape and proximity to issuer’s tourist makets...”

In fact, it happened that the Group benefited frthi@ tourist boom, on the island of Sal,
derived from its initial strategy. Product innowatj focus on local culture and collaborative
networking with local, private, and public partneffius, taking into account a competitive
advantage, based on local experience and syndrgiesthe group, was a bet on growth

which, diversified into other islands and extentieglr operations to Brazil.
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“...The fact that we were pioneers in a destination whe everything was scarce, where we had to

innovate and develop processes and practices, crizaf synergies with everything and everyone, resulte
in the development of unique skills, within networls, and taking advantage of it, we grew naturally. Wat,

for some, was difficult and took some time, for usvas easy...”

Stimulus / Drivers

Motivated by the growth potential of the destinatiand its role, in tourism development of
the Cape Verdean archipelago, was certainly therviand international experience of its
founder, and current CEO, who was the main stimédughis project. Initially linked to a
multinational rent-a-car, the group used the distion network and contacts to promote
Cape Verde in Portugal, on a scale never seenjnwitie main national tour operators.
Another stimulus was the capital of trust, givenlbgal authorities to the group, showing
signs of a of course commitment to the developroéntfrastructure for the tourism sector. It
also contributed the opening of the internationglaat of Sal and the ability to reach Cape
Verde through charter flights. By consequence,dibgtination became more accessible, to a

larger amount of people lowering the price of asi®lty.

“...In fact, at a first glance, there were more costraints than stimuli, but we knew how to take
advantage of this situation being pioneers in theastiny, and disclosing Cape Verde, not only as arsand
sand resort, but also combining the rich Creole ctlire site. It was a fair exchange and enriching
experience for both sides. On one hand, we learneidom local, welcoming people and enjoying the
resources, sustainably. On the other hand, we bendheir qualification and add a supply more suitedto
the modern tourist... The opportunities were there, you only need to conibe them and make them
available ... we are talking about paradisiacal bezhes, summer all year round, marine resources,
gastronomy, recreational activities related to thesea and local culture..Of course, all this existed, but was
not in the format to consume, so we had to learn tdeal with it, innovating, developing practices and
partnerships in a difficult environment for the creation of synergies ... Cape Verde is a discontinusu
destination, with different realities and problems,at a territory planning level, which forced us tobe
entrepreneurs in many practices, we learn a lot frm it... We trained people, created partnerships with
local companies, cooperated with the authorities iplanning and development of resources and abovel al

we operated like a bridge to Portugal and Europe irthis first phase, of development of the archipelay..”

The growth in Cape Verde, took place naturally,hwexponential growth in arrivals of
Portuguese tourists in the summer and French, Swais$ Belgian in winter. The

specialization clearly oriented, towards leisurerigm, was one of the reasons for the
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adventure in Brazil. According to the CP3's CEOtthmvestment was the result from an
opportunity in a nearby destination and with idealtiresort characteristics. Fortaleza is a 4
hours flight from Cape Verde, where the group alyehas two hotels. According to the

group’s CEO a taste of Cape Verdian culture in Braz

“...When you want to gofrom Cape Verde to Brazil des not mean we want to make Cape Verde a
paradise for Brazilians, but a reference to the Cap Verdeans who are, and go, to Brazil on business.
There is already, a considerable movement, betwe&ape Verde and Brazil, and we can take advantage
of this strip of clientele. But, the key aspect ishe diversifications of business, in a country witha large
scope for growth. The experience we had was impontéa for implanting in Cape Verde and we want to
grow further in the two destinations, always with 4and 5 star superior hotels, first line on the bedt At
this time, in Cape Verde it is inflated and the bumess opportunities are scarce. Everything is evdiwg
very quickly, and with the presence of large multiational German and English with the concept of all
inclusive, we have to adapt ... we are small and efate in a very competitive market, we always have

innovate and be different, otherwise run the risk 6disappearing...”

Market Choice

It is clear from the testimony of the CEO, and @ing people connected to the administration
of the group the choice of Cape Verde, took plareséntimental reasons and also due the

type of involvement that would require, taking imtccount the characteristics of the market.

“...The choice of Portuguese-speaking markets and geagrhical and cultural proximity was a

natural reason, with Brazil being an extension of @pe Verde.. In the case of Cape Verde, it implied that
a group of investors as we were, with no special ilk in hotel business could find one uncompetitive
market, with low entry barriers to develop a hotelproject. | know that everything seems antagonistyut
that's what happened. We were a bit into the discary and taking some risks, we believed in the
destination’s potential and in our entrepreneurial profile... Of course, with great dedication, capital and
contacts the things resulted, now we are an orgaration that has grown out of Cape Verde. At first, ve
entered Brazil with resort hotels and given the pantial of Fortaleza, as a business destination, we
adapted our offer to the business segment ... oubiity to adapt was put to the test, at the right time, we
acquired two hotels financed with venture capital.. now, would be more difficult, due to our size adh the

speculative bubble that will face the Brazilian ecoomy...

Reinforcing the idea of the perfect match, betweatrepreneurial spirit and a potentially
attractive destination, CP3's CEO acknowledgedttietnitial complicity, between the group

and the local authorities, had their weight onaheice of country.
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“...The truth is that since 1992, we had been progeting and our bet was to choose an emerging
economy that spoke Portuguese, at the same in a pnising sector... In this case, we had money to inste
the tourism was a promising sector, and it seemedtme that Cape Verde, was the right spot..The
proximity to European markets, some signs of stakity and economic growth in the country and demand,
for other destinations, outside Europe, by agentsdm tourism distribution still has given more strength to

my manager intuition with some experience in tourisn sector

Entry Mode Choice

All units operated by the group, are accountechendompany's balance sheet. According to
CP3's CEO in this moment, there are no conditioms dther forms of operation mode.
Although the destination already has some compatitit is still not enough to emerged
mixed forms of capital and exploitation due toklat logistical resources. The risk that the
country still contains and the emergence of giaetn@an multinationals, that vertically
integrate the whole chain of value, leave littlasp for the competence, is a new reality for
the remaining independent hotels and small grolipese multinationals operating with wide
body planes, cut the costs of operation, in moes tR0%, and use their barging power to

negotiate with local companies and the government.

“...For a group like us, who are adapting to the new padigm of all inclusive products, it is
being very difficult to adapt our minds, because w think that all inclusive will distort the image d Cape
Verde as a holiday destination and impoverish theokal economy. To compete with groups that bring two
thousand customers a week, in their own planes, amlit them in mega hotels where there is no need ¢m
out, is only possible to operate if we dominate ancontrol the most of our internal operations. If we don’t
manage to do it at the short term, we will not abléo be more competitive in the price. Although we ave a
more customized product, with other options for ckents who still gave us margin of maneuver, we also
need volume to grow and we cannot neglect these nevays of seeing the business. Our next five-star in
Sal will already be an all inclusive, with more comlex management system that requires, new day do

day, practices that we have control...”

From the final part of the interview, we deduce twiportant points about the current market

situation in Cape Verde and its relation to theetgb entry mode carried out by CP3. First,

the pressure on price, as a competitive factor,thadheed to take advantage of the few scale

economies, facing a new mass wave of all inclusmgists, from multinationals giants and

the choice from CP2 of a client oriented stratepg tnore demanding type of customer, with
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a different kind of product. According to the CPT&O, both situations require a control
over resources, the first to avoid the emergendeaataction costs trying to build, internally,
an efficient operation and, in second place, tonta& the quality standards of the offer. It is
also clearly stated that, although, there weretpesdevelopments in the local economy,
there is still no support infrastructures and loiahs to ensure the quality of some core
services, in terms of their outsourcing, althougtre is a lot of cooperation among secondary

services, such as recreational and cultural aietsvit

CP 3- Preliminary key findings

What makes this case a rich subject of study,aspérticularity of being the only case of a
Portuguese hotel company that chose to initiate, d&velop, their activities outside the
country of origin. In other words, they become intional from inception, as a result of an
entrepreneurial vision of its founders. Normallyssaeciated with technology services
companies, this type of phenomena, goes beyondsttope of activity and extends to
traditional activities, such as, tourism and hadpit. The reasons pointed by the researchers
to explain why the born global are becoming mordenspread, are several. Cleary, between
entrepreneurial-visionary approach and cognitivieisd! approach, concerning the initial
phase of the process, and learning dynamic apprioadater strategic orientations, this case
is a typical example of proactive and entrepremmt@pproach, of international engagement.
The relevant fact about the motivation was the flauis strong believes in the project, and
the opportunities that would arise. A positivetatte towards a winning project and believe
in the capacity of the company without experiengeovercoming the difficulties, in a
seemingly hostile environment, was the basis ofirtternal stimulus. With regard to external
stimuli, these were based on the founder’'s pergeptabout the evolution of the European
tourism market and information on the Cape Verdeegument guidance, regarding its
strategy for the economy. The fact that the groagh éntered an early stage of the destination
development, without prior experience, in domestiad hotel sector could bring more
constraints than opportunities.

However, as a first-mover the group developed dlityatp adapt and to position the relations
with the authorities, with the locals and a greateitity to manage the adversity. Thus, the
group’s capacity of developing synergies with shaitéers to build new structured product to
give an impulse to the Cape Verdean tourism hadtipegeflections of the group in its

internal growth. By being, an active part in th@stouction of the destination, the group has
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strongly contributed to its consolidation in mosttlee islands, with a quality hotel product,
where Creole culture was always part of the pack@be creation of a local brand and the
development of hospitality skills, slowly allow ngoclients arrivals, in the first instance, in
Portugal, and, in a second phase, from centralgeurdhrough a network of hotels with very
peculiar characteristics, the group bet in theedéht touristic product, where the strength was
the contact with the local culture. Cleary, stii expensive destination, Cape Verde had
begun to grow at an average rate of 8%, per yaare 2002. Airport charges, at that time,
were still, five times more than in the Canaridands. Taking advantage of this growth, the
group wanted to use its experience and networkonfacts, to expand as much as possible
and began to think out of its base of Sal to otbkands. However, the problem was always
how to get tourists to these islands. Due to thédeal discontinuity, the growth potential to
other islands would always be a problem whose ieoluvas not within reach of a small
group like CP3. So, the group had to look for glgw another direction. Growth in Salt was
near its sustainability, and there was already sspegulation in other islands with excellent
tourism resources, like Boavista. What was crucdhe choice of Sal, was the center of the
group hotel operations holding first mover advaagghe affinities with the locals, and
initial complicity with the government was not aaligy in the other new emerging islands.
Unlike Sal, Boavista, is almost a desert islandhaitresidual population. In the mid 2000s the
island was literally invaded by multinational melgatels, all-inclusive, benefiting from an
agreement with the government to conclude in 2@@8jnternational airport of Boavista. The
German multinationals, with vertically integrati@amd an average size of 3500 rooms per
hotel, changed the paradigm of Cape Verde touri3ine CP3 group possesses a land with
30 000 square meters in Boavista, but has no ptabsild anything, for the next two years.
The exit for Brazil, as a new market, was thoughtaisk diversification strategy. Initially
seen as an opportunity to grow fast, in a geogcatligi and culturally close environment,
soon after, it was also an opportunity to diveraifyerms of segment of clients, moving from
leisure to business, always bearing in mind, thstemt synergies, between the Cape Verdean
market and Northeast Brazil.

It's concluded that the dynamism of markets is cwnpatible, with indecision and missteps,
from small hotel groups, much less speaking inrmatonal markets which have not yet fully
consolidated, with structural constraints, suchckent access and market size. CP3 now
stands at a crossroad but has to take a directesy guickly. Maintain a strategy of

consolidating its customized product in Sal, oreenthe market for all inclusive resorts, with

146



other multinationals, are its options. The questiasked are the following; will CP3 have
sufficient resources to handle such a war of pAd&f4ll it be prudent for the type of company
that has grown steadily in a small, family envir@mt) to have so many business fronts? One
thing can be observed, a small business engaghdsuditess, in many business areas, outside
their country. Hopefully, once more, we hope tr@hmon sense of their entrepreneur leaders
prevails to take this company to the right tracke Tast thing heard from the CEO of CP3

was: “we do not want to be the biggest. Perhap®itnés the solution.”

Case Participant 4 (GP

Motives

Unlike other cases of this study, the CP4 has \#@epr idea regarding the first order
motivational factors that lead the group to thirdoat internationalization. The emphasis
placed by the CP4 group’s GM in establishing twanmts, in the history of the group, was
important to better frame this issue. The first qghaf the company, that lasted almost 65
years, was characterized by the hotels investméntshe region of Lisbon and its
surroundings, all the great icons of luxury andligqgian Portugal. All these units, with a
semi-professional and familiar management, belortged traditional family. In 2000, the
company is acquired by the ES Group and, in resfilpast investments, and recent
acquisitions, emerges a larger group with the saame, but with twice the capacity and
expression across the country. By 2005, the ES sumderstood that the group should go
through a complete restructuring, from brandingn@anagement. And since 2006, the group
was reborn and actually, the brand name and theeo luxury hotels are the only things
maintained from the first phase. Before 2000, tkeponsible for the group and the
shareholders never thought of leaving PortugalhBlo¢ research, carried out in the press and
from the interview impressions, the scope on theugis growth encircled the region of
Lisbon and its surroundings. According to CP4’s GM desire to internationalize is closely
linked to the international vocation of the ES Grolihis new way of seeing the business in
the new administration, sparked the group's exparstiambitions. According to the GM and
also a member of the board, the primary motivatbrihe group was mainly growing in

potentially larger markets, in another economiciramment.

“...The main reason was the need for give group’sbrand more visibility and grow in our

segment... we had to engage in a new market at thensa time bigger and with more potential to grow...

147



The ES group was already installed in some countriethat met these requirements; it was a matter of
study and choices... The sustained growth in a marketith potential has always been the group's stratgg
of extending more rapidly any brand, exposing it inother markets... The intention to prepare the group
to enter a bigger market with great growth potentid was to create synergies between markets, in a neor
competitive and visible environment...We needed to ga dimension and the domestic market, had no

conditions for these kind of expectations....

Stimulus / Drivers

According to CP4 group’s GM, from the major stimulthat contributes to the firm
motivation, in expanding its activities beyond datne market, were closely related with the
fact that, group have been purchased in early 2008y a holding bank company, with
international experience. The exploiting market Wlealge arising from the presence of
holding bank group in others markets, within a nambf networks, facilitated the group
expansion were pointed out by CP4 s GM, as aigestimuli.

"... The ES group has a very strong presence in Bralzand Africa. This would facilitate not only
initially, opening some doors, but essentially a leer knowledge of the market ... not the tourist maket
itself, but in local partnerships, investment oppotunities, funding and legal and tax matters...Going
abroad, a natural process, within the strategic deslopment of group, in the Portuguese-speaking...In

2005, an opportunity to purchase a land in the nofteastern Brazil, for a good price and we took it...

According to the CP4’s GM, the land purchase wasarmmmitment of building a hotel. The
incentives and the constraints would always haveet@onsidered, but, clearly, the balance

weighed to the side of investing in the future.

“... Beyond high operational and marketing skills derivel from many years of hotel activity, in
Portugal market, at the highest level, my experier& as a manager in the international Accor chain, in
Brazil, is also an important fact to be taken intoaccount...The group has internal competencies to take
successful international opportunities. Brazil, ouside its main urban areas, had a shortage of compices
in the hotel service so, when we exported our modele were adding value to Brazilian hospitality... Thus
at a favorable internal and external environment awl given the strengths and opportunities in the

international scene, we decided to invest in Brazénd, later think, in other Portuguese-speaking makets.

Market Choice
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According to the CP4's GM, the choice of Brazil,arg other options, was the result of three
factors. By fact that the group belongs to a mattonal holding already established in the
Brazilian market, the first factor was the existeenaf a network of contacts and deep
knowledge of business practices within the cousttgmpetitiveness, and local benefits. The
second factor was undoubtedly, the confirmatiore@dnomic reality of the country, with a

space and environment for a group that wants tw gnod consolidate a mark of excellence.
The third factor was the existence of a culturadl éinguistic proximity between the two

countries although, it may be obvious in some daspeuat, it can be, the difference, between

doing business or not.

“...Given the expectations created internally withaccess to the market knowledge and externally,
with market opportunities in tourism sector, a charce to buy a resort in the northeast of Brazil appe=d.
Thanks to the sale of the land bought a year earliewe decided to bet on a hotel reference segmerittoe
beach resorts... Not being pioneers in this marketyhere there were already some Portuguese hotel gnos
driven by the wave of European tourist fluxes andhe emergence of destination in the domestic market,
our group invested in a product that was a referene for the internal market, which at that time, was
beginning to give first steps...The eco-resort was well known premium project and met the government
expectations concerning territorial planning and erironmental issues...The option for the Eco-resort,
also occurred because there was a big support, ofin authorities concerning the developments of thiype
of hotel. Unlike other Portuguese groups, who arrigd earlier, in that time the competition was alreay
great and much of the surrounding areas were from ganish multinationals hotel groups ... Apart from

local incentives, also weighed our capacity for Bdinancing, for investing, in super the luxury sgment...

According to the CP4’s GM, the initial difficultie® enter in this particular market were
attenuated by the knowledge of ES group in the wgusand by the group’s observation of
success and failure of their predecessor’s in tlestination. Meanwhile, by 2007, some
incidents related to domestic monetary policy happeand, an opportunity to explore a
reference luxurious hotel in S&o Paulo, emergec gioup moved forward allowing a
rapidly expansion to a more competitive environmeith greater marked visibility. By the
fact that the group already had a premium eco-tasoNortheast of Brazil, a very well
known product in the internal and external marketeacrucial for that move. According to
the CP4’s GM, the affiliation with the ES group peko overcome the high barriers of such a
competitive market. In their first year of operatidghe group was already a quality reference

in the internal market.
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“...Based on our highly qualified staff, high standardsservice and ambient policies, the strategy

of serving two complementary high value-added markis, was a winning bet even, in a country with great
growth potential. The potential value of the interral market, for both business and leisure, was
complemented with the influx of foreigners who enteed the country, especially in the urban market of
Sao Paulo and Rio de Janeiro. Adding the increase@urchasing power of Brazilians who could,
potentially, visit Europe and, of course, use Lisho as a gateway, the development of complementary

products is a value for the brand. The choice of t country has many determinants but it comes dowrot
a set of synergies, which are easier to develop, aunique country like Brazil... More than half of our

clients’ portfolios, in Brazil are Brazilians, andwe already have Brazilian clients in our Lisbon hatls, due

to a customer loyalty program developed since 2008.

Entry Mode

Regarding the history of the group, in the inteioral market, we can say that all hotels
assets operated by the group are also their psopéitie choice of two luxury icons of the
Brazilian hospitality to represent the brand, watthigh standard the same as in Portugal, a
strategy that relies on a sustained operationn iexaended term of time, so that practices and
activities can be assimilated and developed locabflyresult in a product of excellence,
consistent with the requirements of local customérsdike the domestic market where the
company holds some hotels with management contragisie, in the international market

that does not happen.

“... Taking this into account, the time needed foithe concession’s exploration is not compatible
with the market's concessions. On the other handeding to a third party a concept, imminently basedn
our marketing skills, within a complex product, wodd be a risky move for us, in a deregulated market,
such as the Northeast Brazil. In the resort market,despite the last developments, increasing the
competitiveness in the leisure market, we believéhat we should have control over operations...In the
urban market, this could be possible but we haven’énjoyed yet the notoriety for it... we must first be
known, to then take the opportunities that may arie, worthwhile to enter another kind of exploitation
business...

According to the CEO, it is clear that the intentiaf the Group is to be able to separate the
operation from the investment as it already happemrtugal, but this product will have to
be further developed, by coordinating resourcescamipetences to prepare the brand, to be

well known, internationally. The plans for the gpoare entering Angola and Cape Verde in
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partnership, and consolidating Brazil, in Rio d@eleo and Salvador. In Portugal, we are

studying some management contracts.

CP 4- Preliminary key findings

With regard to the motivations of an internatioeagagement the CP4, was guided by the
international orientation of the ES holding, witlear intentions to grow in a bigger market,
diversifying the risk and giving greater visibilitp the brand. It was also obvious, that the
timing of internationalization was related to theseholder and organizational restructuring
of the group, between 2001 and 2003. The strongnatment of a team leader, with
international experience and a network of relatiqms, already built by the ES holding, were
the main stimulus for the hotel group departureBtazil, on two complementary fronts.
Combining the strong expertise and the traditiomjoélity hotel service, with a potential
demand in the Brazilian domestic market, the greagily managed to explore a niche market
that, until now, was not fully developed in the Naast of Brazilian. As mentioned above,
the timing of internationalization of CP4 was salosially different, from the first Portuguese
hotel companies that invested in the Northeastearket of Brazil. The market entry was due
to a business opportunity that materialized anth wie purchase of an existing unit when the
competition and speculation was already a realityhe northwest of Brazil. It is also true
that, due to a strong focus on luxury segment wdistinctive component in relation to the
Spanish competition. That risky step led to a clogeperation, with the local authorities,
through facilitation measures and incentives, & lkvel of fees and taxes. The strong
environmental component of the Eco-resort was #offaa innovation, in the unexplored
segment of the luxury five star hotels, but it vedéso a necessity, given the emergence of an
upper middle class that emerged in Brazilian sgciBivo years later, in the more competitive
city of South America, the group got through itswark of contacts and influence managed
to operate a luxury five star city hotel in Sao BaWrherefore, and within 2 years, the group
manages two important hotel references at urbamreswdt level in Brazil market. The strong
sense of opportunity, facing the internal markethwthe promotion of synergies, is one of the
aspects of proactive involvement of the group, mazd. Unlike other cases, where the
closeness culture was the main basis for the chaditiee country, in this case, is the holding
presence in the country who weights on the groopsket choice strategy. In this particular
case, the choice of the country, although is camsece of the nature of the international

proactive involvement of the group, also it wasuthitt as an integrated strategy, for
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development of the entire holding. That is, Bréagtame the platform of all synergies which
affect the holding operations. All this, was accdisfyed with a logical direction for a quality

product, coupled with a premium brand with traditim Portugal. The development of a
brand linked to a luxury segment, passed by a hghstment and operation, of all hotels
abroad in order to maintain and control the spedipe of service. The search for more
cooperative, and less costly capital formats, lsoren considered by the group, given the

low maturity brand, in the international marketgddhe type of service that it contains.

Case Participant 5 (CP5)

Motives

Essentially, what motivated the CP5 to start iraéomal activity were the firm growth and
diversification of the risk, in an anticipation @dmestic recession scenario. It was mentioned
by the CP5s CEO that, there was a widespread m#ne by the the company
administrators that the group, could hardly growthe regional market, facing the poor
perspectives for the local market. So, the posgibib diversify the business into other

markets was an extra motivation, given the poofoperance achieved in domestic market.

“...The option of not investing in a market, which webelieve was not the mosattractive, led us to
consider leaving the domestic market ... we wanteid grow, in the most desirable markets, diversifyig in
terms of geographical and others economic context..uD initial bet, to capitalize our resources, for a
large hotel in the luxury segment, in the local matet, was not profitable and that led us to consider
leaving to other markets in a short period of time..What for many was a risky step, for us back in 2001
was almost a certainty...All began with first commats about Brazil as an excellence tourist destinain,
and we risked. We sold our "crown jewel" for quite some money and went for the Brazilian market with

great ambitions...

When the question was placed about the reasonsldghdt the CP5, to strengthen the
commitment in international market, given someestants on local and specialized press, at
the time, was noticed a desire to grow rapidly eodsolidate a position in foreign markets.
The CP5's CEO during the interview, highlighted gheecessful start-up with prospects of
good results for the group, supported by the acdgnof being almost pioneers in the Brazil

market.
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“...The foreign market has given us a perspective ofonsolidation of our growth, with positive
signs as already seen at the start of the operatioriacing an internal economic depression, the mast
diversification activity was a need for the group srvival... we seek to capitalize on the experiendbat we
have gained in this market where clearly we were pneered... there was clearly an environment condua
to growth ... although, the initial outlook had chaaged and more than 80% of the charters from Europe
transactions changed to other destinations, the emgence of a single market with 200 million consumes,

is one reason that motivated us to try to grow quidy as possible...”

Stimulus / Drivers

Concerning the stimulus of international engageméet CP5’s CEO emphasized the internal
competences at the level of business knowledge, bptrational and marketing. According
to the CEO, the existence of available financiabtgces derived from the disinvestment, in

domestic market, which was also stimuli, to go abro

“...The operational skills in a destination of excektnce as Madeira, gave a valuable stimulus, as
well as a network of knowledge, on the distributionsector in the tourism operation which, at the time
were looking for new destinations outside Europe ahputting us as privilege partners, in the business.
the opportunity to make money on the sale of our ¥ie-star hotel, in the regional market, were also a

stimulus to move and invest in other markets...

With regard to external stimuli, and according e CP5’s CEO, there were many positive
signs at the time that contributed to our exitdeeign interests. According to him, the main
tour operators were betting strong in overseas etsrkwith low entry barriers and high

attractiveness for the tourist activity, within acgage of local incentives.

“...our stimuli resulted from the observation of facts, quite evident at the time. Our major
business “partners” in the regional market, were tke first to give us the support to go out to emergm
markets. We also noted that other Portuguese compa@s were successfully in these emerging economies,
with the particularity of having an environment of cultural proximity... So, for one side, there wouldbe a
guarantee of customers by operator’s tourism and, Yoother, a favorable business environment face a gd
reception and support by the local authorities... Thepresence of Portuguese multinationals in these
countries and the positive information, generated ¥ that presence was a strong stimulus for us to mev

forward...

It is also important to note that, when speakingemms of maintenance and development of
international operations, the decline in profitapiln the domestic operation was mentioned
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by the CEO of the CP5, as a factor with some weigith respect to external stimuli. The

major plans of increasing the hotel portfolio wenainly based in a great expectation of
Europeans clients and the boom of Brazil, as toariestiny for the Portuguese market. As a
small group CP5 bet in the allocation of some fand five star proprieties in urban areas
within a leisure vocation. The group moved in arsiperiod of time with three units under

operating contracts, for five years. However, thess always an investment for adequate
supply, which was still substantial. Asked abowt #ppropriateness of this policy, in view of

the short duration of the exploration contracthet time and the intended group strategy of
market penetration, the company's CEO noted thatspivere in 2010 to reach the seven
hotels, which in fact did not happen, by varioussans related to a break with the European

outbound market expectations...

“...Due to our relatively small size, and, without patnerships, we have entered the foreign
market with an excessive focus on European source amket, which was prejudicial to our growth
expectations, given the break that led to these miets. However, the short duration of contracts andur
flexibility as a small organization allowed the graip to restructure itself and orient its operations...in five

years, we went from five to two units, with a moraurban vocation and oriented for Brazil internal market.

Market Choice

Among the factors highlighted as determinant fatetocalization of part of the business of
the tourist market in Northeast Brazil, are the boration of market attractiveness in terms of
touristic resources and potential demand, and ¢neeption that in Brazil, would be easier to

develop a business, given the proximity and culltooads.

“...Our guidance to the Brazilian market, particularly in Recife and Porto Galinhas was due primarily by
the great attractiveness, in terms of resources, veine we can develop our business in a market segment
very attached to leisure...at the time, all charter perations in the European market were being
redesigned for the Brazilian market and given thdow competitiveness of that market, in terms of suyply
we felt that the timing was to invest abroad ... itvas also visible the great attention given by Panguese
companies towards the Brazilian market...the investmet opportunities and strong market confidence in

a culturally, close market, were the lever for themarket choice...there was a favorable investment
environment, and the perception that the Portuguesenvestors, were welcomed by local authorities,
reinforcing the idea and the opinion that there wa a proximity between the two countries in terms fo

business environment...”
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It was also supported by the CP5’s CEO there wbald generalized trust, inside and outside

the company, facing the evidences given by the on@avironment...

"... Our vocation as proximity to potential customas, can be an asset in an unexplored and emerging
market... the environment for investing, given thefavorable exchange rates and growth potential of
market, was still in a phase of low maturity, crucal to invest capital in the northeast of Brazil ...we
entered in two market segments already known by theroup... Taking advantage of a new cycle of
tourism in Brazil, as an emerging economy, was crig to consolidated the hotel operation ... our g
was to consolidate an operation with our Europeandur operators, having known and taking in account
the dimension of a market that was showing signs ofreat internal growth ... then there was an
exponential growth in flights for Brazil, especialy to the Northeast of Brazil by the portuguese aiihe

company...

Entry Mode

The CP5 entered the Brazilian market with a fulllghase of an existing hotel and
subsequently investment, in order to adapt and exdrhe unit to the standards of the
European market. According to the CEO, it was dliffi to get in another way, given the
group size, the lack of international experiencal absence of attractive formats of

exploration of the hotel business.

...Given our small size, and lack of international eperience, it would be hard to enter with less
onerous equity forms...the committing to a market, inour view, would also be a way to get to know lodgl

our brand and acquire, more quickly, market knowledye...

Within two years of activity, the group has expahas operations to five units using rental
contracts with an average term of five years.haalgh according to the CP5’'s CEO, it was
desirable an extended term contract, since theatipaercycle of the hotel business needed at
least eight years to be profitable, but the favieratonditions of the Brazilian economy and

the growth of tourist flows, were sufficient to neand risk.

“...Our initial guidance on sustainable tourism operatbn, very European in a way, was a lever
and a trap. Due to our small size, and the fact thave are alone in the market, resulted in not beingble to
hold on all our rental contracts when the support lase market charter ran out, and had to give up thre
contracts. If we had dimension and financial resowces, we had gone forward with a purchase option..

we are being pressured by, unfavorable domestic mket, which prevents us from growing in Brazil ... he
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option to purchase the unit in Porto Galinhas wouldhardly be carried out without a partnership that

never happened...”

Asked why, it was not possible to manage a moieiefit investment policy, based on risk,
sharing through cooperation with local business eranthe CP5's CEO admitted that the
desire to recover the investment made in the leaséels, led the group to not equating at

time, any kind of partnership.

...Given the changes operated in the market and ouiirhited financial resources, we found ourselves in
complicated and unattractive situation. Three of ou contracts were less than half of the term, and gen
the modernization investments we performed to renowce them, was counterproductive...the weak
bargaining power and low attractiveness of our busiess, meant that it was difficult to find some
partnership and local financing ... We left the bumess one by one and now, we only have our own hbte

and another one, through a rental contract...

CP 5 - Preliminary key findings
Through organic growth and sustained 3-stars hatedsket, in a favorable economic
environment clearly until the late nineties, the5Ce@ncountered in the early 2000s an
unexpected challenge. The group invested in the @0the five-star market, anticipating the
growth of destination Madeira, given the remoded apening of the international airport.
But, by the same logic, other local groups revemsestments in four stars to five stars,
creating a scenario of oversupply in the short tewith anticipated price erosion and
negative impacts on occupancy. With the openinthefhotel and in full operation, despite a
good start, the group decided to disinvest antimigalifficulties and put the hotel up for sale,
at a time, when competition was beginning to be Téde decision to diversify the risk and go
for more profitable markets was the main idea aabon, to engage in international market.
As a result of available capital, the idea waset@tage the funds freed in the most promising
and profitable markets. So, after deciding to |leavether markets, where they could enhance
their competences, the group began to look at #teral choice of Lusophone countries to
invest. Taking into account, factors, such as rikk, favorable exchange rate, the relocation
of European tour operators and the presence of swmtienal groups in the market, the
Brazilian Northeast was the choice to invest. Hgudecided for the northeast Brazilian, the
group thought initially about acquiring a unit @dy deployed and then, adapted it to the
standards that would be consistent, with this ngelecof clients, according to the company's
experience.
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The experience of the opening, of a five star ird®ea, was very helpful for CP5, to adapt
management practices in Brazil, although they spbaksame language, according to CP5,
almost everything in Brazil is different and re@grgreat adaptability and a great effort to
level of staff training. Given the small size, almdited brand awareness in the foreigner
market, led the group initially needs, to contioé toperation locally. Unlike other groups,
concerning the entrance in large capitals, it washmmore difficult for the CP5 due to the
high investment cost, and the competition, thatiiregl a standard network connection, in the
Brazilian market. So, the CP5, tried to create @icat dimension in the market in
northeastern Brazil, with resources that the grpopsessed, by opting for development
operations through rental contracts. The competeribat the group brought, from the
domestic market, were important, but, the contilegenof a country like Brazil were adverse
on the aspirations of the group. The difficultygimw at a hotel per year, as their initial goal,
was due to changes in the international marketh s the appreciation of the real, the
slowdown in European outbound market and a new hpat@digm offer. The intention of
serving the leisure sector, the group now had &padnd serve the domestic corporate sector
which, somehow, led to a major strategic reformafgtcompared to initial expectations and
an initial approach formatted in one option. Atstihhoment, and facing the development of
competences, the corporate challenge for the giotp enter a bigger and more structured
market, such as Sdo Paulo and Rio de Janeiro,tboagh it is expected a great competition
and a more hostile economic environmehinlike the proactive spirit, revealed with the
anticipation of the crisis and exit to the foremiarket, CP5 did not have the same posture in
anticipation of later stages of international inevhent. The excessive focus on a pre-
established format, without a development of a nétvef cooperation, with local actors, was
almost fatal to a group with poor resources. Imgartwas the flexibility and ability to adapt
them to enable their survival in foreign marketlsyags resaving a decrease, in terms of
international presence, that, according to thospamsible for CP5, will still be possible to

reverse.

Case Participant 6 (CP6)
Motives
According to CP6's CEO, the hotel group had vemsaclideas about its growth strategies

always based in a balance management of stakelsoldtarests. The holding that represents
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the CP6, is composed of two companies, in a clegrarstion between capital and
management. According to the CP6’s CEO, the compagmgsence in the regional market
with innovative products, personalized and premsaarvice was the key to local growth and
for the satisfaction increase, among all stakehs|degesulting in excellent overall

performance. For a company that achieves all thpgsed objectives, in a small market like
Madeira, is normal that a growth motivation emerga clear purpose to export a concept of
management that was clearly winning in one pauicuharket. With a good return at a
shareholder level, the existence of clients witghhiates of retention, the hotel group is a
market reference in terms of price, margin and patian. At the same time, the group was
well known in the European market, due to the miswgrnational awards, in the touristic

trade, as well having top products well rankechohependents advisors.

“... taking into account, our performance in the regionamarket, we couldn’t think more about growing

in the internal market. Our policy on a sustained pesence, in a small market such as Madeira, doestno
allow us to have great growing alternatives. From @00, and enjoying the partnership that we undertook
with a giant of the tourism distribution, we thought in extending this cooperation to other markets. §,
having growth as a primary motivation, we began prepecting for other destinations with potential cliats

available, where at the same time we could expandiobrand concept...”

It was saked to CP6 CEO if the motivations of grigwvere based only on the success of the
partnership, in internal market, concerning thehhigtes of client feeding, or, if something
else was important. He highlighted the fact thattur operator was also the shareholder of
two companies of the group and had been part otdnepany's success. However, he also
points his own international vocation, with paspesience in multinational companies and
because our main stakeholders, without exceptielgved that the Group should go beyond

the island.
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“...After an internal effort to pass the renewed goup corporate image, our growth orientation
was based on our winning formula contained in threeareas: our business experience and economic
performance, the use of synergies of internationainarkets enhancers demand, and the confidence and
support of all our stakeholders...The exit from the peration in the domestic market, has become a cruali
issue, for the growth objectives of the internatioalization of the group and forced us to be more
disciplined, enhancing implementation of a matrix organizational structure, based on the separation
between investment and exploration...The creationfgartnerships and synergies is our goal, despitdlaf
these actions were rational they resulted always nimarket opportunities... And the bigger are the
synergies, the greater the probability to find themand to be able to grab them. We believe that the

purpose of being international will allow us to lean and bring lessons into our organization...”

Stimulus / Drivers

Cocerning internal stimuli which led to internatébzation, the CP6’s CEO said that the
international engagement decision was based ordalyheld collective, confidence, in the
project and strategy of the group, through the kgweent of marketing skills, within the
strong relationship with their intermediate andafitustomers. Other point raised in the
interview, was a convergence of interests betwéamnetiolders and management. Towards
the company's good internal profitability everydmaieved that growth was the best way.
Trust and strong complicity, between the stratetgcisions made by management, and the
shareholders, was propitious to stimulate the mational engagement. As noted in other
hotel groups, the strategic decisions of CP6 angrakzed in the figure of an administrator
which is also manager. According to CP6’s CEOphir international experience, within the
network of contacts in international markets, wasic@al to trigger the process of

internationalization.

“...In view of my experience with international players and knowing the risk of an exit to new
markets, | have full confidence in our winning formula. Best of all this is that | could pass this meage
and motivation to everyone in the company, from sh&holders to employees...We are an insular group
and for us, leaving Madeira will always be faced aternationalization. In fact, when we plan to go
overseas, we also went out to the Portuguese mainth..We notice positive signs, given by our partners
and even by Portuguese hotel groups, already abroad | also watched the development of joint
operations, between operators and small group hotelon medium and long haul destinations with

success...”

For a lot of confidence that a company had infitsealways can be limited by their ambition

and size, even for new company with a strong i@igonal business environment and with a
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CEO with international experience. However, thereeneurial skills of these companies,
through their manager’s profile, can find ways ypdss the difficulties inherent of a process
of internationalization. Regarding this matter, tBB6’'s CEO, gave the example of small
hotel groups in Mallorca, which also innovated heit products and undertook a number of

alliances to meet its own initial limitations.

“...We had both sides of our business, supply and dem@&nOn the supply side we had our
accumulated experience and a close knowledge of theeds of a certain type of clientele. On the demdn
side, we had our partner who would be able to bringo us that demand. The next step was to find a
market where the combination of both sides could beptimized... After a favorable internal environment
to become international, afterwards the question wa on the side of the opportunities that arose on
international markets and the path that would follow the group... | wanted to get out of the line fodwed

by other Portuguese groups...even so the path waslkstioubled...

Market Choice

As a unique case in the history of Portuguese hepansion, the initial choice of CP6 was
the Riviera Maya in Mexico, an area, more cultyralistant, from the usual parameters of
Portuguese international hotels. Although the CRXE® was confronted about the reason for

this choice, at least risky, and without strondification.

“...Two years after the consolidation of our partnerstp and consolidation of the image of the

group in Madeira, we pointed towards the Riviera Mga in Mexico, a place where there was a boom of
demand from both European and North American market Around 2002/2003 we started to develop a
joint project, where the strategy would be to offera product that is appealing to the relevant marked,

which were the Spanish, European and North AmericanSo it was decided to hand over the project, in

this phase of planning and product development, ta Spanish project manager with local expertise and

with connections with our partner...”

However, two and a half years passed and the proj@s only a draft and the group began
staying behind, in their internationalization preseAccording to local and national press at
the time of the facts, and as far as the CEO awoefir in the interview, some problems of
bureaucratic nature had arisen, and the projectaganleft and took the project to the
competition, a Spanish group linked to a Europeam vperator. Without wanting to deepen

this issue, since it found that it was difficultr f6P6, it was asked about the turnaround that
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the Group had, concerning the choice of BrazilsTay, the issue was explored in a purely
optical explanation of the facts, without specwlation issues that will arise over ahead, in a

way of reflection.

“...After failing in Mexico, we tried not to lose time and @hough we had lost a lot of money and

opportunities, we looked into Brazil with other peispectives and decided to enter this market. At theame
time that we developed the idea to go abroad, in @6 we were already thinking about leaving space for
the Portuguese mainland and, through a personal kneledge, we decided to create a joint venture with a
Portuguese industrial group (Invesvia) to open a hel in Lisbon and another in the Algarve. Given the
strength of exporting and direct investment in Bra#l, from our partner, we saw an opportunity to ente a

market that, although culturally close, had alreadysome international presence, including Portuguese

hotel groups..”

Therefore Invesvia was created, a partnership lestwe/o innovative companies, which
would be the embryo of all the Group's investmentsjainland Portugal and Brazil.

“...At once we created a durable link, with the obgctive to take advantage of the synergies of the
partner's experience, in Portuguese and Brazilian mrket, providing an opportunity to our partner to

diversify their investments in the tourism sector.”

In order to assure, the concrete reasons of theedés leave to Brazil and its achievement in
particular, the subject of the presence of theUugoktse hotel groups who were already in that
market, was introduced in order to make clear Wrad of strategy the group intended to
follow or, if it was a reaction against the failure Mexico. Unexpectedly, the CP6’s CEO
refused any idea of imitation, or competition, gree, and even, listed advantages for having

arrived in Brazil, after the first Portuguese greup

“...We knew that before 2003, three Portuguese hotel qups had already entered in Brazil,
tempted, and pushed by tour operators, who saw irhe destination a new Eldorado for European tourists
taking advantage of favorable exchange rates and dbnological innovations, in terms of air transport
which made it a more accessible spot. As Brazil néed quality hotels in the resort areas, the Portugese
groups saw an opportunity in this market segment..We went through this experience and we knew that,
for the tour operators the exit barriers, in a touristic destination are low, always leaving hotels tnd. It
had already been seen in other destinations and veid not want to fall in past errors. So, we decidedo
try more competitive markets, less dependent on teist operations. Through our network of contacts,

along with our partner, we decided to try the urbanmarket of Rio de Janeiro and Sao Paulo, leaving
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behind the resort market. Unlike Mexico, we wantedo start in an opposite way regarding our Portugues
competetitors, investing in brand awareness in thenost competitive market in South America... Knowing
it was a risk we decided to go ahead... We knew thmotential of Brazil with a market of 200 million
consumers. Unlike in Mexico, we exported our skilland controlled our product development.. Given this
scenario of new partnerships, in 2007, we investéiist in Rio de Janeiro and then in the Algarve, ftlowed

by Sao Paulo and Lisbon...”

Entry Mode

The inventory of assets of the group is very extensand up to the present moment, with
exception of the hotel in Algarve, all hotels expld by the group belong to their investment

company.

“...By separating the investment, the holding groupcould, simultaneously discipline all its
strategic options and seek an equitable answer tdl atakeholders. Thus, clarifying the way, the grop was
free to advance, in several capital intensive profs because of the existent trust, between sharetlets
and management. As the opportunities that have appeed were for buying and until now, there were
always available funds, there was no twice thinkingThis occurred in markets that are very competitive
but with a lower risk, with regard to its residual value. The cooperation with Invesvia, is in a pure
investment sense, with its share of 50% stake in Bzil and 25% in Portugal, thus, avoiding opportunisic

behavior...”

According to the CP6’s CEO, the decision to lauraaiunknown brand, in the competitive

market, with the clear aim of positioning itselfardistinct segment, involves an initial effort,

at all levels. First, is the existence of the hegttry barriers that without a network and local
support within our partnership was very difficuti pass by, especially for a small and
peripheral group such as ours. A second aspectohds with the conditions imposed upon

us, when softer forms of investment appeared, siscimanagement contract and property
rental. These are completely inappropriate for business strategy. This inadequacy is
related to the duration and annual cost of theraohtThere is always an inverse relationship,
between brand awareness, and cost expended tdeperdusiness.

“...The adequacy in terms of brand and market forced uso invest in profound renovations in our
hotels, taking into account what we believe to be ithin the parameters of the product and target
customer. We do not believe in pre-cooked formulaand being one hundred per cent in a project, is
essential, for this stage of exchanging experienced/e believe that internationalization is a two-way

process, with regard to the synergies obtained..Given this way of seeing the business and initial
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investment which were needed to carry out, the opin of investing 100% is the ideal one. Principally,
since it facilitates the operation control, which $ an obligation when you want to make sure that eac

client has an appropriate solution in terms of prodict and service...

Given that the Group nowadays had some experianseme Brazilian city, with a mixed
clientele of business and leisure, was asked tH&sGPEO if it was the group's intention to
maintain a full commitment and less cooperative enodl entry, in future investments, in

Portugal and abroad.

“..We understand that to grow in international markets at a faster pace, in increasingly
competitive destinations, our path of entry will have to go through partnerships which facilitate theentry.
After maturation and knowledge, we may be able to evelop medium-term arrangements for cooperating
joint capital, less demanding for our shareholdersWhen our product become more mature and if an
opportunity arises in the future, in mixed and reset environments, our option would always attempt to
get a management contract and even, who knows, “Sesome of our skills to others to exploit our brard.
We already have a pilot experience that has resuliein Madeira, which is called Associate Members. It

consists of giving our institutional image to smallindependent units, in exchange for a fee...

CP 6- Preliminary key findings

The group’s initial strategic orientation basedirorovative, sustainable and complementary
hotel products in a small island was one of the ynéercts that contributed to the
internationalization itself. A solution for the gno growth would have to pass through the exit
from the island. The success of the group, in seofmmarket performance, had also weighed
heavily on their willingness to seek other markdise key to success of this group was
achieved through a strategy based on the balantee&e the group’s needs and the
stakeholder’s satisfactions, through innovativedpais, to satisfy intermediate and final
customers in a sustainable market. From the moitmattsome of these factors come into
imbalance, the formula of success will not worlo, the question here was; against a limited
and fragile market the best solution for the grewgs to look for other markets in order to
maintain and increase the overall performance ¢e@ntl balance between, the satisfaction of
all stakeholders and, the needs of the organizaBon one can argue that in this case, the
basic motivation to leave was the willing to keevianing formula, while accessing other
markets. Of course, all this, stimulated by in#roompetencies in terms of operation,
marketing, networks, international orientation detCEO and a clear unanimity by all

stakeholders in an international engagement decisio
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At the same time, the CEO of the group had witretsseseries of consolidations and
partnerships by hotel groups and tour operatoosvally large growth rates and fast profits in
emerging markets, given a favorable economic enwikent, in the touristic scenario.
Therefore, and following the past growth strategyhe domestic market the group, in 2002,
though with the intention of exploitation synergwesh its partner in the tourist operation, the
group decided to undertake a project in the Rivigilaya, following the strategy of the
Spanish hotels groups and European tour operatoas, has delocalized sales forces to
Mexico and the Caribbean. Apparently, with few sigke project would fail and, although,
each part has its version of the truth, the calgcall the parts of the facts and after looking
at several sources, it is obvious, to understandt wdas the real cause was clearly, a gap of
interests between the hotel group and the tourabgerin a culturally hostile and competitive
environment. Although the tour operator was partaerthe hotel group, this link was
negligible as compared to the amount of intereat the tour operator also held in other
partnerships, with other Spanish hotel groups. Jueestion here, was an overconfidence, on
the part of the group in a previously winner settiBecause of some contingencies and
conflicts of interests, this project was discarddthe operator without major damage and
when it was taken over by the hotel group it was lete to do something. It was not the
timing of the project the cause of failure, but thek of control, in loco, by the hotel group.
A lesson for the hotel group, with a “few” costsrnrmoney and time. However, as its CEO
confided, sometimes we have to change the formdian we change the scenario. According
to the literature on situations where the groupsdoet find the necessary local support
network, given its international inexperience, ¢hean be some failures, along the project
development.

Despite, losing two years and several hundred draiguros, the company had the ability to
get around the situation and learning with the akist it turned around to another market,
with a completely different perspective, towardskrand adopting a new and more consistent
strategy. By levering a new partnership, resulfnogn a joint project in Lisbon, the CP6 saw
an opportunity arise, in the Brazilian market, 02, and together, with that partner group
with no interests in the tourist trade, which aflgdad a network of local contacts in Brazil.
Thus, and unlike Mexico, where they were a grouphwai hotel among many others, the
group decided to invest in a more consolidated setarkith its own concept. Despite the high
entry barriers that represented opening a hot8kim Paulo and Rio de Janeiro, a market less

attractive in terms of payback time, by the othdesit contained fewer systemic risk with a
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greater brand exposure. It was worth the gainpdrénership, with a Portuguese group of the
interests that complement each other . Today, ghrgnership developed in several fronts,
already has three units in Brazil and two in Paatugainland, and ended the year 2011 with
positive earnings. Here, it was decisive, the logicthe development of networks and
complementary products, that makes the interndiizateon a process, with two directions.
Although, with little experience of foreign marketbe willingness of the CEO to create a
brand with highly customized reference productss laa positive impact on the future

exploitation of the group's image.

Case Participant 7 (CP7)

Motives

According to the CEO of this insular hotel groulpe tdevelopment of the CP7, there were
three decisive moments in the history of CP7, Afriand South America and European
capitals. In another view of the facts, accordilogthe same source, the international
development of the group went through the involvenie Portuguese speaking markets as a
bridge to other markets. However, it was also tyaamderstood that the mainland Portuguese
market entry, was the decisive step, to triggethadl process.

“...Thinking through what means the exit of an islaand with 3,600 kilometers from Portugal, | can
say that our exit to the mainland was our first seious internationalization experience. Let us say weent
from, being a local group to a national group..The group has forty years of history and even twengtyears
ago, was still a regional group. Later, entered thélgarve and then moved to major cities, with a veical
integration strategy and with the commitment of our stakeholders, we become the largest Portuguese

group...”

Asked whether the strategy of vertical diversifigcatthat has occurred since 1993, was
decisive for the internal growth, far surpassingdaimestic competition, the chairman of the
Group in a second interview, said the group's egratof investing in a variety of support
business to complement the hotel activity allowad provided more choice of services to
our clients, and at the same time, become the gesgpdependent of traditional distribution
agents. Our intention, has not only sustained drpy leveraging in the domestic market,
but also in the international market as explainedher ahead. The development of
transversal competences to the entire tourism tngusas the catalyst of the group’s success

abroad.
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“...The strategy of the group in the travel sector, hakeen creating a vertical integration in a wide
range of travel-related business, such as airlinespur operators, travel agencies, and car rental.we also
bet in other sub-sectors of tourism, such as gambly, golf, real estate. The logic of this vector wagowing
with a strong upstream side bet, creating marketingand distribution channels that dominate where the
Group could have a significant influence, in ordetto reduce the levels of dependence on large clusenf
tour operation, and furthermore bet on the downstram areas of tourism activities to increase the
attractiveness of our hotel product...The group wapioneered in Europe, the concept of mix-use hotaind
ownership proprieties...by including the professioal management skills and a full range of facilities
associated with hotel proprieties and holidays owmship. Customers were given the guarantees and
credibility needed to make a long term commitmentwith our group. In 1985, we begun in Madeira with
the Madeira Beach Club and in 2001, we launched thiconcept in Brazil as Holiday Club. Since then, 30
000 families use our concept allowing members to @gheir rights in a variety of destinations, at anytime

of the year...

Faced with some criticism, due to some incompdids with the tourism operation, the
chairman of the group was clear in saying thagddition to an advantageous form of self-
financing, this side activity, gave the group thesgbility to grow and benefit from the
synergies arising from it, and it was one step &mental to the success of vertical integration

strategy of the group.

“...the integration of the time-share with premier hotel service has two purposes. Brand
awareness, with a visible effect on the displacemieaf our customers, through a network of units andat
the same time minimizes the risk of the operationOf course, all this resulted in an accumulation of
financial resources and internal competencies on @hning, activities coordination, marketing and

operational skills, business relationships and supmpt networks...

According to the CP7’'s CEO, the boom of the grouptrnal growth, in the late 80°s,

boosted, by a series of vertical and horizontagrdtions, led the group to think seriously
about a firm commitment to internationalization. tiVidomestic growth, and a residual
investment in Mozambique, due to a purely emotiotfadice without expression to the
ambitions within the company, the group has faasdesdilemmas. The first was, where and
how far the group could go. The second dilemma, \Wwa®/ to better prepare the group for

that, both at organizational and corporate imaygel$e

“...The reasons for an international involvement & the time, were obviously, related to the

willingness of the group's growth and diversificaton of investments which will, in time already surpased
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the 120 million Euros. We knew that a group with ou structure would not launch in the international
market for whimsical reasons. Thus, and by 2001, thcompany standardized the brand in all the hotelef
our organization, guiding them clearly for specificproducts and reorganized the group in terms of the
shareholder capital. We wanted the brand also to gw, in terms of notoriety, always in a direction tothe

Lusophonia ... a Portuguese hotel brand in Portuguse-speaking countries”

Still exploring the theme of Lusophonia, it was eskwvhat would be its weight, on the
rationality of the group strategy. By exploring thhee reasons for leading the group abroad,
one would better understand their connection to thévers that supported the

internationalization.

“...Returning to the beginning, Mozambique was a firsstep in our internationalization because
the beginning of everything goes up with the exitat South Africa for the purchase of a small hotel
property in Mozambique, in the meantime, lost withthe war of independence. Wishing to recover that
property and exploiting to touristic purposes, we gve the first step towards internationalization. Tte
motivation essentially related to emotional factorsalong with an opening of the Mozambique authorigés
has made this intention a reality in 1997..But, although it was clearly an important milestonefor the
company ,at the time, the economic reality of theazintry was under lagged from the growth rate of the
group ... so it was important to find a space wherthe group could combine ambition and ability to gow...
When we entered 2001, with the group restructuringthis finding, was even more obvious in the face of
growth ambitions in larger markets, in order to make the image a reference in Portuguese-speaking

countries ... and one day, maybe in the world...”

Stimulus / Drivers

As to these stimuli, it has been varying over tinvéhin the motivations of the group. But,
essentially, they arise from an international daéon of shareholders and managers of the
group. The fact that, the company has at its dedpossources and expertise due, the strategy
of vertical and horizontal integration, was a stimand confidence for international
involvement. The development of technology platfernm business development and
exploitation of synergies arising from the size &mel networks created, are also facilitating
factors that emerge, as the group engages intenadiy.

“...The existence and reinforcement of a team, with egpience in implementation and

development projects, along with a stable sharehodd structure, allows us to face the market

opportunities, with discernment and clarity, drawing from it, better efficiency and effectiveness.
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Concerning our operational expertise, we think we 1@ capable of adapting them to all the contingencge

that arise in the international market...”

As to external stimuli, the CP7's CEO, emphasizeel idea of how important was their
choice for Portuguese-speaking countries. Of coutds obvious the fact that the size of
companies, and network of contacts, gives existiragket power that allowed us to both,
have access to the best opportunities to explam tioo. As, can be seen later, CP7 is on the
front line, in the detection of opportunities dbe tdevelopment of a multidisciplinary team in
the company, and the existence of a network investrand related development poles in

many countries.

“...We are all alert to what is happening, in termsof markets and where are we are always very
welcome ... we are a group that often takes rootsye generate jobs and direct investment, and this
generates opportunities...Our strategy of internationalization, in different countries, and even beyond

Lusophony, is a factor of notoriety of the group, pening doors and encouraging the group to go furthe.

Market Choice

Returning to the ambitions of the group and itsiahiexpansion to Africa, according to the

CP7’s CEO this fase of international expansion, a@®mpanied by a strong investment in
Portugal, resulting in a consolidation of resoureesl expertise useful for the company’s
expansionist ambitions. To get an idea of the wisiod sense of opportunity, in 1997, a land
was bought in Portugal, in the Setubal peninsufapgect that was only materialized in 2011.
According to the CP7’'s CEO, Brazil arose naturaflythe group's plans in two distinct

purposes. Emerged as an idea in 1997, as an exteofsbur Lusophone culture expansion,
and then in 1999, as a response to the fast groavimgtions of the group.

“..When we decided to buy the hotel in Rio de Janm®, we already had the belief that for a
country with that dimension, we had to also give aanswer, to the extent of our ambitions and capabiles
... we started off with three hotels, in three year, and then was what we saw ... we opened businbetels,
beach hotels in the first line and second line cés and found that Brazil, for was the ideal marketo gain
dimension serving as a bridge to other markets.We were the first Portuguese group of who arrivedn
Brazil and still, we did not have idea which awaitd us ... when we go to a country, with the size &urope,
within different internal markets, with enormous opportunities, but also, with many constraints, was dig
challenge for the group...Our strategy to grow intorealities and different segments, in a country lik

Brazil, has been for us a learning opportunity adjsting strategies and operations as the market demds.
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While Brazil, may seem a country culturally, very ¢ose to us, actually contains certain differencesithe
forming part which enriched the learning process. Bjoying a climate of opportunity at first, we alsowent
through phases of great speculation and some riskhjowever the balance is positive mainly in some
aspects. As first movers, we benefit from a climatof weak competitiveness in the tourism sector, thin

an economic cycle not so optimistic. We were veryalcomed, and somehow, we managed to gain relations
across the country, within a national presence...Wdo not follow anyone and ended up winning a domest

market that would be a leverage toll for other invetments...”

Before proceeding to the next phase of the Graugernms of markets choice, there was a
need to clarify a sentence already quoted in chaftavhere the Chairman said that the
Group's expansion is done through Portuguese spgabkuntries to the world. According to

the CP7's CEO, what began as intent to bring augadse brand to Portuguese speaking
countries, turned in the advantage of the sizedaefsity of the Portuguese market speaking

countries, ending in its expansion to other norilRprese speaking countries.

... Let's see, Brazil has been a launching pad for SdutAmerica, in particular in Buenos Aires.

We combine capabilities for business already estabhed in Brazil, with an opportunity in Argentina.
Brazil was already out of the crisis, and the busiess flow, between the two countries has increased
exponentially... the same way that the operation iBrazil were getting better, with a very active maket,
while investing and diversified throughout Brazil,the group also expanded to Uruguay and Caracasltis
clear that we must not forget that there were othemotential markets and interesting growth rates in
Africa, Portugal and to Madeira...”

Given this scenario, of unrestrained investmentsemeral fronts, in this phase of the
interview, a key issue emerged in research. Wradslgéhe group, to engage in so many,
apparently, diverse markets?

"... The maintenance and expansion into several mkets at the same time, is a strategic line of
diversification, in a sustained growth, based on sergies from the rotation of the customers on our
network of hotels, taking advantage of economies sttope and scale. By now, we can afford to think &l
to risk on one side we have to search to another it is a matter of having a balanced portfolio, interms of

risk and profitability...

According to the CEO, the first criteria for mark&toice strategy, was always based on
Lusophone orientation, and then, derived to coestwith relations with those markets. The

path is now entering the European capitals to s@b eonsolidate the group portfolio of

169



investments, in markets with greater visibility, ander to provide greater stability CP7
portfolio of assets.

“...Currently, the markets choice is undertaken in netwrk logic. Notice, what makes Brazilians
have to sleep in our hotel in Berlin and Lisbon? Inaddition to the traditional distribution network
business, we've managed to capture customers dirgctfrom the markets where we are deployed via
brand loyalty... Investment in Miami is much more,than an entry in the U.S. market. It is a bet on a
market of over 300 million consumers, in Latin Ameica. To get an idea, right now, Miami is the gatewg

to the main holiday destination of Brazilians goingabroad...”

Entry Mode

Regarding to the entry mode format, the CP7’s C&®@phasized that there is a consistency
between the group's strategy and how the groupatgseand manages its assets. All assets of
the group are recorded in the balance of the gtbaphas amounted to 1 billion Euros. The
exception is that although the ENATUR is operat@@d% by the Group, the capital is owned
51% by the state.

“...Although we already have a name, and the abilt to achieve and compete with some major
chains operating in contracts management, for exanig this will happen in Casablanca and Santiago, we
understand that we still must grow organically, asa matter of group mission consistency, and, to mee
some contingencies that the market places for agup of our size...We understand that we have to create
roots, by creating jobs and generating business whitlocal, so until now, and in most cases, the soloh of
purchasing the business seemed to us, the best $ioin. Often, we were compelled to do so, in view ofie
market contingencies, but there were also cases thae can also choose. For example, in Sao Paulo,ath
started with a management contract was later, actuaed into a purchase. It often happens that, we smd
so much time exploring the market reality, that weconsider absurd, not to have the ability to take
advantage of it. Of course, we do not have the pacé growth of large chains, due to the fact that ware
not listed on the stock exchange and are not subjeto shareholder’s pressure. Unlike small groups, &
have no anxiety to seek more light and other formef investment cooperation. It is clear that in thefirst
phase of the group, there was a natural inclinatiorfor controlling operations in the face of uncertanty
that was placed on the market in result of incipieh networks of connections with the locals..but, at a
later stage of consolidation and brand pretensionfaeaching a critical size on the market, we wantedo
strengthen our image, obtaining the goodwill of thegovernment, workers, suppliers and Brazilian socig
in general. These arguments weighed and contributéor full ownership as our best option, bearing in
mind that to achieve more rapidly a critical capady at our resources level, there will have to be g

coordination between the local units and the parentompany...
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Given these arguments, in some way consistent, allitithat is known about the group, other
factors have emerged, leading to reverse its positi the market choice decision, and, on the
equity policy. The CEO was asked what the groupight about the future, since; part of the

actual strategy is also to consolidate the braridghly competitive environments.

“...We believe that the current market conditions, justright on the edge, is that we can opt for

contracts of exploration...our goal, to be a trulyinternational company, has always aggregated the iage
of Portugal, both in brand and in product..., a fhancial effort is large and supports some risk durg an
acquisition, in markets not yet fully developed, haever, the group can take advantage of all synergieand
expertise, to develop any project, with a good leVef efficiency and can control some variables thaare
important in environments of uncertainty... With regard to the European markets and North America, we
cannot forget that while investment in absolute tems may be higher, and may take more years to recove
the residual value, is much larger, and incorporate a lower amount of risk, given the lower uncertaity of

the markets...

According to the CP7's CEO group, at present, vas &areas of development that is
diversification in South America in Chile and Colbim and the area of European capitals.
The group carries the dream of being internati@mal even global, so it has to be stated in
the major European urban centers, where, on ond, harvery hard to get, on the other

provides greater exposure to the brand.

“...Not having the dimension of American and Frenchmultinationals, we have to overcome some
difficulties, and, will grow as the opportunities gpear. Despite the high entry barriers, the enviroment is
somewhat, less speculative, in these markets, that look to Europe as a priority. In relative terms,in
Berlin, we had an investment cheapest than now inrBzil and until, in Portugal. We bought the land ard

combining our skills with German efficiency we manged to invest with a very competitive price...”

According to the CP7’s CEO, although things arengowell for the group, despite the crisis
in the world, it must consider the question whishdrowing in more competitive markets
they will need to find ways to leverage this growffinding another "Brazil" or finding ways
to exploit dividends, from developing the branddasther coded assets. Concerning the
order, and the world economy, it is more obvioushiok of the second hypothesis, but with

large and inevitable changes in the organizatiah@nlosophy of the group.
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... after this path of consolidation and growth, we wil have to rethink our organization, in terms of degyn

and study, the kind of relationships between the pant company and its subsidiaries...”

CP 7- Preliminary key findings

Entrepreneurship, initiative and willingness to wgravere the main attributes of this hotel
group since its foundation. With an initial growth Madeira Island and then in the
Portuguese mainland, the group expanded its partldl business activities to support the
core business leveraging, financially, those inwestts with parallel holiday ownership
business. So, in less than 10 years, the GrougheaBortugal market leader in terms of hotel
capacity and owned assets across the value chaamll dburism activities. Taking into
account, its size, it has created a portfolio ohpanies to sustain and give value to the hotel
core business, and at the same time, becomingl&gsndent of distribution. Of course, with
a structure of this dimension, the group begarhitokthow to take advantage of this reality,
since it had a platform of resources and skillsuaeg during those period already developed
in business to business platform. The involvemandther markets was already a reality in
Mozambique and Cape Verde, but the group neededrketmwith potential to grow in order
to really take advantage of the synergies prevjoashuired with its portfolio of business,
and, for these purpose nothing better than Brazitountry close culturally, who speaks
Portuguese with a growing economy and with stilldicompetitiveness in the tourism sector.
A clear commitment to exploring Brazil as a platfoto gain dimension, has dominated the
early years of the group’s internationalizationeTgosition of pioneer and early starter was
essential to the rapid success of the group wraduzdly with the help of their resources and
skills, already acquired in the domestic markeigdmeto understand the diversity of the
different markets and soon expanded to the wholetcy, thus achieving a network more
consolidated and diversified in terms of produatlike other groups who came before, the
CP7 in a second phase of the internationalizatiothe country, has diversified its presence
in many sub-markets, taking advantage of synetgyesoordinating all so very efficiently by
channeling all learning, new opportunities. Frospankler strategy, within Brazil's markets,
in six years the group used its presence in whoéiBas a platform in a waterfall strategy,
entering step by step, in each South America @pjtals. Here, the company made an effort
to coordinate the interdependencies between coumrkets due the emerging growth of the
economies and related business environment. Theageament of the opportunities,
concerning the lower cost of resources and invasisnwere, achieved getting advantage of

market life cycles effect in those economies. Alifjlo we can argue that South America is a
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very particular reality, and can be seen, as a mnmaprket, we can demolish the theory that
the group did not have a strategy to diversify retgkout concentrated its field of action in
the Brazilian market and opportunistically, manadked ups and downs of the satellite
markets. But, that argument falls apart when wd timat, in the same temporal space, the
group is investing in the European market and etidins active, in their domestic market. In
this advanced case of international engagemengxtension and penetration processes will
require the need for coordination, between theedsfit markets involving the company's
strategic position. With a growth rate, lower tha@&merican, French and Spanish
multinationals, but much higher than their coundet® in Portugal, the group managed a
portfolio of business on three continents, withuaiaus and characteristic entry mode, that
differs from many international hotel groups, kegpand controlling almost all of its assets.
This behavior is explained by the way the groupvgrethose markets, and by the strategy, of
geographical diversification, of investments.

This case is valid, as it regards the choice apd bf market entry, but at the same valid for
the entry mode, where, from the beginning, the gstrategy was based in full commitment
with assets and operation. As explained by theni@erees, the use of the synergies,
generated by the resources and expertise of thepgi®a strong reason for a pattern of entry
mode based on direct investment. Another reasos,fiwding the character of opportunistic
investments in many markets, by taking advantagiefresources available. Of course all
this, is related with the fact that the group wdnte keep a Lusophone identity, implying
somehow a high degree of coordination and conbetiveen the parent company, the head
offices of the strategic development centers apdfberating units.

7 .3 Cross-Case Analysis

The central issue of interest, in this researchy i®st the presented value proposition model
with the purpose to verify if a pattern can be geliged from the cross-case analysis to the
whole population, and therefore, build an explamato the phenomena. Thus according the
Miles and Hubermann (1994) case-oriented techniga®e adopted, where the out-come of
case selected, are, in fact, enough alike to tesbdel taking into account the type of sample
used in the study. As more diversified the casesthere is more ability to extend the lessons
learned to uncover similar processes, in unexpeob@texts, and, more generalizations can
be made. In the next sub-section, it is compare @mdrast findings between the cases

resulted from within-case analyses and other ssun€evidence, by using several graphics
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and charts, according to Miles and Hubermann's 4198commendations. To strengthen
external validity and, whenever possible, the figdi were compared with other empirical

studies.

7.3.1 - General Motivations to international engaggnt

Following Beattie (1993) and Dunning’s (1993) matienal classification framework, the
Portuguese hotel groups, in general, have similatives in their internationalization
decision. According to the parameters of this itigasion, within the redesigned interview
guide, the general motivations regarding intermetization were analyzed in two
comprehensive steps, according redesign intervietvich addresses the international
engagement as a dynamic process, in line with Wedcld Luosterinen’s(1988)
recommendations. The first part of analysis, cameevith what motivates the exit, from the
domestic market, to initiate the internationalatigs and, in a second part, what motivates a
continued presence in international market, in mstiveords, the initial engagement, and the
subsequent commitment in international markets.aRbBgg the first stage, it was observed
that most of the participants have similar motimas. Figure;, shows a cross-case
comparison, with respect to the first-order motwas, where a predominance of the growth
intention and market seekers motivations is notridn fact, according to Dunning (2000),
market and resources seeking, have been the tworewagynized categories of motivations.
According to Czincota (1992), access to greateessand profits potential is a major
gathering motivating factor, although, some studiesw that, in the case of companies that
are starting their international activities, theura can be reduced, being the market
expansion the base of the decision. The findingarb} indicate a similarity between what
motivates the Portuguese hotel firms to start th@irnational activities, being mostly of
them proactive, that is, the advance to the intemnalization was because they wanted to,
and not because it was an imperative of survivalsummary, the motivation to start the
international engagement was very obvious in alk,CiRat is, the expansion into other
markets in order to grow and to diversify the riske only exception is the case of CP7 that
initially, besides, looking for new markets alsagbt to become more efficient. As noted by
Dunning (1993), the advantages and the purpose flofieacy seekers is resource
rationalization, within benefits from economiessohle and scope. This, was clearly the case
of CP7, that before internationalization alreadgl hastructure of resources and competences,
in result of a vertical integration of its tourisautivities in the domestic market.
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Figure 10 — Case Participants first-order motivagio

Dunning, 1993
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After the decision to expand towards internatiaralon, it is subjacent the interaction of a
number of stimulus, between the company and itsiremwment, however, there were
identified some differences between the participardggarding the necessity to grow outside
domestic market. Along with the attitudes of mamagewards internationalization, other sets
of factors internal to the company, ranging frora #ize of resources and competences, the
shareholders agreement and previous internatioaalagerial experience, all them decisive
for the company that actually go from motivationsactions (Schwens & Kabst, 2009). The
initial phase of the internationalization processves to be very critical, since there was very
little knowledge about international markets aneirthisks.According toRigure 11)the reason
for risk diversification had different origins bull of them, related to intrinsic factors to the
company activities and always based on the marmgp€rception of geographical
diversification as a way to reduce firm risk (CavE396).

There is evidence that investors and managers memdhe value of diversification of
markets (Caves 1996). In this particular studypdedive CPs evoked the diversification of
risk, as a reason to expand abroad, only CP7 realjaged its internationalization across
different markets, with different economic contextsthin a clear geographic diversification
strategy. According to Dunning (1993), in the puwoof rationalizing structures of

established investments, apart from synergiese thiex also risk diversification benefits.
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Figure 11 — Case Participants risk diversificaoguments
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competencies.

The remaining groups concentrate their operatioona single market, most of the times,
related to the touristic domestic activity. Althduthe CEO of CP1 argued that the exit to
Brazil would relieve the pressure of crisis thateéstments already felt in Portugal, and in
Europe, the investments of CP1 were concentratedsipecific market segment, with a high
dependence on customers coming from Europe andd2brBy the contrary, CP6 and CP4
emphasized the complementarily of their productsdifferent sub-markets in the same
country, as risk minimization effort. Indeed, tlgeographical distribution of the hotel
portfolio of the Portuguese operating multinatienalas very concentrated, in one or two
countries, with high correlated market connectionth Portugal and Europe, in terms of
clients and distribution channels, contrary to Begls (1988) the risk diversification
assumptions. In view of these facts, the motivatitom the majority of case participants to go
abroad, was truly based on the desire to grow fir@eeking new markets.

Concerning the question related with the motives, & sustained an increase presence in
international market&igure 12),there were some differences in overall participarggarding
the initial motivations. In first place, for most e participants, the achievement of critical
size and related local market brand recognitionmset® be the support for growth and for
international expansion. This finding is consistesth two assumptions, already present in
several research works, the dynamic character ef riotivations due an international

engagement and the environment evolution. As figas international experience and
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engage in the international market, other orgammat motivational factors emerge, due to
changes in the environment (Calof & Beamish, 1995).

Figure 12 — Case participants firs-order motivatieincrease and sustain international presence

Dunning, 1993
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Given that the internationalization of hotel groupsPortugal is a recent phenomenon, the
reasons and motivations highlighted by the hoteligs, were based on the necessity to grow
steadily expanding operations to other marketd) witlear purpose to create roots and gain a
critical dimension. As a consequence, the stremgtigeof market knowledge and internal
efficiency, through local networks, were also pethbut, as important motivational factors.
Networking has been described as a dimension @rniational entrepreneurial culture
(Dimitrios & Plakoyiannaki, 2003). Networks, relatis and collaborations with partners
outside the organization, can be very importantiiercompanies. By accessing or exploring
a network, the companies intend to nurse, devetapexpand their existing network. Lavie
(2006) explains how creating a competitive advagtagsing the network, requires the
development of external links. These joint resosircan accomplish a synergy, which means
a total that is worth more than the parts indiviuaAccording to Seringhaus and Rosson
(1990), the most important obstacle to firm’s in&ional involvement is the lack of
knowledge and resources.

According to the first research question, whichaitmanalyze and explain the motivations in
accessing markets and resources outside the damsespe, is also important to identify, the
real stimulus responsible for this willingness oftaguese hotel groups to engage operations.
According to Yuong et al. (1989), about eighty pent of companies that were included in

the population of the internationalization stud@®sented as the origin of its first export, the
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response to an external request without prior plennHowever, the process is not
necessarily the same as the case of hotels withsihecific exit and entry barriers and related
local operationalization. Unlike other businessesotel business contains in its essence, an
intangible component and a intensive tangible,tepiesulting most of the times in a direct
investment, in a third country. According to Hyn{2960;1968), the investment abroad is not
just a capital movement but a transfer of tangible non-tangible, knowledge, founded on
strategic orientations, but result of internal axdernal stimulus with positive effects in the
confidence and the willingness of firms managetse intensity and nature of motivational
stimuli is essential to characterize the type ohfattitude towards market engagement, with

implications on related entry strategies (Leonidif25).

7.3.2 -The Internal and external Stimulus Facttartihg the International Activity)

In a broad sense, the stimuli have been seen ahépli and “pulls” forces to engage in
international market (Barllet, 1991), and can hawse,‘proactive and reactive” nature
(Czinkota, 1982) and an organizational and enviremia origin (Albaum, 1989). Typically
in the literature, the two first dichotomies haweeb described as the most important drivers
to internationalize the firm, where proactive stindenote the firm interest in exploiting
internal strengths and opportunities, while reactistimuli exemplify a response to
organizational or environmental pressures (Johné&tabzinkota 1982); (Leonidou, 1889).
When analyzing the factors that play a importaetiolstimulating firm’s intention to engage
in international markets, this cross-case analidgstified the predominance of proactive
stimulus, in the initial involvement and subsequeammitment, in international markets,
featuring a proactive and entrepreneurial attitudlgom semi-structured interviews,
observation and other secondary sources, seveiraulistfactors were identified and
considered by the case participants, as the mgsbriant for the decision of starting the
international activities. The figure 1414, and 14 clearly exemplifies a cross-case way of
analysis, comparing and grouping the data, empingsia pattern of the most relevant
stimulus in international engagement, on the Btage of internationalization. To give more
credibility to the analysis, we will intersect thmnalysis with data obtained by the
confirmatory questionnaire, sent to the case ppaéits after the interviews. For analytical
and methodological purposes, the first part of £rasalysis includes three step display
presentation, according to Albaum et al. (1989hn3ton and Czincota (1982) pre-coded
stimuli level, origin and related proactively natur
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Looking in depth, using the factors enumerated asidd (1991) and Albaum et al. (1989) this
cross analysis identified that, most participant®s emphasis to operational and marketing
competences, as a positive stimulus, to start tiggrations abroagkigure 13) This confirms
the predominance of the firm's knowledge base sisessentially tacit competences, such as
operational routines, customer relations and margetompetences. However, the emergence
of a market opportunity to access a new market iwith close cultural distance is an
important factor to pull the hotel groups to foreigarket.

The hotel groups that participated in the studgrated to a predominance of "pull" factors
regarding what drove them to internationalizatibhese findings, supported by other studies,
suggested a proactive response to the opportunitiésr the competitive advantages, already
achieved in the domestic market (Lockwood & Alexandl996). It is also observed a
balance between, environmental and organizatiomall™factors, which can indicate some
risk weighting, taking into account, the type ofatvement in direct investment that normally
occurs in the hotel sector. The idea of leveragingue internal competences, in the first
stage of internationalization, when accessing neavkets is, without doubt, the greatest
stimulus to the internationalization of Portuguséel groups, who participated in the study.
According to Cavusgil and Naor (1994), in a crosstisnal study, it was hypothesized that
the perceived access to markets and strategicsamsgtunique firm advantages, are related to
international activity.

As observed in Figure 13, there is also a greatjwtean the manager's profile, as a catalyst,
for the decision to leave the external market. @mphasis on entrepreneurial and visionary
manager was appointed as the base for CPs intmmahtnarket entry decision. According to
Perks and Hughes (2008), the responsible for tiagegic actions are the managers. This fact
is on line with Jackson & Dutton’s (1988) argumentsere, the opportunity to access to
markets and strategic assets, are more likely tovibered positively, with significant
likelihood, for gaining the appropriate manageriasponse, in terms of international
engagement. Summarizing the research on entrepstmgu in a perspective of
internationalization, Oviatt and McDougall (1994)egpented entrepreneurship as a
combination of innovation, proactivity and risk pemsity where, the entrepreneur is the
critical piece. According to Dunning (1994), in msf stage of internationalization, the
opportunity in accessing strategic assets, notlaMai at home market may be critical to
exploit an ownership advantage of the firm. AccogdMcDougall and Oviatt (2000), the
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manager perception of business an opportunity Iéverfirm to allocating resources and
competences to meet market opportunities.

Figure 13 — Case Participants Stimuli determintéadtors (Starting International Activities)

Internationalization
Stimulus Factors

1 i
Operational Competence cp7 CPL cP2cP3 cps [J| CP4 CP3CPL CP6 Access to a strategic asset
Marketing Competence cp1 cpache CP7 |y CP6 CP5 CP3 Access to a new market
Network Competence CP7 CP2 CP3CP4 CP6 I cP3 Access to a network
I CP1 CP3 CP7 Access to a close cultural market
f CP1 cp7
zcale Econom@s cPa cp7 | CP3 CP1 CP2 Access to tax benefits
cope economics | CP5 CP3 CP4 Access to Legal Benefits
] CpP2 Access to Financial Funds
International Experience CP7 CP2 CP6 CP4 : o2 | Competitor follower
Managerial Style CPLCP6  CP3 CP5 CP4 cpP1 | Client follower
Managerial Skills CP3 CP4 :
CP6 cP3 | Size of Domestic Market
Competitiveness of Domestic
Receipt Unsolicited Orders market
Availability of unutilized capacity CP5 CP1 Decline of Domestic Market
v Stagnation of Domestic Market
Starting
International
Activities

Although, it was observed a risk weighting attitudee to the importance of the access to
close cultural markets within local benefits, itsnaso found that the hotel groups (CPs) go
internationally, with an expansionist, and evemagtive strategy supported by a manager
with an entrepreneurial mindset.

The client following stimuli factor was a resulf,an expectation created, from distribution to
take advantage of a new wave, of existing custonh@raew markets in first phase of
internationalization of CPs. This situation was sidared by the CPs a great advantage over
the local companies, taking into account the pkimowledge of European client’s tastes and
the privileged relationship with the tour operatacgjuired in the domestic markets.
Concerning the reactive stimuli issues relatedht#® decline of the domestic market, which
were cited by only two companies as relevant. tceons the size, the competitiveness and
the low profitability of the domestic market. Howeg, as mentioned in Chapter 6, with the
exception of CP5, till the present moment the gaasicipants are still growing in the
domestic market.
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A consolidated and situational dimension of thetdex added to previous analysis and
represented in Figure 13.1 show that majority ofdgtparticipants perceived its internal
capabilities and related managerial urge, as imporstimuli for starting international
activities. According taJohnston and Czincota (1982), the conjunction esé¢htwo stimuli
factors, combining with the access of a market dppdty, drives the enthusiasm of firm

management, towards international activities.

Figure 13.1 - Case Participants Stimuli factorsui8tg International Activities)
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Concerning external stimulus, the market opportesitvere identified as the most import,
demonstrating once again that, the behavior of Ihgteups in this initial phase of
internationalization, were mainly opportunistic, terms of market access, always based in
informal contacts and privileged information. Tleen, "export of a winning formula”, was
mentioned by most companies, implying that theres v@a general confidence, on the
company's competitive advantages built in the doimasarket.

As Kogut and Zander (1993) noted, the primary axgti@n for firm’s investment outside, is
the possession of superior capabilities or compentowards a market imperfection
scenario. At this stage and somehow related warket opportunities, it is also found that
the local governmental benefits were important @1, CP2, CP3, CP4 and CP5. The CP1,
CP4, CP6 e CP7 also have considered the use afgsggmealong minor local partnerships and
cross activities at institutional level importatitrauli for easier entry and less risky operation.
This finding also emphasizes the importance of reglestimuli factors, as an important
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complement of internal stimuli factors despite tloev levels of collaboration between
national firms abroad. According to Dunning, (199%E existence of scale assets, present at
home, do not imply the entire exploitation of owstep advantage of the firm, in the external
market.

In the case of CP4 and CP6, the existence of “pestips” with other multinationals can be
viewed by the participants as potential sourceoofigetitive advantage and a stimulus for less
risk entrance, in the international market. In #&ddito stimuli factors, previously classified,
according to the literature review, some emergednduthe interview, which is equally
important, in explaining the internationalizatioh Bortuguese hotel groups. First, are the
emotional reasons evoked by CP1, CP2, CP4 and &f7in second place, are the balance
forces between the shareholder structure and togesnent cited by CP1, CP6 and CP7.
The first factor is linked to familiar and foreigneultural bonds with the founders/managers
that somehow, can lead to international marketntaieons. Regarding the existence of a
strong position of firm’s mangers within the shatdler structure, a dominant position held
by manager facing the shareholders, can be a ywstimulus for the firm to engage more
rapidly in international markets. Facing the manketuliarities and turbulent environment of
international business opportunities, there is adnéor a rapid response from the firm
managers (Zhou, 2007). Despite there is no cohdramature covering the impact of
ownership structure in context of market diversifion (Bhaumik et al, 2010), it may even be
even possible that ownership sructure is an anestddctor to international diversification
(Oesterle et al, 2013).

Isolating the proactive and reactive nature of glifactors, it is observed that the stimuli that
lead the Portuguese hotel to international mangetsps were mostly proactive (Figure 13.2).
The exception goes to CP5 and CP1 that pointed gehegance, in the stagnation and
decline in the domestic market, in the reasons Xpamed its activities through
internationalization.According to Zahra and Geo(g602), and Zou and Stan (1998), the
resources and competences are a primary stimuliorfadnfluencing international
entrepreneurship. In the majority of CPs, who ha®ked in the international market, it was
confirmed that good performance, in the domesticketaand the related winning culture,
were an initial important stimuli factor to triggére internationalization decision, with the
exception of CP5 that had decreased the levelsmokdtic activity.
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Figure 13.2 - Case Participants Stimuli factorsuitg International Activities)
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According to the methodology chapter, a confirmatpuestionnaire was used to strengthen
the previous cross analysis. The Appendix (L) idiexstthe main internationalization drivers,
according to a five-point itemized rating scaleygiag from not relevant (1) to very relevant
(5), sent to the case participants after the ind@rbeen made and analyzed. It was observed
an agreement with previous analysis about thealnitvolvement in foreign markets, where
marketing and operational skills, acquired in teendstic market, and the opportunities that
arise in the international market, are the maimgli. There is a positive perception about the
cultural proximity of these markets, with potentimbwth, emphasizes the idea of a primary
motivation for growth, as well as for risk minimtian. International business has focused the
complexity aspect of external environment suchagsition familiarity as a perceived risk
reducer (Andresen & Buvik, 2002). Another factorstress is the manager's role, as a key
element, in the company's decision to leave domesttironment, either in some cases for its
previous international experience, either by thexagament profile. It was observed, that all
CPs have strong and charismatic leaders, with & wathge of special relations with the
international players and strong shareholder stai@porate entrepreneurship is more
efficient when the manager has vested interestefine the shareholder status of the
executives, may contribute, to taking an entrepraak approach (Zahara et al, 2000). A
number of studies suggested that, inside managemalership can generate potential
conflicts of interests, but there is a widespraihithat there is a strong positive link between
the concentration of inside managerial ownershig fom performance (Wruck, 1988). The
manager profile did not figure predominantly agimglus on starting internationalization in
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a first approach analysis, but, in the confirmatayyestionnaire, these factors were
highlighted. This may be due to the fact that paftthese questionnaires were filled by CPs
marketing and development directors which havexamgted vision of the facts. Note that,
80% of interviews were given by the firm’'s CEOsr Hoe internationalization process, the
use of a managerial vision is a strong argumepnt@ance the stakeholder’s opinions, as well
as to know what the firm needs and has to achi®acfa, 1988). The stimuli factors only
became operative, to the extent they are broughhbdoattention of the manager, who is
responsible for the strategic decision (Leonidu95t9Miesenbock, 1988). Besides the
importance of the managerial urge, it is also sedghe fact that markets opportunities are
better perceived in cultural proximity markets, Vieg aside the geographical proximity
factor. There is an implicit assumption that psgahy, close countries, are more similar and
that similarity is easier for the firms to manage market differences. On the other hand, Lee
(1998) suggested that, the business distance yohiesdistance, is not only the geographical
distance, between home market, and foreigner mabkdtalso the cultural and business
differences. Despite the small share of investrogstseas by the hotel sector, from the 90's
till mid 2000°s representing only 0.56% in 2007 r{Baof Portugal, 2011), the majority of
these foreigner direct investment were made inadisgeographical countries but, with
cultural and language affinities. By contrast, lve tsame period the majority of Portuguese
companies with overseas interests relied on busioggortunities in countries geographically
much closer. These two facts might be attributedségeral reasons. The late entry of
Portuguese hotel companies, at the time when olemters were already booming and, the
high level competitiveness in the hotel sectortlowse geographic close markets. It should
not be forgotten that, in that countries, the imdionalization and the related hotel brand
consolidation had begun in 80°s, with ACCOR Grou-irance, and, Melia Group in Spain.
In the scenario of the internationalization of fPertuguese economy, the concentration of
foreign investment, in the countries of the Eurgpeammunity’'s beginnings in 2000, was
81%. According to Castro (2003), Spain followedHrgnce and the UK in the last decade of
the nineties and early 21st century were the mgjofi Portuguese investment destinations
abroad. Between 1991 and 2005, Spain has absdneeldrgest share of investment, with
40% of the total direct investment (Bank of Porlu@®11). However, already at the mid-
nineties there has also been an interest in theigerse economy of approaching PALOPs
and Brazil, in terms of investment. From the lafs,%here was a shift to other Portuguese

speaking countries, mainly triggered, by new ecdonoand political conditions. This
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geographical distribution, as well as the evolutivom the soft bank activities, to real estate
to commerce and tourism, conforms the incrementadahof internationalization, showing

the expansion to geographical and cultural proximas an orientation of Portuguese
international investment. Crossing all the datarses) along the semi-structured interviews
and confirmatory questionnaire, we can observecandlude that there is a predominance of
organizational and environmental, proactive drivenat pull the Portuguese hotel groups
towards international activities and, therefore @re major cause for an initial international,

engagement (Figurg).

Figure 14 - Internationalization Approach of CPs&dhon Stimuli Factors (Adapted from Czinkota 18648
Barllet, 1991)
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From a quick and objective analysis, we can iderthfat, within the CPs, a proactive and
entrepreneurial behavior. Apart from the born inéional CP3 with its proactiveness more
related a clear market opportunity and the entregargal vision of its founder, is also clear a
positive relation between the level of resourchs, nature of competences and the market
opportunities. The larger, more diverse and rautbe quality and size of resources, more risk
companies are willing to take. The resource adggntheory assumes that, some firms have
size and scope advantages, over others, and carsiga, of the capacity of exploitation of
comparative skills, and capabilities with clear aufs, in their internationalization approach

(Wernerfelt, 1984). The firm’s accumulated, tangjidhd intangible, resources stocks, and the
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extent to which these are valuable, indicate tha fill be an advantage, or disadvantage,
when making a decision to enter international markieeiblein & Reuer, 2004).

7.3.4 -The Case Participants International Engageirevel

The international engagement level can be meadwedrious ways. What is important is
that the indicator can measure the degree of fivolvement, in the international market, by
other words, the intensity of international marlegigagement. As agreed by Welch and
Luosterinen (1988), the degree of internationalization, shouldt be confused with
international engagement. An index of measures adagpted, ranging from degree of
internationalization, used by Ramon Rodriguez (2002 the pace of internationalization,
used by Tuppura et al. (2008).

As seen immable 2Q it's notorious the positive evolution of interitatal engagement given the
size of the Portuguese domestic market and thentesature of the phenomenon of
internalization in the hotel sector. Despite theemqymenon of internationalization being
recent, it also stands out from Table &t in all case participants, over 20% of investme
in hotel rooms are made abroad. Another fact i, ttee profitability of sales abroad, is
higher comparing each unit’s proportional valueprofiuction.

This can mean, in one hand, a deterioration oepri the domestic market, due to the price
degradation in domestic market and the existenaaae profitable business activity in the
international market. Regarding the evolution & flustained growth of hotel rooms abroad,
is favorable, in most cases, where CP7 stands tiptiwe growth(PACEINT1) of 1.6 per year
corresponding in hotel 210 rooms per y@&CEINT2). Taking into account the contingencies
mentioned above, there is a clear engagement ef gagicipants in the internationalization
process. According to Shapiro and Talyor (1990)siae and growth of the domestic market,
can influence the local firm’s prospects and paérgrowth. Firms located in domestic
markets that are growing lower than global markate motivated to operate and grow
abroad (Elango, 1998).

Despite the average positive international engagéntwo exceptions were found regarding
the CP5 and CP7. In the first case, there is a disetnvestment in the international market,
with reflections in the light indicators of inteti@al engagement. The second exception is
the CP7, with a strategy country diversificationithwreflections, on its high level of

international engagement.
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Table 20 —CPs level of International Engagement

YRSINT | PACEINT1 | PACEINT2| DGINT1 | DGINT2|DGINT3
CP1 12 0,5 99 0,26 0,20 0,26
CP2 7 0,5 49 0,20 0,22 0,22
CP3 12 0,6 90 * * *
CP4 7 0,3 75 0,22 0,41 0,30
CP5 9 0,2 18 0,25 0,21 0,25
CP6 6 0,5 61 0,38 0,28 0,32
CP7 14 1,6 210 0,32 0,31 0,42

YRSINT - years of internationalization

PACEINTL1 - numbers of hotels abroad divided pargef internationalization
PACEINT2 - numbers of rooms divided per years ¢tdiimationalization
DGINT 1-numbers of hotels abroad proportionatertiug’s total of hotels

DGINT 2 -numbers of rooms abroad proportionatertiug’s total of rooms
DGINT 3 — Revenues abroad proportionate to grotqiad revenues

In accordance with information obtained in chajiteit was observed that CP5 is practically
stagnated, concerning its domestic activity sincgt fnternationalization, in contrast with
CP7, that maintains high levels of growth in thenéstic market. This situation goes contrary
to some author theorizations, who argue that theesdtic expansion, somehow, limits the
international engagement. For firms, that undergmestic expansion, their ability to devote
resources, to international venture, are lowernthlaose who don’t pursue domestic
expansion (Chen & Martin, 2001).

This situation can be explained, by the level sbrgces and competencies of the two groups,
at the time of internationalization. As can be obsd in chapter 6, the CP5 was clearly the
poorest group, in amount of resources when intemmalizing. In contrast, the CP7 was the
group that possessed more resources, of the saatflee time of internationalization. This
observation is in line with Barney's (1991), resmsr based theory, of where the speed and
direction of firm growth, is determined by the fismexisting stock of resources and

competences.

7.3.5 -The Internal and external Stimulus Factbevelopment and Sustain of International activjties

The second part of the analysis is essential ferdbmprehension of the stimuli factors
evolution. In others words, to understand what skates the hotel groups to develop and
increase the operations in the international market

Using the same previous, pre-coded stimuli factsmne differences emerge which are

important to analyze (see Figui. What can be seen from the stimuli factors’ etioluis a
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clear guidance for synergies advantages, withirdtheelopment of local networks and scale
and scope economics achievement. Another observidole is a clear focus, on the
international market, as a result of contingenaiethe domestic market. Theppearancef
reactive factors, related to some difficultiesthie domestic market contributes for a deeper
commitment in the international market.

All CPs increased the level of international engaget, increasing the utilization of
synergies between the hotel network and local pestrhighlighted the importance, of the
achievement a critical size in the internationakkea The increasing the levels of market
knowledge and local cooperation were observedcamdition for the international growth.
This fact is consistent with the motivations towravith more efficiency, at a faster pace,
according to Figure 15. The propensity for learnamgl network orientation, are a particular
setting that, can holistically explain the entreynarial activities on internationalized firms
(Oviatt & McDougall, 2005).

Figure 15 — Case participants motivational stinfadtors - Increase and sustain international pasen

Internationalization
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It is also remarkable the emphasis given to maskientation, and customer loyalty within a
geographical expansion of hotels network. Conceriive stakeholder’s follower as a key
stimuli factor in later stages of international ahxement, According to CPs, this fact is
related with the importance of client's loyalty @mportant marketing resource, taking
advantage of the expansion and geographic divetsitgttract and retain customers. This
conclusion supports the emphasis in later stagestefnational engagement on brand
recognition motivation through growing in so callsttategic marketgFigure 15) Brand

recognition results from benefits of marketing @fncy and enhanced performance,
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associated with customer loyalty, resulting in plm¢ential to expand in a variety of markets
(Rao et al., 2004).

As seen before, with the initial engagement, a aaipve analysis, between the interview
and confirmatory questionnaire, appendix(M) showed a great deal of common points was
found. The first is undoubtedly, the importancestfitegic assets and reliance on market
diversification, even, within the same country. Titesences in markets that give visibility to
the brand and a critical dimension, in the foreigountry, are also important points.
According to Whiltla, Walters and Davies (2007)ge tihhotel groups need to integrate
marketing resources to sell worldwide. According tttee same authors, an adequate
geographic coverage is often viewed as a competiidvantage. The combination of
competencies and network orientation, are now tineu factors that reinforces the idea of
brand recognition as a result of the resourcesamation of in geographical area of
influence. The shift towards giving more importante the so-called coded skills, which
include the brand equity, network products and Iltgyarograms, are signals of a major
turning point, in terms of product coding in latgages of international engagement as a
imperative of survival.

The other two complementing findings that had alyeamerged in the interviews was a
synergy-based advantage. Regarding the mention yoérgies as stimulus, all case
participants, mentioned the importance of the learreffect arose from networking and
market knowledge. According to CPs, some of thisvledge is useful to be transferred and
incorporated in the others units, in the internadianarket. It was also said that these learning
effects, were already felt in the domestic markethe particular cases, of CP6 and CP4, the
development of a network of business partnerstagd,the effect of recombination skills with
positive impacts, on the development of new prasludh the CP7, the knowledge
transference and competence reconfiguration alltvesgroup, to grow from country to
country. According to Kogut and Zander (1993),atet stages of internationalization growth,
the learning effects from foreigner markets is sfarred across markets and influences the
combination, and recombination, of knowledge, tilgtouetwork of subsidiaries, including
the home market. An example of this practice wasriportation of the all-inclusive concept
into the Portuguese market CP1, CP4 and CP7. losteqor analysis within data source
triangulation (Figuress ¢ 16.), it is also clear the evolution of the stimulctars, reinforcing
the idea of internationalization as dynamic proadirm-level. It is perceived an emergence

of the networking and related synergies, withinpgcand scale economics. As seen before, it
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is also visible the emergence of brand awarenessigh an effort to know, and follow, the
consumer’s tastes regarding the availability, offedent hotel products, in different

geographical areas.

Figure 16 — Organizational / Intdre@terminant stimulus
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These analyses also emphasize the increasing peesértase participants, in international
markets, as a result of stagnation in the domesticket and the growth opportunities, in
considered strategic markets. It is also cleat this diminishes the importance of cultural

distance, in detriment of its presence in markeaiasidered strategic, for the hotel groups.

Figure 16.1 — Environmental / External determirstimhulus
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7.3.6 -The determinant factors of internationatsigies

International strategy is the direction over a aertime, which achieves advantage, for the
organization, through its configuration of resoscevithin an international challenging
environment, to meet the needs of markets andlfiti &iakeholder expectations. According
to Dunning (1993.2003), the explanation of inteiorel operations can be obtained through
the way the company optimally combines the advasaj ownership, with the location and
internalization.

The determinant factors are the variables thatémite the decision making, whether from the
internal and external environment or, by the natfréransaction. In this sub-chapter, the
cross analysis will focus on the determinant fagtérom the three specific dimensions, of
firm international strategy. They are the time gladé entry, the market choice and the entry
mode. It is important to understand, not only tRpl@nation of stimulus that drives the firm
to engage in international operations, but alsanifpacts, in the firm international behavior.
These impacts, also defined in the model as aipesitfluence, are explained through the
factors or variables that were determinant in fstrategic behavior. In the initial research
model, it is argued that the nature of stimulug ted the firm to international market, are
strongly linked with international firm strategiesd, hence, they should be examined
together, to be able to understand the overall gg=c Following the same analytical
methodology, a crossing of factors between casesmaade, using first the semi-structured
interview content and the confirmatory questiongagent later to the case participants. It is
important to highlight the character of the confatory questionnaire, used to the same extent
in the previous RQ1, which has a limited statisticdidity but, reinforces the validity of the
statements from the interview, avoiding on one hdhd bias reading and analysis of data
and, on the other hand, minimizes the problem dftaken memories, by the interview

respondents.

7.3.6.1 -Time of entry (When)

As seen in the methodology chapter, the time dimenis one of the three strategic steps,
presented in the research model. Firms can interradize from inception / short after, or, in
the opposite way, long after inception, accordm&vensson’s (2006) time scale. Tuppura et
al. (2008), adopted from others authors, the timeedsion, as a field of study, and classified
the time path followed by firms, in their interratalization by, born global, born again

global and traditionally internationalizing firm&ccording to the same authors, the timing for
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the market entry may have far-reaching consequemcésrms of future performance, and in
terms of international strategies. In the researubdel, three determinant factors were
adopted, already known and tested in previous esu@@ohen & Winn, 2007; Tuppura et al.
2008; Schwens & Kabst, 2009).The achievement ofitecal size, within resources and
competences, grounded in the Johanson and Vah@¥&)1theoretical approach, where the
accumulation of direct experience, and the comlmnatf new experiences, enabled firms to
develop a solid resource and related competence, lE@sing the initial move, from an
established domestic market, into an international

In a subsequent research, Oviatt and McDougall 419atroduced the figure of the
entrepreneur manager, with international vision, @s catalyst in the process of
internationalization. According to Oviatt and McR@i (1994), international
entrepreneurship is seen as a combination of inmmaproactiveness and risk propensity.
Here, the entrepreneur is the critical piece, beeaiuis not enough to have the resources and
opportunities if the internationalization was nesbled, and performed by the managers, with
vision, international experience, and entreprem¢usehavior. According to O"Grady and
Lane (1996), it is indispensable to understandfdéloctors that influence the decision process
of international visionary, such as the networkcohtacts, international experience, family
background and even languages spoken. Besidescthenalating experience, within an
acquired competence, resulted of a period of damestource consolidation and the role of
the proactive visionary manager, the existenceaftal incident, can also be a determinant
factor, to trigger the process of internalizatioBell et al. (2001) described a change in
ownership and/or management, as the most commbeatincident, leading to more rapid
internationalization.

Although the phenomenon of hotel internationalaatin Portugal is relatively recent, apart
from the CP3 that was born international all cageigipants have a long domestic activity,
which on average is higher, than the years of matgwnalization itself (Table;). This fact
confirms the achievement of a critical level ofaesxes and competences, before the first
internationalization. As seen before, in chaptallithe CP’s were medium/large firms, in the
initial stage of international engagement, whicticates that the growth and the learning
process in the domestic market, is somehow linkeithé timing of internationalization. This
fact, along with a manager’s entrepreneurial pFpfis determinant for the timing of

internationalization. According to Vaneti and Jabmg2005), the greater the experience, in
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the domestic market, more confident, is the belasfionanagers, with regard to involvement
in other market.

Table 21 - CPs activity in domestic and InternagidViarket (Time)

. . Time of activity till Scope of ACt.IVIty attime Scope of Activity at time of
Time of Activity . of first L . o
first . . L first internationalization
internationalization internationalization (geographic)
(business / leisure) eograp
CP1 |24 12 90/10 Algarve, Coimbra e Madeira
CP2 |29 22 35/65 Lisbon
CP3
CP4 |26 21 35/65 Lisbon and Algarve
CP5 |33 22 95/5 Madeira
CP6 |19 14 70 /30 Madeira and Algarve
CP7 |24 12 60/ 40 All tourism areas
AvG |28 17

With exception of CP3 and CP5, all case participgrdinted as a determinant factor for the
time delay, the critical dimension, in terms ofaexes and the accumulated knowledge,
which is the same to say, that in general, an &xila foreigner market, implies the
accumulation of, resources and internal competendss CP3, who had its inception in the
international market, pointed out the timing ofeimational activity, as a result of the
international vision, and experience of its CEO &uhder. Regarding the CP5, the timing
of internationalization and the related time del@ad to do with the management group
vision, anticipating difficulties in the domesticankets. According to the data obtained, and
mentioned in chapter 7, the domestic resource tiolasing of CP5, occurred long before the
internationalization of the group.

Regarding the critical incident, it appears thasame way, it is linked to the natural process
of growing, in the domestic market. It occurredthvalmost all case participants (CP1, CP2,
CP4 and CP7) that supported an intense domestwtlgraVithin a critical dimension and
achievement in domestic market, an internal orgdiumal change, is more the result of an
internal growth, than a prerequisite for internagilization (Bell et al., 2001).

So, and resulted from the cross analysis, it waaddhat the resources achievement (critical
size), manager and/or owner international visionewketerminant, concerning the time delay
till internationalization. According to Figurg and taking into consideration the previous
analysis, there is a balance between the detertriaetors that contribute for the time delay,

in the process of internationalization. It is visibthe importance of the existence of solid
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resources to address a market opportunity, levegags advantages, in terms of internal
competences. It is also found to be very importdna figure of the manager, with a vision to
materialize this opportunity, according to OviatdaMcDougall (1994), in their international
entrepreneurial approach. Regarding the timingntérnationalization, the combination of
two factors was found determinant: the acquisitbrritical resources and the international

vision of the manager.

Figure 22 - Determinant factors that contributetfa time delay
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CP4.CP5

saoudladwo) [ewaju|

Market Opportunities

\J

Although, an exact measuring of the importanceaténinants factors, were not objective of
a qualitative study, a confirmatory of the questiane, was sent to participants to triangulate
the preliminary results of the interview analysighe appendixN), identifies the determinant
factors, according to a five-point itemized ratswple, ranging from not relevant (1) to very
relevant (5), sent to the case group participaafi®r the interview was made, and then
analyzed. According to that, and within the deteanis factors adopted in the theoretical
model, it is reconfirmed that, the existence ofetayg time, was primarily the possession of
internal competences, within a solid resource lexelthe same time, were also unanimous
about the manager’s international profile and hsepreneurial skills as factors that
influenced the timing of first internationalization
To finalize this analysis, it is important to memtithat the market opportunities cannot be
dissociated from the time dimension considerati@ss highlighted, by all case participant
respondents, although the emergence of a markeirtpity was not decisive for time delay,
it is not less true that, without a favorable emé&trenvironment, the Portuguese companies
hardly engaged in the international market. Thél¢eto the conclusion, that there is a close
relationship between the stimuli factors, and thternationalization time delay. If on one
hand, the accumulation of resources and skillssympose the learning effect in a certain
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period of time, moreover, the appearance and exst®f an entrepreneurial management
may accelerate the internationalization processiaiijng advantage of the emergence of
market opportunities (Zahra & Garvis, 2000).

7.3.6.1 -Country choice (Where)

This sub-chapter focuses on determinants facterggrding the market selection, in which,
the case participants start and develop, theirnatenalization activities. The cross case
analysis of these determinants factors, will allowfind a market pattern orientation, taking
into account the determinant factors of the valugesition model.

Concerning the previous research model, two aspafctarket choice dimension were
considered in market dimension; the level of geplgi@ concentration of international
expansion and the related host country determinants

According to Ayal and Zif (1979), in the geogragliconcentration, the firm will focus on
achievement market share in a very limited numienarkets, or even, in a single market. In
geographical diversification, the firm will servdaage number of markets, at the same time.
Concerning the host country determinants, thisaresewill focus the characteristics of these
markets itself. The market attractiveness withia kbcation familiarity, market growth and
risk perception, are strong determinants factorarfarket choice (Buvik, 2000). These two,
complementary analyses, are needed to frame ttexmp#te CPs market selection.
Concerning the strategic orientation of the geodgi@pliversity of countriegTable 22) the
majority of the case participants have opted fogemgraphical concentration strategy in
countries with similar specificities, in terms abguct and demand. Only CP7 is aligned with
a clear strategy, of geographical diversificatiam, markets with different specificities.
However, in the starting point of international aggment, CP7 was similar to most of the
other cases, entering first, in countries with me&sk with growth potential, low
competitiveness at tourism product level, withraiksir culture within a specific known hotel
product. However, and due to the strong and ragitmational engagement the CP7 clearly
found in diversification, its international growpiattern.

It was also observed, in the majority of the casdigpants, that the market size and market
growth, were important factors for market choicdeston. Unanimously, the case
participants emphasized the low cultural distaasea determinant factor in country strategy.
Other relevant and determinant factor, found thhowg the interview, was the similarity

between the domestic and international market,rdaga the type of product and marketing
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specificities, showing again a clear emphasis anaktic market prior learning and firm tacit
competences. With exception of CP6 and CP4, alPthrtuguese groups, in the beginning of
internationalization, found determinant the ex@tbdn of domestic competences, in similar
culturally close markets, in less competitive eoniments, within the same scope of product.
Although CP6 and CP4, went out to low psychic diseacountries, unlike the others case
participants, they began their hotel operation®atbrin highly competitive markets. It was
stressed by CP4 and CP6, that the developmerttg iglobal tourism market, the entry model
of Portuguese hotel group’s predecessors were mgefoappropriate for those hotel firms’
goals. According to the previous analysis, it alggighed the conditioning factor, of the
existence of formal partnerships, with other firaheady present in those markets. The CP6,
with a partnership with an industrial Portuguessugr with great implementation and success
in South America, and in the CP4 with an equityatiehship with a financial group, with

forty years of activity in Brazil. This fact faddited their entry, into highly competitive urban

markets.
Table 22 — Data Analysis(Confirmatory Questiongpgir
Market Market )
N° of Ne° of Market Country = Geographic || Cultural
. ) Growth . Competitiveness . .
countries || markets Size Risk Distance distance
/Potential
Ver Ver Fairl Fairl Ver
CP1 1 1 y y Y Relevant Y y
Relevant Relevant Relevant Relevant Relevant
Not . Not Very
CP2 2 2 Relevant Relevant Fairly Relevant
Relevant relevant Relevant
Very Fairly
CP3 2 2 Relevant No Relevant Relevant Relevant
Relevant Relevant
Not Not Fairly
CP4 1 2 Relevant Relevant Very Relevant
relevant Relevant Relevant
Not . Not
CP5 1 1 Relevant Relevant Fairly Relevant Relevant
Relevant Relevant
Not Not
CP6 1 1 Relevant Relevant Very Relevant Relevant
Relevant relevant
Very Not Not Not
CP7 9 11 Relevant Relevant
Relevant relevant Relevant Relevant

Although Bradley (2002), states that the compangukh adopt a logical and systematic

procedure to select markets, it was found thatifermajority of case participants, the market
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approach was opportunistic, often a result of imfation and accidental discoveries, market
information from third parties, participation inatte shows and managers knowledge of
international market players. According to Govirgjen and Gupta (2001), to identify the
strategic importance of a market, companies shalidys consider as determining in a first
phase, the size and potential of the market and, tlearn opportunities and increased
competitive standards of the company. AccordingDtmning (1988) e Peng (2006), the
market choice is made, according to the demantbéal specific advantages in line with the
firms’ motivations and strategic objectives, withire firm ownership advantages. Table 23,
presents in a categorized way, what was mentionedhb respondents, in relation to
perceived local advantages, as instrumental réflectin the country choice, by case

participants.

Table 23 — CPs perceived location advantages

Case
o Motivations Location Advantages Citations
Participant

CP1 Market Access Size and Growth Rate "... The Brazilian market has been growing,
both in external demand, but also as an
internal, huge, potential market..."

Strategic Assets Access Natural Resources "... tohast potential of the Northeast
Brazilian, in terms of beaches and natural
beauty to explore, less than six hours by
plane from Europe, was a decisive factor to
bet in this area of country...”

Efficiency Access Factors of production a "... Although the cultural proximity seems

lower costs apparent, the language is the same, it has
very cheap labour cost which enabled us to
leverage our operating profitability..”

Market Access Government Incentives “...As pioneer investors were given us g

conditions and incentives that influenced
our decision in developing activities, in that
specific spot...”

Market Leadership Low competitiveness “...the Nortteaf Brazil was very little
competitive in our business area...we were
first movers...”

CP2 Market Access Government Incentives "... the government's willingness to
stimulate  the economy, which created
various incentives, on the outward for
foreign companies..”

Network Access Strong Multinational “...integrating networks of influence, and

Presence knowledge, to develop and build hotels in
strategic areas for the development of
Mozambique ..."

Market Leadership Low competitiveness “..Taking advantage of the lack of
logistical support to the standard
accommodation, for businessmen, moving
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CP3 Strategic Resources Access Natural and Cultural.A country, with almost undiscovered
Resources beaches and attractive for tourism, with a

unique culture and friendly people who
speak our language, is situated less than

five hours by plane, from the centre of

Europe and three from Portugal...”

CP4 Market Access Country Size and GrowtH'... The Brazilian market had been growing
rate of economy as a Portuguese and European touristic
destination ..."

Efficiency Access To exploit local synergies ... dihg operating in a country, within a
strong financial group, that is already
installed a long time in the country, giving
us a much faster access, to a network of
contacts and business opportunities

et
h

Low competitiveness ..In some ways, being a precursor in a

destiny, with a new cycle of growth, with
the necessary requirements, using our
abilities we can grow more easily, in a

poorly prepared and uncompetitive market,

for this new wave of European tourists...”

Efficiency Access Location ...Unlike other Portuguese hotel groups, in
And competitiveness highly competitive markets bets, on the axis

Rio de Janeiro and Sao Paulo, with higher

barriers of entry, but with the highest return

on investment, in terms of image and

learning...

Market Access Size and Growth rate ...Goittga great country for the initial
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ambitions, to win dimension. Brazil appears,
as a response to our ambition and ability to
grow, and decided to open hotels in all
business segments, throughout the country...

Efficiency Access To exploit economies of ...our strategy of product diversification and

scale and scope our portfolio of other activities allowed the
achievement of scale and scope economics,
possible only in a country like Brazil, within
its dimension...

Network access To exploit synergies ...Although Slmaith American capitals are
different business realities, between them
there is a large flow of business increasing
our network of knowledge, within positive
effects on firm business opportunities and

firm performance.

According to Cuervo (2010), there are three mairdet® that explain the selection of the
country, in which internationalization starts. Framincremental internationalization, to non-
sequential internationalization model, the autheeg emphasis to factors such as, the kind of
knowledge and the competences that the companyapsyen the domestic market. Given
the analysis performed, in this subchapter, anthgakto consideration the evidence sources,
mentioned above, it can be argued that in the ecBBertuguese hotel groups, the determinant
factors for the choice of external markets, areeew closely linked to, the type of
competencies that the company has acquired indheestic market, and the some previous
knowledge about the international market. Althquigls unanimous that the opportunistic,
and unsystematic approach to markets, is a realitghe first phase of international
engagement, we must also conclude, that thersaessaime rationality and systematization in
the choice of country and market, in the later esagf international involvement. According
to Govindarajan and Gupta (2001), to identify atstygic opportunity, the firms must first
assess their attractiveness in terms of presenfudance, and in some cases the resultant in
terms of learning and appreciation for the own canyp Another issue to consider is the
actual capacity, in terms of exploring the mark#e are talking about barriers of entry, not
only institutional but also geographical, cultuaad linguistic. In this case, and according to
Figure 18 the Portuguese hotel groups have a pattern cangethe determinant factors,
when in their first approach, in the market choice.

Despite some differences, the cross analysis lgigtslithe following situations. In the first
phase of exploration of the country choice, it iseault of an opportunistic identification of

the market, where it is, essentially, a discovéryu its potential.
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Figure 18 —Determinants of Market choice (own selrc

Low psychic distance

Product Similar Specificities

After that, the Portuguese hotel groups evaluagesthategic importance of the market and
assess its ability to explore it, in the best walus, taking into account the recent
internationalization process of the Portugueseltgtmips and the profile of its managers, a
group of CPs (CP1,CP2,CP5) choose to enter in etmrf Portuguese expression, with
cultural affinities, in a favorable competitive @mnment within local incentives, with similar
products, making their competencies and knowledgpiieed, well worth. The exceptions
made to this incrementally and less risky marketiah were the CPs (CP4 and CP6), that
were integrated into formal networks, allowing thetm enter in most competitive
environments. Another exception was CP3, a borarmational firm, resulted from the
manager’s entrepreneurial vision and benefitingnflacal government incentives.

According to AICEP (2010) more than a half (58%)DE of Portuguese hotel business is in
Brazil and 25% in PALOP’s, showing a higher prafeeefor countries with high dimension,
with strong cultural links with Portugal, and wigineat market potential. Another fact is, the
north-eastern of Brazil concentrates 62% of thdugolese owned hotel establishments. The
relative smaller geographical distance, and itatgi@urism potential in the sun and sea resort,
top products, created a favorable environment, wciidk to Portuguese hotel Groups, to
begin their international engagement. The otherontmt feature of Portuguese hotel
expansion, in former colonies are in Africa, paraly Cape Verde, Mozambique and
Angola. All these markets satisfy different realti whose genesis lies in its recent history of
conflicts, disputes and especially, economic opgnip their economies to the exterior. Cape

Verde is an archipelago with some tourism potertid| whose weak point, is the deficit of
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air transport and the still weak public infrastiret despite, a remarkable effort by the
government. The resort component is strongly degendn the tour operation dominated by
German and Italian multinational, vertically intaing all tourism operation with all-
inclusive packages. According to the CP3, still ohéhe pioneers in the Sal major investors,
there is an atmosphere of suffocation on price atér services not contributing to the
sustainable development of the islands. Mozambi@liough, not being considered a
strategic market for the majority of the Portugubetel groups, has a great advantage over
their African neighbors which is, a social peacat thas lasted more than two decades. Still,
its high degree of poverty and underdevelopmentbasequences for economic growth. For
about ten years it is out of the stagnation, anebadly aroused interest, of many multinational
and beyond. Not having the resources of Angola, aidaque is beginning to awaken to
three distinct areas, mining, energy and tourisrd ah course the low level of existing
infrastructure, is an opportunity for hotel groupging the cultural and sentimental affinity
with that country, in this particular case, the GRZbusiness and in CP7, in the area of
resorts. Even considering the great difficultiesshsas geographical distance and proximity to
the economic giant South Africa, there are sevaffahities which are crucial, for many
Portuguese companies, installed in the countryclvhas lately been the case.

About Angola, however investment had stopped maars/according to recent data, there is
now a different picture, given the huge interegtalbworld multinational companies, due to
the abundance of natural resources like diamonds ah However, like all emerging
economies with high growth potential, Angola preésemany challenges such as the
bureaucracy, forms of organization and regulatather inconsistent and low transparency in
business (Simdes, 2011).This turbulent environneam generally benefit companies that
already have a great knowledge of the specific tguexperience and cultural affinity are
two assets that cannot be ignored by Portuguesgames, including the hotels groups.
According to ECD sources of late 2011, the econahthe Portuguese-speaking African
countries will continue to record robust growttthaligh the crisis in the euro area threatens
the future performance of these countries. Accardm forecasts published by the African
Development Bank (ADB) in 2011, and developed jgintith the OECD, though all PALOP
expected to increase in 2012 above 5%, restinghudngola and Mozambique 8.2 % and
7.5%, respectively. Sometimes, the big problemhefcompanies that choose to enter these
markets is how managing the accumulated experi@andecompetences, in the exploitation of

those poorly organized economies, within differempetitive realities (Simodes, 2011).
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7.3.6.3 -Entry mode choice

Along the decision of where to go, the companies tanother important decision, most of the
times, conditioned by the market choice strateghyhe entry mode is a critical decision
because it can determine the firm’s performanaautiirout the international operation (llhéu,
2009). In most of literature review, the entry matkxision is chosen on the basis of the
return and risks involved. According to Ramawami &garwal (1992), it is expected that
the modal choice type, is driven by the return dgk-based behavior.

A study conducted by Contractor and Kundu (199%&)gdting all firms with foreigner hotel
operations listed in the International Group Dioggf reveals that, 37% of hotels were under
management contracts, making the most common entgle in international business
followed by, fully or partially owned, with 35%the remaining were franchising contracts. It
has also been found that, the relative proporta@nesntry mode chosen, varied with the type
of markets and the companies analyzed. After tlnsgering study, others followed, (Taylor,
2000, Ramon Rodriguez, 2000; Purcel & Nicholas,12@¥ramil & Agarwal, 2002; Dimou,
Archer and Chen, 2003; Chen and Dimou, 2005; Waft#yer and Andreu, 2007; Darder,
Garcia and Barber, 2010) emphasized the importafiaxternal, and internal factors, on
entry mode choice. The external factors, identibgdhose studies, were related to conditions
of host country environment, while internal factéwsus in the firm’s specific nature of firm
competences and product complexity. According t® phevious dimensions and factors,
identified in the literature, as determinant omrgrhoice mode, the environmental factors, as
host market determinants (Darder et al.2010), tdmeptexity of the product and the tacit level
of competences (Erramili & Argall, 2002; Peinad®02), were adopted for this cross-
analysis. Due to the semi-exploratory nature of ttésearch, other determinant factors,
related with firm global strategy, were found amttled for this cross analysis. According to
Peng, 2001, there are strategic global factorsitiflaence the entry mode choice. According
to Hill et al.,, (1990), Kim and Hwang (1992), thatardependence of markets, the
coordination and sharing of resources and compigte@ace variables, that influence the mode
of entry, because they can condition the interffadiency and the overall objectives of the
company.

As already quoted, in the previous within-case ysig| it was found that a high degree of
control over hotel operation within and asset cotmrant was clearly the entry mode strategy

adopted in the majority of the case participantscakding to Table 24, and following primary
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and secondary sources, it was observed, in all gagieipants, a clear relationship, between
economic conditions and competitiveness of the boghtry, and entry mode strategy.

Since the strategy of full control was adopted hy tnajority of CPs, the cross analysis was
made market by market, in order to understand,réfeionship between the determinants

factors of each market and the CPs entry modesglyat

Table 24 — Entry mode determinant factors

Type of .
Case . Level of Level of Determinant .
o International growth . Citations
Participant control* commitment** Factors***
Markets
CP1 “...Create a critical dimension level
of assets .... service control and a
high quality service ... Brazilian
market has little experience in the
HMD hotel service, in luxury segment ... a
. TLC winning formula in the wrong
Concentration . . .
) High 60% CLP hands, looses value..it's crucial
(Northeast Brazil) » ) ) |
SGF to have a critical dimension to gain

access to local and global synergies
to achieve the maximizing
efficiency and a future base of
operations for further expansion into
other markets and other products...”
CP2 Diversification
(Mozambique and
Angola )
“...Tourist activity is very recent
and very uncompetitive, in terms of
tourist services ... shortage of skilled
HMD labour and reliable suppliers for the
High 100% TLC daily hotel operation ... the
obligation to monitor the project and

MKT1
(Mozambique)

control over the operation, including
customer base, databases and daily
routines....”
“...The choice of MKT2 was made
as a matter of following the
competition and positions ourselves
in a strategic market, in that region
of Africa. As a speculative market
MKT2 . HMD and extremely bureaucratic, it was
Medium  50% _ . ) .
(Angola) CLP imperative to go into partnership,
with a local company, that has
opened the door to real estate and
tourism. However, we continue to
control the operation hotel from the
bottom to the top...”
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CP3 “...All hotels are operated by us ...
we do not close the door to
exploring other investments with our
brand ... but there are still no
conditions for this to happen ... the

c rai 50% destination is poorly served, in
oncentration . 6

ig HMD logistic terms, and is not yet mature
(Cape Verde) (Hedge funds)

and dependent on imports for
everything ... only now, specialized
hotel staff are leaving from technical
schools and is unthinkable apart

from the music and animation

outsource anything...

® 5 @ © S

“... Although we had already all five
hotels, in the area of Recife due to
our highly focused direction for the

European market for leisure, we
dispensed three rental contracts
during the decline, due to the sudden
crisis in  Europe, and the

. appreciation of the real..Due to
Concentration

(Recife) - o HMD our small size, and being an
ecife ig b

TLC unknown brand, it did not allow us
to extend the lease term and the
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CP6

i HMD
Concentration
. . CLP
(Sdo Paulo, Rio de High 100%
SGF

Janeiro e BUzios)

conditions ... At the time, the poor
market conditions led us to assume
full transaction...At the present, we
have a fully owned hotel and
another one through leasing
system...On the other hand, our
performance in the domestic market
does not help us leveraging our
operation here in Brazil and we
have some problems to hold the
rent, not because it is not a
profitable hotel operation but,
because of the kind of contract, that
does not allow us to return to
investment in terms of marketing
and advertising in such a short space
of time ... do not forget that we had
to adapt the hotels to different kind
of clients and that means,
investment that we have to
capitalize in five years ..."

“... Thereis shareholders trust and
funds available that when the
opportunities appear, we can move
forward in capital-intensive...which
is what happened in the main
capitals of Brazil with the two
purchases, disputed with other
international hotel groups... our
partnership with a Portuguese
multinational well quoted in Brazil
was decisive,.... Due to our
immaturity, in the international
market, we still cannot think of pre-
cooked formulas, we just want to
consolidate our knowledge here to
take back to the whole group ... our
format in branding, is still very
incipient....In relation to the network
of collaborators, it extends it to our
partner, drawing from it synergies in

terms of soliciting clients and

detection of opportunities...
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***Host Market Determinants - HMD
Tacit level of competences — TLC
Complexity level of product - CLP
Strategic Global Factors — SGF
* Level of Control = Revenues from full mangemhetels / Total revenues
*** | evel of asset commitment = Full owned hotels /ar of group hotels

Despite that, in the Northeast of Brazil, at theetiof the events (late 90°s) there was a low
level of economic infrastructures, to support arigiic investment with European quality
standards while the expectation of the tourist miagkowth, was high. Initially, there was the
expectation of the entrance of the main European aperators and, in a second stage, the
emergence of the internal market facing a poseiw@ution of GDP per capita in the country.
Although, trade barriers and low levels of econodewelopment, tend to support the goods
and services, become more expensive and may dag®uhe choice of the internalization,
favoring softer forms of entry, it was observed aighlighted in interviews (CP1, CP4, CP5
and CP7) that, among other factors, the expectedtgrin the tourism market and market
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size, was sufficient to risk a high degree of agswhmitment. According to Agarwal &
Ramaswami (1992), a company may want to take meks and choose less cooperative
arrangements and direct investment (FDI), whenekgectation of market growth in big
market in the medium and long term, is high. Acaogdo a study of Pla-Braber and Darder
(2002), there is a positive association betweerkeatsr with great potential and the choice of
modalities with high levels of control and investrheHowever, in relation to market size,
this relationship is no longer as often directlyé@et al. 2007).

Regarding the Mozambique (CP2), and the Cape V€@3) markets, although the
economic environment and the infrastructure forpsupng the hotel business were even
more discouraging than in Brazil, the trade basrieere very low with large investment
incentives from local governments. In conjunctioithwthe touristic growth potential and
given the strategic value of the macro product ap&Verde, CP3 decided to ignore the risks
and invest directly in the destination. In Mozaml&q the conditions given by local
authorities and the potential demand of the coubyrypther multinational encouraged CP2.
The competitive conditions that the Portuguesellgtaups found in these countries and the
potential economic growth were an important fagtothe choice of entry mode. Another
determinant factor of host country environment was country familiarity. The country
familiarity includes the perceived distance betwtdencountry of origin and the host country
and includes variables such as culture, languagkpeactices of business, less the perceived
distance, greater familiarity with the country.tms case, and according to all participants,
the perceived psychic distance is not as smafl a&s in the reality. The business practices
are very different and, despite the language amdescultural references were the same in
generally. This determinant factor was not congideas fundamental, to the choice of entry
mode in any of these markets. Contractor and Kh@a8; 1999), stated that cultural affinity
and language assumes some importance, since thlebliginess uses considerable intensive
local labor and interacts within the host countwith local populations, but is not significant
and decisive for entry mode decision. Although #&swa decisive factor when choosing the
country, psychic distance was not considered byangase responds relevant to the entry
mode choice. However, and according to some aythoray be an important factor. Quer et
al. (2007) found evidence that the smaller theucalt distance, more easily companies
assume a posture of compromise. These mixed resaltde associated with a cost reduction
of know-how transfer in the case of cultural proynfacilitating externalization, but on the

other side, the choice of internalization in coigstrwith high cultural distance, may imply
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other transaction costs. In Cape Verde and MozambiCP2 and CP3) it was noticed some
kind of local cooperation but with no impacts ie thotel operation itself.

Concerning the country risk, no evidence was forgghrding the entry mode choice. The
study participants did not report the country sfieaqisk as a limiting factor for direct
investment (FDI), by the contrary; this evidencen ceonfirm the risk reduction as
motivational factor for the international expansiof case participants. According the
interview there was a perception that, in thosérdative” countries, the specific risk was
negligible. Despite the existence of a poorly dtreed tourism market, the Northeast of
Brazil, Mozambique and Cape Verde, the market wakilzing and showing no signs of
volatility. According to Hill et al. (1990); Kunduand Contractor (1998;1999), in
environments with rapid changes in technologicacr-economic, social, demographic, and
intense competition, a high commitment to resounvés not be recommended, favoring
models with more flexible entry modes. Howevercountries with speculative markets as
Angola, the option for more cooperative and eqtatyns of operation was considered crucial
by CP2. The same happened with other Portuguesdoaedn groups, who entered that
country. Several empirical studies have shown timatjsky environments, firms prefer to
enter with mixed and cooperative way of entry md@mntractor & Kundu, 1998; 1999; Pla-
Barber& Darder, 2002).

Concerning the transaction-specific determinarhts, analysis of these factors has the same
reasoning than previous cross-analysis, with thiterénce that will be established a
relationship, between the determinants factorstpdiby case participants, and their common
entry mode. At the time of exit to the foreign kets, , as deduced in the first proposition of
the model, the internal competencies of Portuguestel groups were mainly related to
marketing knowledge, operational, business routares human capital. These competences,
clearly with a tacit nature, are, in most caseficdit to transfer to a third part. According to
Hill et al. 1990, the establishment of a contracaiways problematic, the greater the tacit
nature of the know-how to transfer. It was highlegh by all case participants that their
competences and related know how, are not easihsfierable, without a certain loss of
value, with problems related to misuse of informatiby third parties. As was emphasized by
the CP1, CP2, CP4 and CP5, the establishing of dven hotel management is the best to
take advantage on their tacit competences, whiake e most cases, the main stimulus for
an initial engagement in the international marketother reason mentioned by CP1, CP4,

CP6 and CP7, to choose equity based investment, th@sachievement, of a better
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coordination and synergy, between domestic, basddirdgernational market knowledge. In
the view of CP1, CP4, CP6 and CP7 to internalizettansaction, the company will soon
absorb another kind of knowledge that will be uk&futhe consolidation and growth of the
business, in both, the internal and the externaketa A vision based on the possession of
specific resource competencies, companies areifagtiseir ways to invest and cooperate in
a particular market, maximizing the most of theampetitive advantages (Barney, 1991,
Tallman & Shenkar, 1994).

Concerning the level complexity of the product,ading to CP1, CP2, CP3, CP4 and CP6,
there was an uncertainty of local partner’s behawoncerning their incapacity to develop
hotel operations, within high quality and compleamagement parameters. Due to the poorly
structured, business local know-how, less coopera@ntry mode, were observed thus
favoring the internalization of hotel services. §han also be supported by Dunning’s (1980),
internalization advantages and Coase (1937), Wilien (1975) transactions cost and
internalization theory, where, because of the erist of market failures, the firm-specific
advantages need to be protected, within the firgamization structure, thus internalizing its
foreigner market activity.

Other factors to consider in the entry mode chdigePortuguese hotel groups, were those
related to the strategic positioning of the companypverseas markets. Also called global
strategic, this group of variables is related te thanner of how companies view their
position and progress in the global market andetitey mode, most suitable for this purpose.
Supported by Barney’s (1991) RBV, later developgdkbm and Hwang (1992) where it is
considered that a decision, on a specific entry enathould lie on the company's global
strategic position. It was mentioned by CP1 and @RY, the achievement of a critical size,
in a given market or geographic area, was essdmidl to leverage resources and specific
competences of the company, maximizing the synergresing from the accumulated and
acquired knowledge. According to respondents,tige of strategy requires a high degree of
coordination and control, by the company, of tHédent business units.

In the larger hotel groups, such as CP1 and CPWwa# observed a sharing of cross
competences within vertical and horizontal inteigratresulting in synergy benefits, which
includes economies of scale and implying high lewdlasset commitment. Also included in
this context, are other forms of touristic explbda, such as, the tourist business of time-

share. According to Kim & Hwang, 1992 regardingibass benefits, the global synergies

210



arising from different business units, are charatd by a high degree of control in the
foreign market, thereby, favoring the internaliaatof the activities.

It was also observed by CP6 that, the acquisdimhexploitation of the business was the best
option, when business partnerships were establiskedlting in more synergies. According
to CP6, when it was established a joint venturd &itPortuguese company already set up in
the market, this strategic alliance was maximizleedcause of the existence, of a high
commitment with the market. Unlike the other paptnts, the option for a highly
competitive and structured market and facing ther pmtel group international experience,
the choice of strategic partnership aimed to aceessarket, with greater visibility and
development activities, at lower costs. The sanppéaed with the CP4, on their investment
in Sao Paulo, by the fact of belonging to a banlklihg company, with a large deployment in
Brazil. As mentioned by these smaller hotel groulps,option for full owned and control of
the business, came about for two reasons. Firss, tha timing and related opportunistic
purchasing option, and, in second place, the fastesess to local market knowledge.
According to Bradley (2002), alliances allow, inngoetitive markets, the earning of assets
and capabilities and by consequence, have eastessato markets and brand awareness.
Those strategic variables were based on interratiorarket knowledge and the internal
efficiency. The case of CP7 is a good exampleghefimportance of strategic variables in
entry mode selection. After concentration, and tassenmitment, in the Brazil market, the
hotel group expanded into bordering countries, gbv&eeping a tight organizational
coordination. According to CP7, this coordinatiermore difficult to achieve in arrangements
of entry, of fewer control over the assets. Thigetpf behavior, where the maximization of
learning is implicit, through the acquisition of rkat knowledge, creating roots and
achieving synergies, can be explained by the thebriyansaction costs, which, by direct
investment in the markets, the companies avoidlisgersion knowledge and maximize each
stage of value chain, achieving reasonable ecorsonfiescale and context, preventing and
reducing transaction costs (Williamson 1975). We alzo fit this behavior in the incremental
model of Vahne & Johanson (1977) and Johanson &sabat (1988) in the network model,
where companies expand and invest gradually insameare distant geographically, and
culturally, benefiting from a chain of relationskighat, properly coordinated, generated
opportunities in international markets. Contracad Kundu (1998) evidenced that, equity-

based modes are preferred by companies with mtemational experience. As confirmed by
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CP7, the group's expansion to more competitive ttmsnand more structured markets, the
equity-based modal choice, is a way to balanceiskeess of their assets.

Another common reference, about the undevelopesigioer markets, (CP4, CP5, CP6 and
CP7) was, in what concerns the absence of congdafditms appropriated for the nature of
hotel operation, developed by the Portuguese, ntlaelecall option and direct investment
more profitable.

Figure 19 —Determinant factors of asset commitra@ntfull control of the business

Host Market Determinants
CP1, CP2,CP3, CP4, CP5, CP6,CP7
Tacit Level of Competences
CP1,CP2, CP4, CP5,CP6
Complexity of product
CP1,CP2,CP4,CP6

Global
strategic
Factors
CP1,CP4,CP6
CP7

As quoted in interviews (CP1, CP2, CP3 and CPBgdhmarket with little competitiveness in
terms of supply and demand results, in the utewity of competitive funding sources
and the absence of local agents, without the dgpacundertake, credible profitable forms
of cooperation, for hotel business. This fact idatesdl with the development and
competitiveness of the local market and can be dchon host market determinants factors.
With the exception of CP4 and CP7, in early phadesternationalization, the sources of
funding, used by case participants in foreign diragestment, was rooted in the domestic
market, in the form of self and bank financing. Slwonfirms the good economical and
financial strength, of most case participants,hat time of first internationalization and the
weak competitiveness of host markets within theeabs of credible local players. Regarding
CP5 and its orientation to rental contracts, it wbesarly assumed in the case participant
interview, an inability to negotiate other types @intract arrangement. In the opposite
situation are CP4, CP6 and CP7, that assumed tblgsing option in all rental contracts in a
clear strategy of foreigner direct investment. Tba be explained by the difference in
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resources and skills, among some case participacitsrding to the data obtained previously.
As quoted in the interviews (CP1, CP4, CP6 and CBi# business opportunity is often
enforced by the speed of the management decisiah,bg the availableness of financial
resources.

From the cross analysis made above, and in acamedaith the confirmatory questionnaire
in appendix (O), it can be observed in all casgigpants, a pattern of asset commitment
and a high degree of control over the operationhéentry mode strategy. It was observed,
in all case participants that the entry mode sfsate influenced by host market factors like,
the potential market growth and market competitegsn The majority of case participants,
also emphasized, the tacit nature competencesnwitlarketing and operational capabilities,
as determinant factor for entry decision. As farthe case participants engage in the
international market, other global strategic fagstemerged as determinant for entry mode
decision(Figure 19).

Although not in the direct scope of this researabrkivand somehow purged during the
selection process of study participating compantesiust be taken into account, that some
Portuguese business groups at early stages of €gpain the Brazilian market agglutinated
two complementary activities, which were hotel amadset management. Given a
macroeconomic context with good perspectives, tiegufrom the abundance of funding in
Portuguese banks, an European moneyed middleasidsa favorable exchange policy, there
was an investment boom where were decisive theiadmm between the real estate known-
how management of Portuguese firms and the longreeqre of vocational tourism in
Portugal. However it was noted that most of thosented real estate business had a short
duration and ceased due to a change in the denaadigm and due the strong speculation
that arose in these markets. Within this contel@nd CP7 stood out and later the CP4,

which somehow levered their position in the leidBrazil market.
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8— Findings and conclusions

This final chapter begins with the discussion ofjanaonclusions and finalizes with the
implications, for the theoretical and managerieldiof internationalization. Accordingly, and
after verifying the validity of the initial valuergposition model, a final proposal was tailored
according to the results obtained. The main ohbjeckiere is to use the study findings, to
evaluate the appropriateness of the initially pemub model. It proceeds with some
recommendations, which may facilitate the work e$aarchers, interested in conducting
further research, on the field of hotel internagileration.

8.1 - The purpose of the study and the researciniys

The purpose of this study is to explain the inteomal engagement of hotel firms, within a
geographical and social economic context. More ifipalty, the study sought to explain the
strategic behavior of those firms, through the ptiwa motivational stimulus, as main
determinants for the international hotel firm's aggment. This approach to explain the
internationalization of Portuguese hotel firmsegrates several theoretical fields, with its
foundations on the resource-based theory (Barn@91)l and supported by the behavioral
theories (Johanson & Wiedersheim-Paul 1975; Joma&sdahne 1977, 1990; McDougall &
Oviatt 2009). It also used the Dunning's eclecti@ragigm (1980, 2001) to better
contextualize the relation between motivationalmsti and the OLI variables. The
summarized findings will be presented in tables i@htis possible to visualize the type of
influence between the motivational stimulus factar&l CPs strategic choices according a
scale of relevancy. The relevance criteria assessisebased on the frequency and the
intensity of CPs found in data analysis within gaté&zed determinants facto3able 5),
according to Miles and Huberman (1994) recommeadati

8.2 - Major findings

The first proposition attempts to explain that hétertuguese firms are motivated to engage
in international market, by using their unique cet@mces, as inimitable sources of
competitive advantage, within an international nearkopportunity scenario. The
“exportation” of these competences can be usedhéir town favour, facing local and

international competitors, within identification carexploitation, of an external market
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opportunity. The market imperfections, explained Bymer in 1960, and developed by
Dunning in 1980, as ownership advantages, are stems$i with Barney’s (1991) resource
based approach, where, unique resources and campstean intensify and expedite a firm,
into international expansion. According to ZahraGavis, 2000 the internationalization

presents an opportunity, thus, exploitation of reaudpportunity and, most of the times, are
result of the manager's desire to commit in theermational market, following a

entrepreneurial vision of internationalizing, whéine environment and the combination with
the firm's internal competencies influences thesttigyment of international activities (Ortega
& Vera, 2005; Rund, 2007). Therefore, and, follogvithe previous reflections, comes the
first proposition of the model referred as RP1 whargues that in the Portuguese hotel
sector, the combination of, proactive internal arternal stimulus, influences, positively, the

international engageme(rigure 20)

Figure 20 — Research Proposition 1

Organizational proactive
stimulus

RP1 + International engagement

Environmental proactive
stimulus

It was found that motivational stimuli factors resgible for Portuguese hotel groups to
engage in international market, were, mainly compet based, within a strong managerial
pull component. In other words, and, generally kjpep the CPs international engagement
was a result of the combination of proactive mdtorsal stimuli, where it was determinant
the role of the CP manager in the perception of fiompetitive advantage facing a market
opportunity.According to the data analysis, it vadsserved on the majority of the studied
participants in its internal competences, an ingrgrtmotivational stimuli for starting
international activities, in accordance with Barrse§1991) resource based approach wthin
Dunning (2001) ecletic model determints. The compet-based ownership advantages,
initially perceived by firm’s managers, are essantor gaining advantage over the local
companies, according to the principles of ecletisory.
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Highlighted by all case participants, was the ngana role, as a key stimulus factor to leave
domestic environment. The manager’s ability to peie a market opportunity, within a firm
winning “spirit” was recognized by the CPs as aca@al factor, to lead to an initial
engagement, in the foreign market. The winningureltderived from a good performance in
the domestic market, can leverage the manager8demice and motivation, at the time of
exploitation of opportunities in foreign marketsafifa et al, 1999). With the exception of
CP3 and CP5, all the CPs presented good performadamtors in the domestic market at
the time of first internationalization, as obsenatl analysed in Chapter 6. According to
McDougall and Oviatt (2000), the ability for a mgea to perceive an opportunity and the
related potential competence to be exploited, @asden as a proactive and entrepreneurial
effort. It was also found in case participants rvisv content, and further validated, by the
confirmatory questionnaire, that the level of mara ownership plays an important role in
the critical phase, of the initial internationalgagement. Corporate entrepreneurship is more
efficient when a manager has vested interest, finereshareholder status of the executives
may contribute to taking an entrepreneurial apgrddahara et al, 2000).

However, it is important to note that not all CRartstheir internationalization, at the same
time. There are two distinct contexts that mighiuence the type of the stimuli motivational
factors, as was emphasized in the previously arase-analysis. In a first context, it was
deducted, that despite of CP1, CP2,CP5 and CPHrhaeld international market knowledge,
their access to the foreign market was relativedgyewith few entry barriers. For this,
contributes the existence of business opportunilesnew markets with high growth
expectations, low competitiveness in high qualifssyments of accommodation and local
incentives. This deduction coincides with the Dumgniand Kundu’s conclusions (1995),
which confirm the ownership benefits are bettecpmed by managers in developing markets
than in fully developed markets.

Within this first group of hotel firms, it is imptant to analyze separately the CP7 for its size
in the domestic market and its portfolio of bussasthin a vertical integration strategy even
before his first internationalization. As seen igufe 13, the achieving of scale and scope
economies were two important motivational stimalktbrs pointed by CP7 for international
engagement, highlighting the complexity and theureabf ownership specific advantages at
the time of international expansion. Thus, it may deduced that, although the initial
behavior of CP7 was identical to the other compmanileeir international market entry was

made at a much larger scale, taking into accountetiel of resources of the group. This also
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coincides with the findings of Dunning and Kund®$5), confirming that the size of the
company as competitive advantage for greater iatemmal competitiveness.

In the same geographic context but at a later stageCP4 and CP6 had to deal with another
competitive environment with higher entry barrierdespite their weaker international
experience, the stimuli factors that trigger thaternational initial engagement, although
proactive, had a different specificity. It was olveel a greater emphasis the transaction-based
ownership advantages through the formal affiliatimm others business groups. Another
difference found between these two hotel groups a@ihérs, was their vision about the
motivation to seek new markets. From a more incréateopportunistic, and market growth,
motivation based on market size and familiarity {C€P2, CP5 and CP7), the CP4 and CP6
based their initial international engagement inaersystematized way, orienting their choice

to more competitive markets, with greater visigifior the brand.

Figure 21 — Case Participants Market Aproach

Degree of market development
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Adapted from Johanson and Mattson (1993) matrix

The initial assumption to enforce inimitable congretes, to enter and dominate markets less
competitive, in a logical incremental growth, ares$d risk taking, do not arise with such
intensity, in the cases of firms that internatiaralin a more competitive environment (CP4
and CP6). There was clearly a shift to the useadinerships and related synergies effects to

meet some high entry barriers.
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In contrast with CP1, CP2, CP5, where it was oleskey predominance of competence-based
ownership advantages, it was found CP4 and CP6lande between transaction-based
ownership and competence-based ownership advantapes fact can be explained by
Coviello and McAuley (1999) where the network comepees, are a facilitating element,
both for firms, with fewer competitive advantagas,well as for companies that enter later, in
more competitive environments. According to thémoek theory, developed by Johansson
and Mattson (1993), this behavioral inflection d@nframed in a matrix, which confronts the
degree of development of the market, with the degifeinternationalization of the company
(Figure 21)Given that there is a close relation between tlagiive motivational stimulus
identified by CPs(Table 25) and two types of ownership specific advantagesraatg
Dunning’s framework(1980,2001), we can state thagarding the initial phase of
engagement in the international market, the (RP41) proposition is fully verified in all case

participants

Table 25 — Study findings regarding the Researopddition 1 (RP)

Case Participan Type of
g ¢ OA*
. 5 2 . CP1 CP2 CP3 CP4| CP5| CP6 CP7
otivational 3 CZG Dunning
Stimuli Factors Framework
International Engagement level initial Initial | initial | initial | initial | initial | initial
Marketing and Operational
_ o CB XX XX 0 XX XX XX XX
Competence © %
Network capability based % S B X X X XX 0 XX X
= o
Managerial Urge CB XX XX XX XX XX XX XX
Scale Economics B X 0 0 0 0 0 XX
Market Growth Opportunity
XX XX 0 X XX X XX
Based External
Strategic Market Opportunity Proactive
X X X XX X XX XX
Based
Accessing local benefits XX X XX XX XX X X
Stakeholders follower External X 0 0 0 X 0 X
Domestic Contingencies Reactive X 0 0 X 0 0 0

0 - Mentioned or observed as not relevant * Ownership advantage
X - Mentioned or observed as relevant CB — Competence based

XX - Mentioned or observed as most relevant TB - Transaction based
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However, it was also found, as firms would engagénternational market the type of the
stimuli was ranging. That is, as CPs engages grnational market, there was a concern to
explore and gain new competences that somehow,dwoake the process of international
engagement as sustainable, as possible. Thussiblserved in early starters CPs, a clearly
guidance, for a critical asset dimension achievemanorder to accumulate market
knowledge. It was also observed a demand for, laealvorks within minor partnerships,
local distribution channels and informal hotel ditgies. These findings are consistent with
Hymer (1968) that consider the use of massive Reirtain markets, the most likely key to
make the internationalization a solution to maxiime firm profits. In the network approach
theory, developed by Vahle and Nordstrom (1988) dwmithsson and Mattsson (1988) it is
argued that, in the firm international engagemdiné¢ important is the establishment of
networks, rather than the initial firm competenesdd advantages.

Not being able to argue, that the proactive natdirdese stimuli was less intense, than the
initial one, it was found that other proactive stimemerged, even in high levels of
international engagement. The fact is that, afteindtial stage of international engage, the
CPs start to give emphasis, in the demanding fiarmal and external networks in a clear
motivation for great internal efficiency. At thensa time that others business goals emerged,
like local brand recognition and the critical sahievement, other motivational stimuli were
observed like the need to adaptation to new enmisris with implications in the
development and reconfiguration of resources anupetences. According to Dunning,
(1991) the ownership advantages, which are thegsyirstimuli to engage in international
markets, may be dynamic and volatile.

Thus, it was observed that after all CPs initialeinational engagement there was a
focalization on the development of other competsnsech as, brand image, reservations
system and internal commercialization network. Adowy to Dunning & Kundu (1995), the
advantages of property most relevant to the intemnal expansion are the brand image of the
hotel group, the networks and technologies assatiatth reservations and direct contact
with the clients and possession of products that e taste of customers.

According to the CPs, the development of these ¢a#tiéls was crucial for the international
engagement. This behaviour is consistent with Dugp@ind McQueen’s (1981) study in the
hotel sector. According to the authors, the morgiqo of knowledge retained by the hotel

firm with lower transaction cost, the greater is growth rate in the international market.
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Concerning the external stimuli, the opportunisticd spontaneous character of initial
international engagement, based on very strongiraliltinks and privileged information, is
consistent with the fact, that the Portuguese hgtelips, in the beginning, were mainly
motivated, to access new markets and only lateecddd these motivations, the access to
strategic assets, which shows a deliberate an@émgsic behavior, focused in medium and
long term. Strategic asset seeking is probably, fas¢est growing motives, for overseas
investment development, and may be critical forglterm strategy, being essential to
develop a sustained a market position (Dunning4)1L9Bhe identification of propensity for
learning and network orientation are forming aipafar setting that can holistically, explain
the developing of entrepreneurial activities orinationalized firms (McDougall and Oviatt,
2000).

Despite the tacit level of competences, and thetedlopportunistic approach, remaining the
trigger of all the internationalization procesd, the case participants in a “more advanced
stage of international engagement” want to expart srategically their positioning in the
international market, taking advantaging of accuated and new knowledge and benefiting
from internal and external synergies. This fact destrates the continuity of the proactive
character of the stimuli factors, after an inis&ge of international engagement. Johanson &
Mattsson, (1988) considers that internationalizatdepends on, building long term, and
durable term, links with other firms in foreignerarkets. All of this behaviour is also
consistent with Johanson and Mattsson (1988) né&twapproach theory, where the
knowledge and relationships resulting from the cwdus presence in the international
market, permits the creation of a capital of tithstt reduces transaction costs, increasing the
cooperation of new products and practices, witHingeoup organization. It was clearly
observed in the early starters CPs an emergingegicavision with a more systematic
selection process of market opportunities, in dedrit, of a purely opportunistic approach.

It was also found for the majority of case partifs the awareness that, less favorable
conditions, in the domestic market, was an impaer&tmulus factor in the engaging of
international operations. Instead of an initialuesption of leaving the domestic market with
goals of growth, through geographic diversificatminthe existing business portfolio, now,
there also is an effort to see the foreign markaetgpotential client suppliers to the domestic
portfolio, reducing the global risk of hotel opeéoat The introduction of external
contingencies, within a more behavioral defensippr@ach, introduces a reactive nature, in

the internationalization motivations and, partialyggates, the assumption of proactive
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stimuli, as the basis, for international businesgmjagement, in later stages of CP’s
international engagement. It also introduces thle meduction, as the primary motivation, for
the continuation of international activity, with idgnce that international hotel activity is

driven by strategic determinants such as markepaodiuct synergies.

Table 26 — Results from Cross Case Analysis in Etges of international engagement

Case Participan ® o Type
% E of cP1 | cP2 | cP3 | cPa| cPps CP6| CPi
Stimuli Factors n =z OA*

International Engagement ) ) ) ) ) )
evel medium | medium | medium| medium low medium high
eve

Marketing and Operationall _ o
o 2 CB X X XX XX X X X
Competence 5 &
= o
Network capability based = a B XX XX XX XX 0 XX XX
Managerial Urge CB X X X X X X X
Scale and Scope Economigs TB XX XX XX X X X XX
Market Growth Opportunity
XX XX X X 0 X XX
Based - o
T 2
Strategic Market Opportunity ¢ &
X O XX X XX XX 0 XX XX
Based w o
Accessing local benefits 0 X XX 0 0 X X
Stakeholders follower External XX XX X XX X XX XX
Domestic Contingences | Reactive XX X 0 X XX X X
0 - Mentioned or observed as not relevant * Ownership advantage
X - Mentioned or observed as relevant CB — Competence based

XX - Mentioned or observed as most relevant TB - Transaction based

As observed and described Table 26 two stimuli factors were considered by CPs as
fundamental due the firm international market cdidation. In the understanding of case
participants, the developing and consolidation efworks in strategic markets emerge as
major stimuli as they consolidates its positiorthia international market with positive effects
on the coordination of resources and internakiefficy. According to CPsggarding the
international market engagement there is a neeérfowledge acquisition and coordination
skills, due to the experience of dealing with dé#fe competitive environments and new
customer segments. As a result it was observedeategr weight of transaction-based
ownership advantages, as CPs engages in the imberadanarket. According to the previous
analysis, in the later stages of CPs internati@emglagement, there is a balance of different

internal and external stimuli but essentially wdifferent natures. If by one side, the domestic
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contingences influence the CPs level of internai@mgagement, on the other hand, as far as
CPs engages in international market others motimati stimuli emerge. Thus, and, taking
into account, the stimuli reactive nature of thendstic market contingencies and the positive
influence of international engagement on CPs mbimal stimuli, the RP1 was not verified

in later phases of CPs international engagement.

The second proposition has a compound nature, dmtates that the international strategic
choices like, time delay to internationalizatioranket choice and entry mode, are influenced
by the proactive stimuli factors. According to Me}% Umemoto, 2010, it is important to
study the determinants factors that make internatipation happen. Tuppura et al. 2008,
empathizes the importance to establish a guidinmcipte, between the motivations and the
strategic orientations, of companies in their ingionalization process.

This proposition was supported by several theakfields of internationalization. Firstly,
the incremental internationalization stage modéladson & Vahne (1975) and its evolution
through Johanson & Matsson (1988) network approactl, in second place, through
Dunning’s (1988; 2001) eclectic model within owtdgos location and internalization
determinants. According to the paradigm of Dunnid®88, 2001), one of the basic
conditions for performing international operatioissthat the ownership advantages should be
combined with the internalizing operations in agaoand optimal location. Given that in
RP1 the international engagement was essentiaihyukstted by the existence of competence-
based ownership advantages and market opportyniiesRP2 argues that the proactive
motivational stimulus influence the choice of mar&ed entry mode strategy.

Figure 22 — Compound Research Proposition 2

Organizational Proactive

Stimuli International

Strategic Choices

Time Delay
(RP2a)
Selection of
countries of high
RP2 + level of
attractiveness
(RP2b)
Selection of
equity based
entry mode
(RP2c)

Environmental Proactive
stimuli
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In particular, this proposition (RP2) argues tha® Portuguese hotel groups initiate their
international engagement, after a long and resotmo@mitment domestic activity in markets
with high attractiveness adopting high level ofeissommitment, within a tight control over
the hotel operation. In terms of the proposed moteéstablishes a direct relationship,
between the characteristics of the stimuli desdriileove, and the strategies undertaken by
the company, in its international engagement. ¢®mbining these three assumptions, the
second major proposition of the model is referreadRP2, which advocates that, in the
Portuguese hotel sector, the environmental andnarg@onal stimulus, influence the firm
international strategic move&igure 22)

The first strategic move to be test is the timegeil internationalization, and, can be scaled
in two ways. According to Svensson (2006), typoldgge scale, the firms can move to
foreigner markets, from inception or short afterd apposite way long after inception. Other
authors like Tupura, et al (2008) adopted relatath$ of time path, like born global, born
against global and traditionally internationaliziiigns. The first of the three sub-propositions
referred as P2a, advocates that in the Portuguate® $ector the time delay to engage in

international market, is positively influenced lpactive motivational stimulfFigure 23).

Figure 23 — T Assumption of RP2 (RP2a)

Organizational proactive
stimuli

The delay time
RP2a + tillinternalization

Environmental proactive
stimuli

This sub-proposition has been supported by incrésmhémernationalization stage model of
Johansson & Vahne (1977) and its evolution throdigilansson & Matsson (1988) network
approach where the acquisition of critical resosiremd, related internal competences,
resulted from a consolidation of knowledge in tlmenéstic market, in a direct relationship
between business experience and time. Accordinghéo cross-case analysis, with the
exception of CP3, that initiated their activityimernational business outside Portugal, all the
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others participants find important the acquisit@incompetences and network relationships,
in domestic activity, as determinants to the déilae till international engagement.

According to data findings the CPs average timaydalas seventeen years, within ten years
of internalization, with a wide domestic geograpddope. This observation shows a gradual
expansion of domestic activities within differeegrons of the country, and in some CPs, in
most of the times, within different market segmei8s, it may be deduced that the CPs
acquisition of competencies was a result of a iegrprocess over a period of time within
different market environment.

Another finding is the importance of the CP’s maaragrofile in the time delay for the first
internationalization. It was found that, an entesyeurial attitude and manager’s bonds with,
the international market and the main distributiplayers, can trigger the process of
internationalization, reinforcing the internationahtrepreneurship theory of Oviatt and
McDougall (1994), where it is vital the presenceaaghanager with entrepreneurial vision, to
materialize an international market opportunitycéing to the case participants, these two
internal stimuli factors must be balanced and cemgntary. So, and according to data
analysis, the international engagement decisionb@asd on three proactive stimuli factors;
the acquisition of internal competences, the enmergeof a market opportunity, and the
existence of an entrepreneurial manager with ghitit recognize a competitive advantage
within the firm(Table 27)

Another complementary observation and focused byctse participants is, that in most of
the times, an international engagement came aftéméernal revolution”, called by Bell et
al. (2001) a critical incident, many times, theutesf a process of growth and consolidation
of resources, aiming the standardizing of the gsoimpage within a change on corporate
structure and its management team.

Apart from above considerations is the CP3, whas&ness, was born outside Portugal,
essentially due a visionary and entrepreneuriaitssmd an intense work of collecting market
information within public and private networks obchl trade influence. This example
perfectly fits in the theoretical field of interm@tal entrepreneurship. According to
(Stevenson & Jarillo, 1990) entrepreneurship, hasnbdefined as, the identification and
pursuit of an opportunity, regardless of the firmisrent resources.

Concerning the CP4 and CP6, the delay time, wasdbas different assumptions. The first
was the different nature of CPs competences thgtasted the exit to the foreign market.

While in other cases, the international expansias tased on the accumulation of resources
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and competences over a period of time in the damesdrket, in the case of the CP4, CP6
the entry timing were due to partnerships that masidly shortened the exit to international
markets and thereby, reduced stages within theiclascremental acquisition of knowledge
and competences of Johanson and Vahne (1977) steigkd. Another fact observed was the
due the different competitive environment and exlatstrategic orientation, towards brand
awareness, and product complementarily, the CP4 Gifl, entered in a more hostile
competitive environment in no way compatible witheit experience and resources.
According to Bradley (2002), partnerships and et alliances, allow companies to more
quickly, gain capabilities and assets that arenmeaiglily available, in the international market.

Thus, in accordance with the previous assumptidd®aRs only partially verified as seen in

Table 27.

Table 27 — Results from micro analysis of ReseB®mposition 2a (RR2

Determinant
)] [}
factors 2 9 S 8
) 2 = o o CP1 CP2 CP3 CP4 CP5 CP6| CP7
Stimulus E & 2 3
Factors
g Marketing
5 3 and
8 o
© & Operational + XX XX 0 X XX X XX
[}
= 2 .
8 g Capability = o
N o =
‘5 © based S Qg
- T 2 8
8 & Network £ x +
E - X X XX XX X XX X
O based
International | Managerial
o - X 0 XX XX 0 XX X
Vision Urge
. Not
Critical incident(Cl) - 0 XX 0 XX X XX X
related
Opportunity | External
) - XX XX XX XX XX XX XX
emergence | Proactive
Time delay 0 12 22 0 21 14 12 17
I
Time delay after (Cl) L - 5 - 3 - 2 -
Tupura, et al (2008)
o TIF BAG BG BAG TIF BAG | TIF
classification

0 - Not referenced by any of the sources
X - Mentioned by one of the sources, but considefdittle relevance by case participants.
XX - Mentioned by all the sources and consideréelvent by case participants

TIF — Traditionally internationalizing firms; BAGBorn against global; BG - Born global
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Despite the achievement of a critical size, conogrmesources and competences positively
influenced the time delay till the internationatioa; there were other determinant factors that
negatively influenced the time delay. It is theecad partnerships and alliances that have
negative influence on time delay, and are oftempamsible, for burning out learning and

resources accumulation steps. The same can bedargbeut the role of the entrepreneur
manager, in time delay of international engagensdut its leverage effect on the all

process. Early internationalization processes neagttyibuted to the emergence of networks
and to the role of entrepreneurial management {datranson & Vahline, 2000).

This leads to the conclusion, that there is a ctekionship, between the stimuli factors and
the internationalization time delay. If on one hatie accumulation of resources and skills
presuppose, the learning effect in a certain peabdme, moreover, the appearance and
existence of an entrepreneurial management mayesate the internationalization process
by taking advantage of market opportunities (Zatar&arvis, 2000), therefore the RP2a is

only partially verified by all CPs.

The second strategic move, of the case participamternationalization process, is the market
choice. Dunning’s (2002), eclectic paradigm, madgreat contribution in the subject of
market choice determinants, based on the relatbrden location-specific factors, with firm
ownership advantages. According to Dunning, (2@BB) linkage can play an important part
in determining where investment can occur. Guidgedoeti (2004), the design of this and
the next sub-proposition, not only emphasizes timportance, of an owner specific
advantage, as important for the company to inviesiaal, but essentially, assess the linkage
between the competence-based ownership advantadgethe country location advantages.
Also called determinants factors of country atiketess, those location advantages like,
market growth, market size, market competivendsgsip distance and country risk were the
main condition of this sub-proposition, where tharket choice depends essentially from, the
location where the hotel firms can expand and ldgu#eg their activities in a similar
customer segment, with similar products in a piddy attractive country, within a clear
and prudent attitude, regarding risk taking.

Johanson & Wiedersheim-Paul (1975) and Johanson akiné (1977, 1990) who are
collectively referred as Uppsala Scholl, explaire ttharacter of internationalization, by
formulating a dynamic model which in this partialyacase, consists of a extension and a

exception for the initial incremental Johanson &\dBrsheim-Paul(1975) theory:
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(1) Firms that are resource intense, as the hotel rseate able to take larger steps
regarding asset commitment.
(2) When market conditions are stable and, culturdibges relevant market knowledge
can be gained in other ways, than experience;
(3) Firms with considerable experience, gained in simiharket conditions and product
conditions, may be able to generalize this expegada others markets.
So, based on these theoretical assumptions, thiesnéxproposition (RP2b) emerged and
advocates that the accessing and developing ¢nsaurces and competences, in countries
with high level of attractiveness, is implicit inamket selection, therefore, in the Portuguese
hotel sector.So the selection of countries withhhigvels of attractiveness, is positively

influenced by the proactive stimuli factors (Fig@e® .

Figure 24 —2nd Assumption of RP2

Organizational proactive
drivers

Selection of markets with
P2b + high levels of
attractiveness

Environmental proactive
drivers

According to the data analysis carried out, theketzs choice behavior of Portuguese hotel
groups is explained and supported by the theornesepted earlier. The majority of the case
participants have opted for a geographical conagatr in same countries with similarities, in

terms of demand. There seems to be a convergencsts in same countries and this fact
can be explained by oligopolistic behavior. Accagdto Knickerbocker (1973), firms tend to

follow competitors in their internalization decieg® a behavior also found in the case of
domestic diversification, as it was observed in Betuguese hotel Groups. According to
Breda (2010), this can be either a convergencentefasts, or a tendency, to imitate the
competition. According to the same author, thisdwedr seems to be, likely due a certain
grade of cooperation at a broader level, as a wayinimize some difficulties at a local level,

with local implementation of joint strategies, batthe data analysis it was not found any

level of relevant cooperation. It was observedrdansive cooperation between Portuguese,
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foreign government organizations and potential Ihoteestors. There were a number of
business partnerships in service sector that somshared the risk with some hotel groups
in its international expansion. Within the hotelsimess and the development of sharing
strategies nothing relevant was detected. Rathevas felt that, there was a certain rivalry
between Portuguese hotel groups.

According to secondary data and interview contém, explanation for the geographical
concentration in similar countries is explainedtbg emerging political and social stability
and economic growth, in cultural related countriesvas highlighted during some personal
contacts in the data collection process, that #perence of other Portuguese multinationals
from other sectors that preceded the national hgrielips in these markets in some way
pointed directions for the country choice.

Other evidence found in secondary data was thetfadtthe Portuguese tourist domestic
market was already reaching a mature phase in tefrgeowth. The low prospects in terms
of future growth might explain the convergence otitry choice by the Portuguese hotel
firms in attractive economic environments withingg# cultural distance, thus demonstrating a
prudent behavior by Portuguese hotel groups.

Within the explanations about the reasons of thenttg choice by the multinationals are the
ownership advantages of hotel industry in home tgu(Dunning & McQueen, 1981).
According to Porter (1985.1990), international cetitpreness is related to the context in
which the firms are created and developed. Alséedaby Dunning (1980) as ownership
home advantages, they are linked to synergiesattse¢ from the overall experience of the
sector, which often coincide with the advantageat tthe company has before going
international.

In this particular study, the international repigatof Portuguese tourism sector is perceived
by Portuguese hotel groups as an advantage ovéotbefirms in host countries. According
to Dunning (1981), the propensity of firms, of artmalar nationality, to engage in same
international markets, vary according the econoch@racteristics of their home country, the
characteristics of product they want to invest andntries they want to propose to invest,
underlying the range and type of product and denwaitiiin managerial and organizational
strategies. From these facts emerged a similar eharkoice as a less risk international
market opportunity, having as a consequence theetgance of location strategies within the
CPs.
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The concentration of investment within one or twarkets, was observed, in the majority of
cases, and is explained by the absence of interetexperience and the desire to achieve a
critical dimension, allowing the emergence of sgnes to operate more efficiently. This type
of behavior can be explained by Johanson & Wied#nstiPaul (1975) and Johanson and
Vahlne’s (1977, 1990) incremental stage theory, reltbe firm begun to develop similar
activities in its first phase of internationalizati in order to, more easily, obtain better
knowledge of market. It also can be explained by APmer’s (1960) theory, where the
using and obtaining of strategic assets, criticdbhg term strategy, has to be supported by a
long term expansion in the same market.

Another finding is that, in most of the CPs in asf wave of internationalization”, entered in
cultural and linguistic similar countries, with tatic growth potential, but with low
competitiveness environment, in terms of tourisernfThe fact already explored above, is
supported by the eclectic paradigm of Dunning (398®8ere there is an obvious relationship
between the type of skills and resources of thepamy and the advantages of location, thus
complementing the internal advantages and locatitwantages.

However, as found in the first proposition, as 8rrare more engaged in international
markets, the importance market choice determingartschange. It was found that the nature
of firm competences, may influence, the market aholt’'s the case of CP4 and CP6, that
entered later directly into the most competitiverketés and do not follow the evolution of
other groups. As seen in the first propositions #ind of behavior is explained by Johanson
and Mattson’s (1993) network approach where, desp# other location advantages remain
the same for, the skills developed at level ofEghips, have led CP4 and CP6 to jump into
more developed and competitive markets. Once adhig, evidences the existence of a
relationship, between the nature of the competeti@sleads to international involvement,
and the perceived location factor, when choosiegtlarket.

Regarding CP7, and its expansion throughout allziBr&outh America and European
Capitals, the host country determinants of attvactess perceived initially, lost its meaning
and, others emerged as significant. From a sprirgtlategy to use Brazil, as a platform to
enter in Latin South America, in a clear waterfgthlategy, is explained by Johanson and
Mattson’s (1993), network approach where, througliness networks coordinated from
Brazil, was able to gain critical mass and synergirat allowed him to reduce uncertainty, in
culturally distant markets and, at the same tinajfig access, to market opportunities, in

other places. The development of network of pastmps, customer’s loyalty programs and
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global reservation systems has been a facilitataggor in countries perceived with less
attractiveness by the first movers. As the compaxpands globally in a geocentric attitude
(Perlmutter, 2001), in a spirit of greater coordima skills and enhancing the reputation
international some strategic factors emerge, ovkihg the location advantage factors seen
before.

Through the cross-case analysis, all the casecjpaits’ managers perceived that they could
take advantage of their knowledge-based competéantess competitive markets with strong
cultural affinities, confirming that there were nmly the location specific advantages that
were responsible for international engagement aeréain market, but its combination with
firms ownership advantages. It is not confirméayt factors related to the location itself, may
be able to promote the internationalization (BugklE995).

What emerged in the cross-case analysis is that,cHse participants realized that the
combination of their competitive advantages, witbantain market conditions, allowed them
to offer a more efficient service, than the hostirdoy rival hotels. According to Dunning,
(2002), the combination of firm ownership advantgeith thelocation specific advantages,
can play an important part, in determining wheresgtment can occur.

To explain the extent, to which stimuli proactipesitively influence, the countries with high
levels of attractiveness, is essential to obsehe relationship, between the company
ownership specific advantages with the CPs mangggrived location advantages. It was
found in the first research proposition (RP1), tivenerships advantages, initially perceived
by firm’s managers, were essential for gaining atikvge over the local companies, according
Dunning (2001) eclectic theory. This ownershipsadages, were mainly based on unique
resources and related competences, which in the €&s, ranging from, using their tacit
assets (Operational management skills and magketmpetencies) to their reorganization
in a more efficient way, in an appropriate locat{ability to generate and utilize knowledge,
from existing business networks acquired in domewstrket).

In the first phase of the expansion of internatidrtdel groups Portuguese, it was witnessed a
relationship between the competitive advantageer&ional and marketing skills, within
privileged information with main clients and netkasf European tour operators) and the
advantages of location, based in developing casitiwith easy access to strategic assets. To
meet those competence-based ownership advantage® kcation specific advantages
emerged as the most relevant. It was mentioned By, e market size and the potential

market growth in the touristic sector, the cultysabximity, the social and political stability
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and governmental incentives. It was also obserkatithe level of country risk not weighed
as a factor in the choice of market. It is cleatthn a market, with these advantages, the
perceived level of risk, associated with the explon of an opportunity, is residual (Go, Pyo
et al., 1990).

It was confirmed that in groups with fewer resosrcthe weight of the incentives and
cooperation with the local governments were mom@siee for international involvement. In
the particular case of CP3, the incentives for stwent by the host country acts as a
substitute for competitive advantages based ore gealburces and internal competences. In
this particular case, was decisive the action efaéhtrepreneurial manager that, without the
support of internal competitive advantages, vewmtur@ the international market.
Entrepreneurship has been further defined as teetifitation and pursuit of opportunity
regardless of the firm’s current resources (Stewen&Jarillo, 1990). This evidence
reinforces the close connection between the managgr as internal stimuli, both in the
firm's decision to internationalize as in the madd®ice strategy.

It was found in some cases ( CP1, CP3 and CR4i)the location advantages seen as host
determinants for market choice, like the accessatural resources, like landscape, wild
nature and front-side private beaches, were pexddby CPs as firm ownership advantage.
This confirms the Rugman’s (2010) observations alunning’s eclectic model, where
sometimes it's very difficult to make the distirmti between ownership and location
advantages. According to Dunning’s (1993), sometienkost country location advantage can
be transformed in ownership advantage. Moreovewais also observed that, not all CPs
ownership advantages were based on intangiblesasas¢d on human tacit skills. It was seen
that in the case of CP4, CP6 and CP7, alongside thié competence-based ownership
advantages coexisted other type’s advantagesdhaieow influenced the perceived location
advantages identified by other CPs as ideal fordéneelopment of international activities.
These others advantages identified in the liteeatas the transaction-based ownership
advantages, such as, scale and scope economidsuameéss networks, clearly pointed to
other kind of perceived location advantages. Soowation factor loses “significance” in
favor of the predominance of the strategic owngrstilvantages of internalization when the
market demand is replaced by the search for stcatsgets (Cantwell, 1989; March, 1991
and Kogut, 1992).Given the above analysis we caecthat not all CPs perceived the same

locational advantages taking into account their enship advantages.
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Table 28 — Results from micro analysis of Rese®mposition (RP2b)

CP’s CP1 CP2 CP3 CP4 CP5 CP6 CP7
IME medium medium medium medium low medium high
Scale Resources Scale
Resources
Operational and
Marketing Scale Network
Competences Resources Manager’s Competences
privileged
Complexity of Scale Operational Relations Reservation
product Resources and systems and
Network Network loyalty program
9 Scale Economics Operational . | Competences ) Competences
g Manager’s Operational and
o & and - Scale
= Marketing privileged Complexity Network Marketing i
% 'c': Relations Competences Economics
S o Reservation systemg Competences of Competences
o 'g)_ and loyalty program product Reservation
o Manager’s systems and Economies of
Relations loyalty program | combined offer
privileged Reservation
systems and Vertical and
loyalty Horizontal
program Integration
Brand
Image
Market Size X X X X X X 0
Natural
XX X XX XX 0 0 0
Resources
Market Growth
) XX XX XX XX XX XX X
g Potential
=3 o
g Political and
g ) - X X X X X X XX
_§: Social stability
© Low Market
5 ) XX XX XX 0 XX 0 0
g Competiveness
n
< Local
=] governmental X X XX 0 X 0 0
[&]
S incentives
Geographic
. X 0 XX 0 X 0 0
distance
Cultural Distance XX XX XX X XX XX 0
Global Strategic X X 0 XX 0 XX XX

0 - Not referenced by any of the sources

X - Mentioned by one of the sources but considefdittle relevance by case participants.

XX - Mentioned by all the sources and consideréevemnt by case participants
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According to the CPs the statements analysis, twasea relation between the two types of
firm ownership advantages and the location speatficantages with a positive influence in
the market choice behavior. Despite of that, nesertheless true, that in the case of the late
starters and in more advanced levels of internati@ngagement the location specific
advantages based on the country attractivenessdetstminants are replaced by strategic
host determinants as seen in Table 28, thus, ti2é Mot fully verified by all study cases.

The third strategic move to teste is the entry mdumce. According to most of the literature
and theories, this strategic choice is based,arbtlance between risk and return. According
to Agarwal and Ramaswami (1992), it is expectetldheompany chooses an entry mode that
offers a higher return on investment based on Wgkhin this strategic dimension for this
sub-proposition the determinants factors relatethéomodel Hill et al. (1990) were chosen
(Table 5) According to the author, there are variablesteeldao the environment, specifically
those variables, that are directly associatechedhbst market and the transactional variables,
that are linked to companies resources and compegett was found during the interview
process, there are still, the global strategicaldess that influence the mode entry choice,
which was not considered in the initial model.

Supported by Barney’s (1991), theory of resouré#\() the entry mode choice cannot only
be determined by the specific advantages of thepeoyy but also by the perspective of the
company to internalize resources and competentlas. proposition, clearly identifies, the
nature of competences and the host market chasi®gras determinant factors on the entry
mode choice, as well as the factors, related taogportunist nature in the process of assets
acquisition. As can be observed in previous anglyisiere was a predominance of direct
investment in the host countries in all CPs. Acoaydo Lindquist & Tallman (2002), the
OLI model of Dunning (1980, 1988) could explaintgarar forms of direct investment (FDI)
by using the theory of internalization, within tiransaction costs approach of Coase (1937)
and Williamson (1975). These authors argued treaethergence of multinationals and direct
investment is the result of market failures. Acaoogdko Contractor and Kundu (1998) a hotel
company opts for a less costly way of entry in saad equity, when market imperfections
are minimal. In general, market imperfections argsoaiated with inequalities in
competitiveness between countries, with levelsibém@nt economic and social development.
The eclectic paradigm (Dunning, 1993) also suggtms the advantages of internalization

and location are closely linked. Therefore, thedtlwondition of the eclectic theory, suggests
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that not only the internalization of ownership acheges are levered by the perceived location
factors, but also, that there are significant biémedssociated when the knowledge-based
ownership advantages . According to (Rugman, 20i0punning’s reasoning, there is a
linkage between ownership advantages competeneetaasl internalization advantages.

So, within the previous theoretical framework, irmwating the firm competences
advantages and manager’s perceived location-spadiiantages, the P2c¢ advocates that, due
to the knowledge based competences within an oppistic market approach in countries
with high levels of attractiveness, the Portugubetel firms show a higher tendency to
choose high control entry modes, within equity catnrant decisions.

Knowing that, the proactive stimulus for CPs intgional engagement are competence and
knowledge supported by market opportunities in @mnegr markets, therefore, in the
Portuguese hotel sector, the selection of equisgtantry mode is, positively influenced, by

organizational proactive stimuli and high levekolntry attractiveness. (Figusg

Figure 25 - Second Assumption of RP2

Organizational proactive High level of country
stimulus attractiveness

P2c+

The selection equity based
entry modes

In line with the within and cross-case analysiBigh degree of control was found in the hotel
operations with direct investment, in a clear higkset commitment, by all the case
participants in their international engagement. Thee participants argued that the factors
that led to a high index of internalization of aittes and direct investment have to do,
essentially with two factors. According to the poes analysis, these factors were related to
the host country environment and with transactioeesfic variables, in a clear agreement
with theoretical arguments above described. Thifa@ssociated with the environment and
related to the host country determinants, suclthasgonditions of supply and demand, were,
according to the case participants, the most inapbrtactors to justify a high level of asset
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commitment within high levels of control, confirnghe existence of market failures as key
factor for internationalization in accordance withe Buckey and Carlson (1976)
internalization theory.

In this particular study, the host country detemmits, such as, the potential touristic market
growth and the weak competitiveness in the toussetor, was crucial to the emergence of
market failures, leading to an asset commitmetitenentry mode choice.

In the early phases of international engagementag found in the majority of CPs some
reluctance in adopting cooperative forms of operatnanagement, in a clear concern of
preventing opportunistic behavior, retaining as sgue their ownership advantages.
According to the analysis on the previous chapkes,occurs mainly due to the intangible and
tacit nature of the assets that made possible tmpetitive advantages perceived by
managers that leveraged the international engageifigis behavior is supported by Dunning
(1980), where there is a positive relation betwdensubsistence of a particular know—how,
the related tacit competences and the control efaipns.

Another important factor, in the analysis and obagon of the facts, was the emphasis given
by case participants, in the ability to retain nenarket knowledge within full control and
ownership entry mode. This finding is related towalespread desire from the case
participants, to reach a critical dimension in @egi market, favoring synergies among the
various operational units (hotels), increasingittiernal efficiency. According to Williamson
(1979), the use of contracts may lead to a dispersi acquired and potential knowledge,
resulting in a reduction of ownership advantages.

Unlike an evolutionary pattern regarding the matetice strategy, due to different types of
ownership advantage and international market emgage in the entry mode strategy it was
observed that the pattern of strategic behaviorameed unchanged throughout the different
stages of international engagement within differaatkets contexts. This finding was mainly
justified by the weak international experience abstnCPs, and their perception that the
internalization of its activities was fundamental the process of international market
consolidation through the exploitation of econonoéscale and other synergies associated.
This common attitude of a direct exploitation okets by the CPs is consistent with the
theory of transaction costs (Coase, 1937; Rugmai)l9vhere firms decide to explore
directly their assets because the transaction emsthigher than those benefits that would be
obtained in the internalization of its activitigsccording to previous the cross-case analysis,

and the confirmatory questionnaire (annex O), is a0 found, an emergence of strategic
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global variables, not identified initially. In CRexpansion to more competitive and structured
markets, the equity-based mode is a way to get teerbéevel of coordination within
multinational operations and to balance, the ris&iof their asse{sable 29)

So, there were also other factors that positiveflyence an entry mode strategy on high level
of asset commitment and low level of cooperatiomatel operation. As seen before in the
precedent research proposition, due an evolutidgheotompetence-based stimuli the validity
RP2c for early stages of international engagemesed power as global strategic factors

emerged.

Table 29— Results from micro analysis of Researop@sition (RPQ

Case
o CP1 CP2 CP3 CP4 CP5 CP6 CP7
Participants
International Engagement ) ] ) ) ] )
evel medium | medium| medium medium low mediun high
eve
Tacit level of competences XX XX XX X XX X X
Complexity level of product XX X X XX XX X X
Host market determinants XX XX XX X XX X X
Strategic global factors X X 0 X 0 X XX
Level of Asset commitment mixed high high high ghni high mixed
Level of control high high high high high high hig

0 - Not referenced by any of the sources
X - Mentioned by one of the sources but considefditle relevance by case participants.

XX - Mentioned by all the sources and considerdelent by case participants

This fact is on line with the evolution of Dunnisg(1988) eclectic theory, where the

competitive advantages initial ownership does xpian the involvement and development

of international business activities. Although #hgsobal strategic factors are not competence
based, they are associated with the possessiartanigible assets related to coordination and
efficiency of international activities with a pase impact on capturing lower transaction

costs. Also known as transaction ownership advastathese perceived advantages are
linked to motivational proactive stimuli of CPs twitleep international engagement (CP7,
CP1, CP2), and CPs considered as late startersd@PLP6). Thus, taking into account the

above findings, RP2c is fully verified in all cgsarticipants.

8.3 - Conclusions

The importance of this chapter is to summarize th# range of research in general

conclusions. Without missing the general objectiséshe study this part of the research
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attempts to create a common thread among the ptigmss trying to be clear as possible in
answering the research questions, taking into atdbe qualitative character of this study.
This research sought to explain the main motivation the firm’s international engagement
and understand the effects of motivational stinouithe developed strategies by the case
participants in the international market. Afterifygeng the extent to which the case studies
support the propositions of the model, a final mMades proposed that, somehow, can explain
accurately the behavior of companies. Therefdne, ihitial theoretical framework, was
rebuilt to include others variables and explaineothehaviors that were not framed in the
initial model. Thus, taking into account the hatishature and semi-exploratory of the
research, a final proposition model is presenteghimble a better explanation of the observed
phenomena and if possible to generalize it to thelgvpopulation. Given the complexity of
the model, and the number of variables involveé, ¢bnclusions follow the two research
guestions (RQ1 and RQ2) within the propositiong,théier data analysis, were considered
relevant to the study.

RQ1 -Why do Portuguese hotels engage in internationalperations?

It was found that the combination of proactiveemil and external stimuli drives initially
the Portuguese hotel groups to international markeincerning the internal or organizational
stimuli, they were mainly sustained by marketingemtional and relational competences.
The external stimuli were mainly supported by maxgportunities identification, based of
confidential and institutional information, parpeitions in trade missions, fairs, formal and
informal contacts with trade associations and menamivileged knowledge. It was the
combination of these factors, within the firm mae&g entrepreneurial attitude and
international vision that triggered the processtdrnationalization.

In a second phase, as far as the hotel groupsas®ulethe international engagement, other
competences became fundamental to the internatiomalvement, taking into account the
changes that have been occurring on internatiorerkets and the hotel firm’s growth
ambitions. These changes had impacts on the miotivand related stimuli that supported the
international activity. If by one side, the leveld competitiveness increase in these
developing economies due a positive macroeconomioluton and geostrategic
developments, simultaneously, since 2001 in theedtioy market there were clear signs of
stagnation and decline in tourism activity. Thahtngency has resulted in a reaction from

Portuguese hotel groups, regarding the naturaratikis for international engagement. There
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was a clear commitment towards the consolidatiomfafrmal and formal networks, with
local partnerships, in order to create roots anstasu more efficient the international
operation. Hence the change in the primary motwatinitially based in market seeking
motivations, turned to a more strategic approaess based on tacit competences exploitation
within efficiency seeking motivation.

At an external level, a systematic market apprcaderged, with an orientation to strategic
assets acquisition, taking into account the newilprof demand and hotel groups’ growth

ambition.

Figure 26 —RP1a proposition

Organizational stimulus:
-Marketing and Operational
Competences based
-Management Experience and
Entrepreneurial based

Triggers the
Pia + international
engagement

Environmental stimulus:
-opportunity in foreigner market
based on unstructured and informal
information
-host country incentives

Given the findings found in previous sub-chaptee, first proposition (RP was divided into
two sub-propositions to better explain the intaorel engagement process. The;RPgure

26) emphasizes the nature of proactive stimuli, witchmed the basis for the decision to first
international involvement and related initial attyiy The RRy, (Figure 27)is oriented towards
the development and maintenance activities in mational markets. Firstly, the international
engagement influence positively the appearancetluére types of competences within a
systematic and strategic approach to internatiomaket. Secondly is the emergence of an
internal reaction due the decrease in the dematigbiafitability on the domestic market with

positive effects on the international engagement.
Figure 27 —RP1b proposition
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Organizational stimuli :

-Networked, coordination and
synergy based competences
-Coded based competences

International
engagement

Piab +

Environmental stimulus:

-Domestic contingency based
-Systematic international market
approach based on strategic
location and growth efficiency

RQ2 - How do Portuguese hotels firms develop strategiein their internationalization

process?

Related to this research question, there are twwens attached. The first has to do with the
description of strategic options that were undemaky Portuguese hotel groups, in its
internationalization and, the second, the verifaraif the motivational drivers /stimuli that
supported the above mentioned internationalizativewe a positive influence on those
strategic options. Although the propositions camgdiin this research question, have not been
fully verified as seen before, some patterns wdemntified and somehow, could form an
answer that can be generalized, to the entire ptipal

Starting with the time delay pattern, it was codeld that, in all cases with exception of CP3,
the experience at domestic market was essentrahuitdding of resources and competences
which allowed the hotel groups to take the stemt#rnationalization. This reality, coupled
with the emergence of external factors on the magonal market and the entrepreneurial
spirit of hotel manager, had influence on the tioday till international engagement.
Concerning the market choice orientation, it wasoalound a pattern of behavior, in
Portuguese hotel groups, on the first phase ofniat®nal engagement. The orientation and
concentration, within one or two markets of the dpisone expression countries, with close
cultural proximity were a widespread option. Thewsarkets situated in economically
unstructured developing countries, were very ditracfor hotel groups, concerning its
potential tourism demand and the product similavigh one already developed in the

domestic market. The existence of similarities leetwthe hotel product to be developed in
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the host market with the type of knowledge heldPloytuguese hotel firms, were an essential
factor in the market choice strategy.

It was also found, as the motivational stimuli st evolving, the perceived location
advantages were also changing. It was observedthbalevel of hotel firm’s international
engagement and the contingencies arising from ¢veldpment of these markets influenced
the types of host market determinants and thergfioeemarket choice.

Concerning the entry mode strategy, it was obskareoverall pattern of investment based
on acquisition assets with a high degree of contneér the hotel operation, due the
characteristic of the host markets, the compleaityhe hotel product and the tacit nature of
the hotel group’s knowledge. As firms engage deemternational markets, global strategic
variables emerged as determinants for entry moaécehthat, in some way, adopting a
positively more cooperative behavior.

Given the findings described above, a dynamic dspé&dnternational engagement was
introduced as a determinant factor, assuming #matfirm engage in international market,
others motivational stimuli emerged and, thereforiience in another direction the strategic
options pointed in the initial model.

Through the international engagement, uncertaiftgut the foreign market is reduced,
leading to a decrease or increase in the percepfiomarket benefits and, in later case, those
change perceptions can trigger the market choideeatry mode (Calof & Beamish, 1995).
As firms learn more about the new markets, othpedyof resources are committed and the
strength among the different parts of the firm rewvincreases. So, the perceived risk is
reduced, and the perceptions of the psychic distaacdiable as a benefit can be reduced as
the levels of network synergy increase. Internai@ation has to be understood as a dynamic
process. Despite the fact that the stage modeéently simplify the complexity of change,
the Johanson & Vahilne’s (1977) stage model is tetpfunderstand this context (Williams
& Shaw, 2011). They argue that, in early stagesmtdrnalization there is a propensity to
focus on “psychically close” markets, in termsuifure, language, and business practices. As
firms learn through experience, in later stagegyttend to invest in more “psychically
distant” markets. Firms with more internationgbexence tend, towards a more polycentric
attitude and therefore, show confidence in thessgae local partners (Darder, Garcia and
Barber, 2010). Market choice in the early interoiadil stages is a consequence, mainly of the
interaction between internal resources and perdelgeation advantages. In later stages,

others determinants will affect the firm’s growistrategy (Andresen, 2004). As firms
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internationalize, the number and strength of refethips among different parts different of
network, increase. As internationalization is baspon the organization’s set of network
relationships and coordination competence, rathen t company-specific advantages,
externalization opportunities can emerge and tbegef

Ps— In the Portuguese hotel sector, the internatioretigagement influence positively others
strategic choices.

In line with the previous findings, and followingsemi-exploratory research approach, the
final results were summarized in a final model (FF&.g) In this revised model, all the

motivational stimuli factor that led the Portugudsatel groups to initiate and develop
activities in international market are highlighted, well, it's influence on the Portuguese

hotel groups strategic choices.
Figure 28 - Revised Model

Environmental stimulus:
-opportunity in foreigner market
based on unstructured and
informal information
-Host country incentives
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Apart from the separation of international engag@mmto two stages for a better
understanding of the facts, the emphasis also gutbe introduction of the international
engagement as a determinant factor with positifltagnce in the appearance of others types
of motivational proactive stimuli. As a consequenathers determinants factors emerged in
the market entry mode choice.

That is, the higher is the international level ofernational engagement; the lower is the

positive influence between the initial drivers ahd CPs strategic choices. Another aspect to
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take into account was the fact that not all driveositively influenced a particular strategic
behavior, there are even a few, that negativeljuenced it, so accordingly, the nature of

these findings was also added to the final model.
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9 - Theoretical contributions and managerial impli@ations

9.1 - Theoretical contributions

Although this study is based on a model, built aevpusly theories of international
management, its orientation to other fields of gtadd its focus in the small market made it a
very rich subject of research, with respect tocistribution to the academic sphere, with
broad implications for business management.

Compounded by the fact that the hotel industrtils poorly studied and its expansion is a
recent globally phenomenon, there is a dynamismdaretsity that makes its study possible,
in various perspectives. Taking this into accowand, adding the goals defined in the
introductory chapter, significant points of intdres relation to its contribution, to future
research and business practice, were summarizeédhiginlighted as academic contributions.
Focusing on the contribution to the academic scapd,following the initial purposes of the
study, the emphasis first goes to the achievemeatdeeper knowledge, of the motivational,
and stimuli factor, on the process of internatiadion. At this level, the results are the
evidence concerning the importance of the inteamal external stimuli, in the international
engagement, as well as its influence on relatethbss strategies. Another important aspect,
yet not clear, is the question of the conceptstardinology related to the motivation topic in
international business. It became clear there afépte kinds of stimuli, which influence the
internationalization process, in different wayshicibbuting to a greater or lesser motivation,
for international involvement, at both the indiveduand the organization itself. Also, in
accordance with some warns and doubts expresssuimie studies, it has been clarified that
the international involvement is a dynamic proctss consists of steps, often difficult to
describe where, one ends and another, beginssitdy identified and introduced in the final
model, two fundamental steps in international imeohent. The first is the exit for the
external market, while the second is the consabtdain the international market. Both of
these are induced, by organizational and enviromahestimuli, in a first phase, and, in a
second phase, by global strategic stimuli. Thests fand respective findings are an added
value to the studies, in the area iofernationalization motivations. There is a lack of
knowledge, regarding the factors that drives exptitudes (Leonidou, 1995) and, has been
little effort to examine internationalization mass, what they relate to, as well as, what they
are influenced by (Pett, Francis and Wolff, 2004).

243



Another contribution is the broader view of the pbmenon of internationalization, adjusted
to an explanatory view of organizational behaviamsgl practices. The integration of different
theoretical perspectives, already practiced in setudies in the area of internationalization,
has not been developed to its maximum potentiahgban added value to explain the
phenomena, within its complex behaviors. The effecintegration of economic paradigms
with the behavior theories, and the resource bappdoach, is one of the major contributions
of the study. Wright and Ricks (1994) called fasearchers to examine international business
issues, in an integrated multidisciplinary way, hfoung et al (2003) called for more focus
on the environmental and institutional approaclhssyell as, innovation and resource-based
perspectives (Coviello et al. 2011).

Also noteworthy, is the contribution in the area ioternational entrepreneurship by
strengthening the role of entrepreneurship, onhtamel, as a individual act result, within pre-
existing social networks, established by managamnd, the management team, in previous
business experiences, and, secondly, the impatttiofporofile on the firm’s behavior. The
explanatory model, proposed and successfully teseti@s on the fact that the Portuguese
hotel companies have a proactive involvement, ngaishlie, the profile of the manager, the
nature of firm competences, the existing networks environmental context, filling the gap
identified by Zahra and George (2002) who propasembmbined study of firm’s resources
and capabilities and entrepreneurial orientatioeupp and Gassmann (2009) called for more
theoretical integration in International entrepnanskip research. The recognition and
introduction of entrepreneurship, beyond the bussir@riented technology, is also a way to
open more horizons, in the study area of internati@ntrepreneurship, according to Jones’
(2004) recommendations.

Developing a broader view, beyond the simple passeof resources as a determinant factor
of international engagement, such as introducinfferdint types of competencies, as
generating competitive advantages, is also a necajatribution of the study. This, in line with
the recommendations of some authors that acknowldg study and analysis of the
competencies, also called capabilities, as a waxpbain the international involvement. This
dynamic approach, based on the premise that th@etemces of the firm defined by Day
(1990) are a “complex bundle of skills and accurmdaknowledge that enables firms to
make use of its resources”, was positively testedthis model, in two ways. First, the
exploitation of home capabilities advantages, whielp to create structures and routines,

focuses on opportunity recognition and exploitatiand, secondly, the exploration of new
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capabilities through a learning process such agurees coordination and networking. The
present study shows the importance of the expiotabf marketing and operational
capabilities, as well of, the exploration of othmympetences, such as local and global
networks, in the international engagement.

The evidence found in the study reinforced the dynacharacter of the process of
internationalization and pointing out some gapsntodels previously studied. According
Rugmann (2008) there is a need to incorporate etmgibles strategic character that can best
explain the link between the determinants of Dugrri.l equation.

Concerning the importance of the qualitative methogly of multi case study, and its
suitability for this topic of study, it reinforcabe recommendations made by researchers in
this study area, where there is a demand of degpelitative orientation and focused on
specific sectors. The dynamic nature of export fameigner direct stimulus, requires more
sophisticated methodologies, with greater empl@sisngitudinal, cross-cultural and single-
industry approaches (Reid,1981; Albaum and Petet984 and Thomas and Araujo, 1985).
The complex character of the motivational stimuloglies that, more qualitative data
collection methods, such as personal interviewulsh be employed, using variable
measurement based on multidimensional qualitatoedes, examining its frequency and
importance (Leonidou, 1995).

Applying within and cross-case study analytical rapgh, the study achieves empirical
evidence, regarding a sector where informationsand related empirical studies are still
scarce. This pioneer work has great potential icagibbns, for the future of the research hotel
sector.

Thus, and, taking into account, the response tstores raised in the introductory chapter
scents for a comprehension of the importance okworterms of theoretical implications, we
emphasize essential aspects to the understanditiig diehavior of hotel groups in Portugal,
on their international involvement, where hotel mgers, can benefit from an understanding
of the whole process.

A better understanding of the potential of compeites) acquired domestically in exploring
market opportunities, is an aid to companies thatcansidering expanding to other markets,
thus, preventing the dispersion and improper usecafce resources and competences. As
evidenced above, the knowledge of evolution andbseconomic context of foreign markets
was considered, by the present investigation, dwtant for the strategic behavior of hotel

groups in their international engagement. Consdfyyem prior knowledge of these
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determinants will be a valuable guidance, facilitgitwork to possible followers. So, taking
into account, the positive growth of hotel groupsinternational markets, this work points

directions, founded in the experience and behafiocase studies.

9.2 -Limitations and suggestions for future researc

Despite all the aforesaid contribution, some litita should be stressed, in order to provide
better guidance to future researchers, interestéuis area, never forgetting the limitations of
time and resources that imposes a doctoral thEsesmain limitations of the study are related
to the cross-sectional nature of the study andaneple’s size.
Despite the appropriateness of the extensive opdaeeface-to-face interviews for testing the
initially propositions, based on the dynamic chtgamf the subject, the adoption of a
longitudinal approach, would have been more aceui@towing the development in time,
and the causal relationships between the drivedstiae strategies adopted by companies.
Although it was trying to capture past events, @nésboth in interviews, and in other
secondary information collection, this approachigseon the problematic of the past events
and possible rationalization by the respondentshodigh a triangulation effort of these
sources was done, combined with a careful seledtidhe actors implicated in the collection
of information, it is possible that something maeuld have been done, to avoid some
existent errors.
The use of a non —random sampling, representatitleecpopulation, and the related size of
the sample, may have influenced the results, dsineee are no guarantees that the chosen
companies were the most appropriate, for estahlisbtandards of behavior. Leaving out
companies with identical profiles, is no guarantderepresentation itself, but a result of
constraints of time and resources. Thus, due ssimdl of the sample and characteristics, it
was not possible to test the model statistically.
Being a predominantly qualitative approach, thecess of having the best possible
interlocutor to observe and collect the best pdssiiformation, proved to be a very difficult
task. By collecting and researching in secondatyc®s, it was suggested the participating
firms, the names of managers who would be beseglas answer our questions. In some
companies, these are not the first choices thabledlding a confirmatory questionnaire, with
another domestic player to try to capture the makbt information, through triangulation of
evidence. Yet, there can still be cases whereutdchave gone further, with more focus on
reliability and adequacy of information sources.
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The deductive character of work, with anticipatedrarios, may also be pointed out as a
weakness, to some degree, interfering in the daltaction procedures. Although the work
allowed some exploration and alternative scenantsr determinates and explanations for
the phenomenon could emerge, if the option passed inductive model of research, with a
more exploratory character, thus avoiding any poditg of biased conclusions.

Therefore, the set of implications and weaknedhisfstudy, may lead us to a future research
agenda, in the direction of a better understanding refining of the above-mentioned
determinants. Although, one more piece of the pumfjarding the comprehension of stimuli
and motivations in the involvement of internatiomaitel groups was added, one could go
further in empirical knowledge, if it had coveredcr and small businesses, exploring
further, the entrepreneurial component of the qorestMoreover, future studies could seek to
complement this study by identifying factors thatmotivatea decision to internationalize.
Since most companies are not internationalizeddystg the factors that may inhibit
international involvement may be a way to incremsrhprehension of the motivations, and
stimuli, of international engagement. At the sameet it would be possible to increase the
sample size, thus enabling a quantitative dimensiofuture investigations, in this area of
study. Another missing link, in this research, he performance. Although it was deduced
that a good performance, in the domestic markeg a&ey factor for the hotel group’s
motivation, encouraging the involvement in the in&tional market, it would be worth
exploring, in more detail, the performance dimensiovith a more rigorous look on their
impact, in the motivational factors, within orgaatibnal levels. Another issue that emerged
in this reserach and still undeveloped in empirabhas to study the relationship between the
shareholder status of the manager and the interrsdtengagement and even the influence of
ownership structure on the all international prgces

Finally, in terms of the methodological researciprapch, the recommendation leads to the
inclusion of a more longitudinal aspect of the dadlection and analysis, as a way to capture
the dynamism of the internationalization procesy, dapturing more accurately, the
relationship between motivational stimuli, the mi&ional engagement and related firm

strategies.

247



10 - Bibliographic References

Aaby, N., & Slater, S. (1989). Management Influenoa Export Performance: A Review of
the Empirical Literature 1978-88. International Keting Review, 6(4), 7-26.

Achrol, R. S. (1997). Changes in the theory of rirdeganizational relations in marketing:
toward a network paradigm. Journal of the Acadefmyarketing Science, 25(1), 56-71.

Acs, Z. J., & Audretsch, D. B. (1993). InnovationdaFirm Size: The New Learning.
InternationalJournal of Technology Management, &2)35

Affolter, D. (2001). The tourism marketplace: Neallenges. In A. Lockwood & S.

Agarwal, J. P. (1980). Determinants of Foreign EBirelnvestment: A survey.
WeltwirtschaftlichesArchiv, 116, 739-773.

Agarwal, S., & Ramaswami, S.N., (1992), “Choicg~ofeign Market Entry Mode: Impact of
Ownership, Location and Internalisation factorg’Journal of International Business Studies,
Vol.23, No.1.

Aharoni, Y. (1986). The foreign investment decisiprocess. Boston: Harvard Business
School Press.

Aharoni, Y. (2010) International business researcboking back and looking forward.
Journal of International Business Management, 11, 5-

Ahmad, G. (2005). “Small Firm Owner-Managers”, Netiss in Tourism and Hospitality.

Albaum,G.,Duerr,E.(1989), International MarketingdaExport Management. Prentice Hall,
Sixth Edition

Alexander,N., & Lockwood, A. (1996). Internatiormdiion: A Comparison of the Hotel and
Retail Sectors. Service Industries Journal, 16(83-473.

Alexander, N., & Lockwood, A.(1996). Internatiormdtion: A Comparison of the Hotel and
Retail Sectors. Service Industries Journal, 16(83-473.

Altinay, L..(2006) The internalization of hospitglifirms: factors influencing a franchise
decision-making .process. Journal of Services Marge1/6, 398

Amorim, C. (2000). Global Consultancies: Determisaof Market Entry and strategies for
Conquering Clients in Foreign Locations. Paper game=d at the EIBA-European Business in
the Global Network, Maastricht.

Anastassopoulos, G., Filippaios, F., & Phillips, (B007). An ‘eclectic’ investigation of
tourism multinationals’ activities: evidence frommethotels and hospitality sector in Greece.
London: Hellenic Observatory, London School of Emmiics and Political Science.

248



Andersen, O. (1993). On the Internationalizatiomcdess of Firms: A Critical Analysis.
Journal of International Business Studies, 24(@9-231.

Anderson, E., & Gatignon, H. (1986). Modes of fgreentry: A transaction cost analysis and
propositions. Journal of International Businesgits, 17(3), 1-26.

Andersen, O. & Kheam, L. (1998). Resource-basedryh@nd international growth strategies:
an exploratory study. International Business Reviéw. 63-184.

Anderson, O.Buvik,A.(2001) Firms internationalizati and alternative approaches to the
international customer/ market selection. Inteoval Business Review 11, 347-363

Andersson, P. (2002). Connected internationalingpimcesses: the case of internationalizing
channel intermediaries. International Business &eyiL1(3), 365-383.

Andersson, S., & Wictor, I. (2003). Innovative Imtationalization in New firms: Born
Globals -the Swedish Case. Journal of Internati@malepreneurship, 1(3), 249-275.
Andersson, S., Gabrielsson, J., & Wictor, I. (20@9rn Globals' foreign market channel
strategies.International Journal of Globalisatiod &mall Business, 1(4), 356-373.
Andersson, Svante.(2004) Internationalization iffedént industrial contexts. Journal of

Business Venturing 19, 851-875

Andersson, UIlf. Forsgren, Mats. (1996) SubsidiammbEddedness and Control in the
Multinational Corporation. International Businessview 5,487-508

Anna Morgan-Thomas and Marian V. Jones Post-entgynmationalization dynamics:

Appadurai, A. (1995). Counterworks: Managing therddsity of Knowledge. In R. Fardon
(Ed.),(pp. 204-225). London: Routledge.

Armistead, C., (ed) (1994). The Future of Serviddgnagement, Kogan Page, London,
UK,Baum, T., (1995)

Axelsson, B., & Agndal, H. (2000). Internationalipa of the Firm: A Note on the Crucial
Role of the Individual’'s Contact Network. Papergameted at the 16th IMP Conference, Bath,
U.K.

Baek, H. Y., & Kwok, C. C. Y. (2002). Foreign Exclge Rates and the Corporate Choice of
Foreign Entry Mode. International Review of Econosnand Finance, 11, 207-227.

Baird, I., Lyles, M., & Orris, J. (1994). The Cheiof International Strategies by Small
Businesses. Journal of Small Business Managemait), 318- 59.

249



Balakrishnan, K. (1975). Indian joint ventures a@moA case study of foreign investment
from the developing countries - A Research Propad$atvard Business School, Cambridge.

Ball, D., Lindsay, V., & Rose, E. (2008). Rethinginthe paradigm of service
internationalization: Less resource-intensive miakkatry modes for information-intensive
soft services. Management International Review4}%8(13-431.

Barafiano, A. M. (2004). Métodos de InvestigacdoGesatao: Manual de Apoio a Realizagéo
de Trabalhos de Investigacao. Lisboa: EdicGes &ilab

Barney, J.B., (1986a), Strategic Factor Marketgpdexations, Luck and Business Strategy.
Management Science; 32, (10), pp. 1231-1241.

Barney, J.B., (1986b), Organizational Culture: Mabe a Source of Sustained Competitive
Advantage? Academy of Management Review; 11, (3)6p6—665.

Barney, J.B., (1991), Firm Resources and Sustafdeohpetitive Advantage. Journal of
Management; 17, (1), pp.99-120

Barney, J.B., (2001), Is the Resource-Based Theoryseful Perspective for Strategic
Management Research? Yes. Academy of ManagemerviRe26, (1), pp. 41-56.

Barney, J.B.; Wright, M.; Ketchen Jr., D.J. (200Ihe resource-based view of the firm: Ten
years after 1991. Journal of Management; 27 (6)6pp—641.

Barrat,M.Choi,T. & Li,M.(2011) Qualitative casesudies in operations Managements:
Trends, research outcomes, and future researchicatiphs. Journals of operations
Management, 29,329-342.

Baruch, Y. (1999). Response rate in academic studde comparative analysis. Human
Relations,52(4), 421-438.

Baum, T., & Mudambi, R. (1996). Attracting hotelve@stment: Insights from principal-agent
theory.Journal of Hospitality & Tourism Researc(2), 15-29.

Baum, T., Mudambi, R., (1995) “Managing Demand Elations in the Context of Island
Tourism” in Island Tourism, Management Principlesl &ractices, Conlin, M.V., Baum, T.,
(eds) John Wiley and Sons Ltd., Chichester, UK.

Beamish, P. W. (1990). The internationalizationcess for smaller Ontario firms: A research
agenda. In A. Rugman (Ed.), Research in Globalt&jra Management: International
Business Research for the Twenty-first Century natia's New Research Agenda (pp. 77-
92). Greenwich: JAI Press.

Beattie, R. (1993). Internationalization trends tive European hospitality industry with

specific reference to hotel companies. UnpublisH&oD Thesis, Napier University,
Edinburgh.

250



Beattie, R.M., (1991), "Hospitality Internationaition: An Empirical Investigation”, The
International Journal of Contemporary Hospitalitamdgement, Vol.3, No.4, pp14-20.

Beckermann, W. (1956). Distance and the patternnob-European trade. Review of
Economics and Statistics, 28, 31-40.

Belkaoui, Ahmed.(1996) Internationalization, Diviécation Strategy and Ownership
structure: Implications for French MNE performant@ernational Business Review 5,367-
376.

Bell, J. (1995). The Internationalization of Sm@&lbmputer Software Firms: A Further
Challenge to Stage Theories. European Journalaokéfing, 29(8), 60 - 75.

Bell, J., McNaughton, R., & Young, S. (2001). ‘Bagain global' firms: An extension to the
"born global' phenomenon. Journal of Internatidiahagement, 7(3), 173-189.

Bilkey, W. J., & Tesar, G. (1977). The export babavof smaller-sized Wisconsin
manufacturing firms. Journal of International Besia Studies, 8(Spring/Summer), 93-98.

Billington, N. (1999). The location of foreign datinvestment: An empirical analysis.
Applied Economics, 31(65-76).

Birkinshaw, J. (1997). Entrepreneurship in multioiaél corporations: The characteristics of
subsidiary initiatives. Strategic Management Jolrkta 207-229.

Bjorkman, I., & Eklund, M. (1996). The sequence agerational modes used by Finnish
investors in Germany. Journal of International Mairkg, 4, 33-55.

Bjorkman, 1., & Kock, S. (1997). Inward internatednactivities in service firms: lllustrated
by three cases from the tourism industry. Inteomati Journal of Service
IndustryManagement, 8(5), 362-376.

Blois,K.& Ramirez,R.(2006), Capabilities as markd¢aassets: A proposal for a functional
categorization. Industrial Marketing Managementl827-1031.

Blomstermo, A., Sharma, D. D., & Sallis, J. (2006hoice of foreign market entry mode in
service firms. International Marketing Review, 23(211-229.

Blonigen, B. (2008). Foreign direct investment.SnN. Durlauf & L. E. Blume (Eds.), The
New Palgrave Dictionary of Economics (2nd ed.)gRale Macmillan.

Bloodgood, J. M., Sapienza, H. J., & Almeida, J(1295). The Internationalization of New
High Potential Ventures: Antecedents and OutcomBsbson Park: Center for
Entrepreneurial Studies, Babson College.

Bonetti, E., Petrillo, C. S., & Simoni, M. (2008)ourism system dynamics: A multi-level

Bostick, R. M., Pirie, P., Luepker, R. V., & Kofro®. M. (1992). Using physician caller
follow ups to improve the response rate to a phgsitelephone survey: its impact and its
implications. Evaluation & the Health Professiobs(4), 420-433.

251



Boudier-Bensebaa, F. (2005). Agglomeration econsrare location choice: Foreign direct
investment in Hungary. Economics of Transition,4)3605-628.

Bouquet,Cyril.Hébert,Louis.Delios,Andrew. Foreigner expansion in service
industries.Separability and human capital intensityurnal of Business Research 57, 35-46

Bradley,F.(2005)International Marketing Strateggafson Education

Bradley, N., 2007. Marketing Research: Tools anchriegques. Oxford University Press,
NewYork

Bramwell, B., & Lane, B. (2000). Tourism Collabacat and Partnership: Politics, Practice
and Sustainability. Clevedon: Channel View.

Brandenburger, A., & Nalebuff, B. (1996). Co-Opetit A Revolution Mindset That
Combines Competition and Cooperation. New York: Bleday.

Breda (2010) Networks relationships and the intionalization of tourism economy.
Unpublished doctoral thesis. Aveiro University

Brenen, L. & Garvey,D. (2009) The role of knowledgeinternationalization. Research in
International and Finance 23, 120-133.

Brida,Juan.Esteben,Laura.Risso,Wiston.Devesa,M20@9) The international hotel industry
in Spain;lts hierarchical struture.Tourism Managtried7

Brito, P. Q., Alves, J. A., & Silva, L. M. (Eds(2002). Experiéncias de Internacionalizacao:
A Globalizagéo das Empresas Portuguesas. LisbadrdCatlantico.

Brito, S. M. (2001). Investimento Direto Cruzado:Gaso de Portugal-Brasil. Unpublished
MSc Dissertation, Universidade Técnica de Lisbasbaa.

Bryman,A. Bell, E.(2007). Business Research Meth@dgord University PressBEdition

Brouthers,K.,Hennart,J.(2007) Boundaries of firnsights from entry mode research. Journal
of Managment,33 — 395-425

Brookes,M.& Roper,A. (2011)Realising plural — fortmsnefits in international hotel chains.
Tourism Management,1-12

Brown, J. R., & Dev, C. S. (1997). The franchisoanthisee relationship. The Cornell Hotel
andRestaurant Administration Quarterly, 38(6), 3-3

Brown, P., & McNaughton, R. (2003). Cluster Devetmgmt Programmes: Panacea or
Placebo forpromoting SME Growth and Internatioretlan? In H. Etamad & R. Wright

(Eds.),Globalization and Entrepreneurship: Policynd a Strategy Perspectives.
Cheltenham:Edward Elgar.

252



Brush, C. G. (1992). Factors Motivating Small Comipa to Internationalize: The Effect of
Firm Age. Unpublished PhD thesis, Boston Univerdggston.

Buckey, P.; Casson, M. The future of the multinaicenterprise, Macmillan: London, 1976.
Buckley, P. J., & Casson, M. (1976). The Futur¢ghefmultinational enterprise. London:

Buckley, P. J., & Papadopoulos, S. (1988). For&gect Investment in the Tourism Sector
of the Greek Economy. The Service Industries Jou&(a), 370 - 388.

Buckley, P. J., Casson, M., (1993) “A Theory ofelmational Operations” in Buckley, P.J.,
and Ghauri,P., (eds),The Internationalization effirm, Academic Press, London, U.K.

Buckley, P. J., Pass, C. L., & Prescott, K. (1992 Internationalization of Service Firms: A
Comparison with the Manufacturing Sector. Scandarav International Business
Review,1(1), 39-55.

Buckley, P., & Geyikdagi, N. V. (1996). A Theoreti&Explanation of International Tourism

Buckley, P.J., and Casson M.C., (1996),”An EconomMadel of International Joint Venture
Strategy”, in Journal of International Businessdstg, Vol.27, Issue 5.pp. 849-876.

Buckley, P.J., and Casson M.C., (1998),”Analyzingreign Market Entry Strategies:
Extending the Internalization Approach”, in Jouro&lnternational Business Studies, Vol.29,
Issue 3.pp 539-562.

Buckley, P.J., and Ghauri, P., (1993) The Inteamatiization of the Firm, Buckley, P.J., and
Ghauri, P.,(eds), Academic Press, London, U.K.

Buckley, Peter (2009)International thinking: Froime tmultinational enterprise to global
factory. International Business Review 224, 224-235

Buhalis, D., & Molinaroli, E. (2003). EntreprenealrNetworks and Supply Communities in
the Italian eTourism. Journal of Information Teclogy and Tourism, 5(3), 175-184.

Buhalis, D., & Peters, M. (2005). SMEs in Tourisin. D. Buhalis & C. Costa (Eds.),
Tourism Management Dynamics: Trends, Management @&odls. Oxford: Elsevier
Butterworth-Heinemann.

Burgess, C., Hampton, A., Price, L., & Roper, AA4R%). International Hotel Groups: What
makes them Successful? International Journal oft€dmporary Hospitality Management,
7(2/3),74-80.

Butler, J. E., Brown, B., & Chamornmarn, W. (2003nformational Networks,
Entrepreneurial Action and Performance. Asia Radiburnal of Management, 20(2), 151-
174.

Butler, R. (2001). Conclusions: Problems, challsngad solutions. In A. Lockwood & S.
Medlik(Eds.), Tourism and Hospitality in the 21ster@ury (pp. 296-309). Oxford:
Butterworth- Heinemann.

253



Butler, R. (2010) Tourism in the future: Cycleswss or wheels? Futures 41, 346-352.

Cabral, Manuel (2008), “Export Diversification ardchnological Improvement. Recent
Trends in the Portuguese Economy”, GEE pap¥s Abril 2008.

Caetano, J. M. (1997). As teorias do InvestimenieetD Estrangeiro face as recentes
estratégias de internacionalizacdo das empresasofia e Sociologia (63), 43-72.

Caldeira, C. (1998). O investimento direto das exs@s portuguesas no exterior nos anos 90:
Determinantes e consequéncias. Unpublished MSceas®n, Universidade Técnica de
Lisboa, Lisboa.

Caldeira & Ward, (2003) Using resource-based rihéw interpret the successful adoption
and use of information systems and technology imufacturing small and medium-sized
enterprises European Journal of Information Systevttdume 12, Number 2, pp. 127-
141(15)

Calof,J. & Beamish,P. (1995) Adapting to Foreigharkets: Explaining Internationalization.
International Business Review, Vol.4,No 2, pp, 1'B3-

Calvet, A. L. (1981). A Synthesis of Foreign Diréicvestment Theories and Theories of the
Multinational Firm. Journal of International BusgseStudies, 12(1), 43-59.

Cannabal, Anne.White, George.(2008) Entry modearebe Past and Future. International
Business Review 17, 267-284

Cantwell, J. (2000). A survey of theories of inefanal production. In C. Pitelis & R.
Sugden(Eds.), The Nature of the Transnational fmom 10-56). London: Routledge.

Cantwell, J. A. (1995). The Globalization of Teclogy: What Remains of the Product Life
Cycle Model? Cambridge Journal of Economics, B%-174.

Cantwell, J., and Narula, R.,(2001), “The Ecled®aradigm in the Global Economy”, in
International, Journal of the Economics of Busin&ss.8, No.2, pp.155-172.

Carmen, J.M., and Langeard, E., (1980), “Growtlat8tries for Services Firms”, in Strategic
Management Journal, Vol.1. 7-22.

Carvalho, & Sarkar, Soumodip. (2008) Estratégiasirdernacionalizacdo no sector do
turismo:Um estudo empirico.

Casson, M. (1979). Alternatives to the MultinatibBaterprise. London: Macmillan.

Castelacci,Fluvio(2009)The internationalizationfioins in the service industries: Channels,
determinants and sectoral patterns. Technolodtoaiecasting & Social Change 77, 500-513

Castro, F. B. (2000). Foreign direct investmenthi@ Europe periphery: The competitiveness
of Portugal. Unpublished PhD Thesis, University eéds, Leeds.

254



Cavaye, M.(1996). Case study research: a multitdglceesearch approach for IS. Information
Systems Journal, 6, 227-242.

Caves, R. (1982). Multinational enterprises andrtetogy transfer. In A. Rugman (Ed.),
New Theories of the Multinational Enterprise. Lond@room Helm.

Caves,R. (1996). Multinational enterprise and eocmnoanalysis (2nd ed.).Cambridge:
Cambridge University Press.

Caves, R. E. (1971). International corporations:e Tindustrial economics of foreign
investment. Economica, 38, 1-27.

Caves, R. E. (1974). Causes of direct investmeoteign firms' shares in Canadian and
United Kingdom manufacturing industries. ReviewEmonomics and Statistics, 56(3), 272-
293.

Caves, R. E. (1974). Multinational firms, competitiand productivity in host country
markets. Economica, 41(162), 176-193.

Cavusgil, S. (1980). On the internationalizationgass of firms. European Research, 8(6),
273-281.

Cavusgil, S. & Zou,S (1994). Marketing strategyfpenance relationship: An investigation
of the empirical link in export market venturesuthal of Marketing,58,1-21.

Chandler, A.D. Jr. (1962), Strategy and Struct@anbridge: The MIT Press.
Chandler, A.D. Jr. (1977), The Visible Hand; Had/amiversity Press.

Chang, S., & Rosenzweig, P. (2001). The choicentfyemode in sequential foreign direct
investment. Strategic Management Journal, 22(8),

Cheater, A. P. (1995). Chen, E. (1983). Multinagiorcorporations, technology and
employment. New York: St. Martin's Press.

Chen, H., & Hu, M. Y. (2002). An Analysis of Detemants of Entry Mode and its Impact on
Performance. International Business Review, 11-192.

Chen, J. J., & Dimou, I. (2005). Expansion stratefjynternational hotel firms. Journal of
Business Research, 58(12), 1730-1740.

Chen, M. (2004). Asian Management Systems: Chindapanese and Korean Styles of
Business. London: Thomson Learning.

Chen, R. Martin,M. (2001)Foreigner expension of knfians:The impact of domestic
alternatives and foreigner business involvmentriiaod Business Venturing 16, 557-574

255



Chen, S.-F. S., & Hennart, J.-F. (2002). Japanegestors’ Choice of Joint Ventures versus
Wholly-Owned Subsidiaries in the US: The Role of rkéa Barriers and Firm
Capabilities.Journal of International Business &tsid33(1), 1-18.

Cheng, L. K., & Kwan, Y. K. (2000). What are theteleninants of the location of foreign
direct investment? The Chinese experience. Joofriaternational Economics, 51, 379-400.

Chetty, S., & Blankenburg Holm, D. (2000). Inteinatlisation of small to medium-sized
manufacturing firms: A network approach. InternaéibBusiness Review, 9(1), 77-93.

Chetty, S., Eriksson, K., & Hohental, J. (2003)ll&aorative experience in internationalizing
firms. In A. Blomstermo & D. D. Sharma (Eds.), Leiag in the internationalization process
of firms (pp. 56-73). Cheltenham: Edward Elgar.

Chetty,S. Eriksson, K.(2002) Mutual comitment andegiential knownledge in mature
international business relationship.InternationasiBess Review 11, 305-324

Chetty,S & Hunt, C. ( 2004) A strategic approaclnternationalization: A traditional versus
a “Born-Global” Approach .Journal of Internatiomdrketing,12,n°1, 57-81.

Cho, H. (2005, March 5). Political Risk, Labor Stards, and Foreign Direct Investment.
Paper presented at the Annual Meeting of the lateynal Studies Association, Honolulu,
Hawaii.

Cho, K. R. (1985). Multinational banks: Their idiées and determinants. Ann Arbor:
UMIResearch Press.
Cho, M. (2005). Transaction costs influencing in&ional hotel franchise agreements:

Cho, M. (2005, September 6-7). The Key Factorsadsuccessful Cooperation between
SMEs and Global Players in Hotel Industry. Papes@nted at the Global Tourism Growth:
A Challenge for SMEs, Gwangju, Korea.Choice in tBebal Hotel Sector. Journal of

International Marketing, 6(2), 28-53.

Cicic, M., Patterson, P. G., & Shoham, A. (1999). @onceptual Model of the
Internationalization of Services Firms. JournaGbdbal Marketing, 12(3), 81-106.

Clark, C. (2001). The future of leisure time. In Lockwood & S. Medlik (Eds.), Tourism
and Hospitality in the 21st Century (pp. 71-81)f@d: Butterworth-Heinemann.

Clark, T., & Rajaratnam, D. (1999). Internationansces: perspectives at century’s end.
Journal of Services Marketing, 13(4/5), 298-310.

Cloninger,P.(2004) The effect of service intangipibn revenue foreigner markets. Journal
of International Management, 10, 125-146.

Coase, R. H. (1937). The Nature of the Firm. Ecanan#(16), 386-405.

Coleman, J. S. (1988). Social capital in the comatf human capital. American Journal
ofSociology, 94(issue supplement), S95-S120.

256



Collis, David J. (1994), Research note: How ValeaBlre Organizational Capabilities?,
Strategic Management Journal, Winter 1994, pp. 183—

Cohen,B & Winn,M.(2007) Market Imperfections, oppmity and sustainable
entrepreneurship. Journal of Business Venture 224

Gomes & Casseres, (1989). Ownership Structures ooéigin Subsidiaries: Theory and
Evidence. Journal of Economic Behavior and Orgdimnall(1l), 1-25.

Connell, J. (1997). International hotel franchistationships: UK franchisee perspectives.
International Journal of Contemporary Hospitalitadhgement, 9(5/6), 215-220.

Connell, J., (1997), “Intern ational Hotel FranehiRRelationships - UK Franchise
Perspectives”,International Journal of Contempotdogpitality Management, Vol.9, Issue
5/6.Conquering Clients in Foreign Locations. Papesented at the EIBA-European Business
in the Global Network, Maastricht.

Contractor, F.J, and Kundu, S.K., (1998b), “Frasety Versus Company-Run Operations:
Modal Choice in the Global Hotel Sector”, in Jodraalnternational Marketing, Vol.6,Issue
2, pps.28-53.

Contractor, F.J., and Kundu, S.K., (1998a), “Modzhoice in a World of Alliances:
Analyzing. Organizational Forms in the Internatiormtel Sector” Journal of International
Business Studies, 29,2, pp.325-358.

Conway, S., & Jones, O. (2006). Nerworking andsimall business. In S. Carter & D. Jones-
Evans (Eds.), Enterprise and Small Business: i Practice and Policy. Harlow: Pearson
Education.

Cooke, P., & Morgan, K. (1993). The network paraatigN\ew departures in corporate and
regional development. Environment and Planning @&y and Space, 11, 543-564.

Costa, C. G. (2003). Fatores de Atracado do InvestionPortugués no Brasil: Uma Analise
Exploratéria. Prospetiva e Planeamento, 9(NUmeped¢ial), 123-145.

Costa, C., Breda, Z., Costa, R., & Miguéns, J. 800he benefits of networks for small and
medium sized tourism enterprises. In N. Scott, &ddo & C. Cooper (Eds.),

Costa, Susana. (2003) Internacionalizagcdo e reelesrgresas: Conceitos e Teorias. Verbo
Editora

Coviello, N. (2006). The network dynamics of intational new ventures. Journal of
International Business Studies, 37(5), 713-731.

Coviello, N., & Martin, K. A.-M. (1999). Internatimlization of Service SMEs: An
IntegratedPerspective from the Engineering ComnsultSector. Journal of International
Marketing,7(4), 42-66.

Coviello, N., & McAuley, A. (1999). Internationaktion and the smaller firm: a review of
contemporary empirical research. Management Intemea Review, 39, 223-256.

257



Coviello, N., & Munro, H. J. (1997). Network relatiships and the internationalization
process of small software firms. International Bess Review, 6(4), 361-386.

Coviello, N.E., Munro H.J., (1995) “Growing the Egpreneurial Firm” in European Journal
of Marketing,Vol. 29, No. 7, 1995, pp.49-61

Coviello,N.E.,McDougall,P.P. & Oviatt,B.M.,(2011)h& emergence, advance and future of
international entrepreneurship research. JoufmBlsiness Venturing,26, 625-631.

Crespo, C. F. (2002). Estratégias de internacipagdio na industria Portuguesa de moldes.
Unpublished MSc, Universidade Técnica de Lisbosbha.

Crespo, N. F. (2004). A Internacionalizacdo nas tesgs de Média Dimensdo: Estratégia
Marginal ou Base de Desenvolvimento? Unpublished BSsertation, UniversidadeTécnica
de Lisboa, Lisboa.

Creswell, John(2009) Research Design: Qualitati@eiantitative and mixed methods
approaches.Sage Publications

Criado, A.Sanchez, I. & Ortega, S. (2010) A confagion holist approach to born global
firms strategy process. European Management JoR&dl08-123.

Cuervo-Cazurra,A. (2010) Selecting the country imicl to start internationalization: The
non sequential internationalization model. JouaidVorld Business.

Cyert, R., & March, J. G. (1963). A behavioral theof the firm. New Jersey: Prentice-Hall.

Czinkota, M. R. (1982). Export development stragsgiUS promotion policies. New York:
Praeger.

Czinkota, M.R., (1998), "Hungary in the Global Eoamy: Strategies for Improved
Competitiveness"”, European Business Journal, Volskde 1, pp.39-45.

Czinkota,M.R. & Ronkainen, 1.A.(1998), Internatidihdarketing. The Dryden Press.

Darder,F., Garcia, C & Barber,J.(2010) Entry molkeice in the internationalization of hotel
industry:a holistic approach.The Service Indusigarnal,1-16

Daveé, U. (1984). US Multinational Involvement inetHnternational Hotel Sector: An
Analysis. TheService Industries Journal, 4(1), 38-6

Davé, U., (1984) “US Multinational Involvement irhet International Hotel Sector-an
Analysis”, in Services Industry Journal, 1984, 868

Day, G. (1994). The capabilities of market orieiotatorganizations, Journal of Marketing
,58, 37-52

Davidson, W. H. (1980). The Location of Foreigndair Investment Activity

258



Davies, P. (2004). What's this India Business?si@ffe, Outsourcing and the Global Services
Revolution. London: Nicholas Brealey.

Denscombe, M (2003) The Good Research Guide: FallSnale Social Research Projects,
2nd edition. London: Open University Press.

Denzin, N., & Lincoln, Y. (1998). The landscapegufalitative research: Theories and issues.
Thousand Oaks: Sage.

Denzin, N., & Lincoln, Y. (2008) Collecting and érpreting Qualitative Materials, 3rd
edition. London: Sage.

Dhanaraj, C., Beamish, P.W, 2003. A resource-bamggutoach to the study of export
performance. Journal of Small Business ManagemEe(8y 242-261.

Dimitratos, P. Plakoyiannaki,E.2003. Theoretical ufidations of an International
Entrepreneurial Culture, Journal of InternationaltrEpreneurship, Volume 1, Issue 2, pp
187-215.

Dimou, I., Archer, S., & Chen, J. (2003). Corpordévelopment of international hotel firms:
atransaction cost economics and agency theory agiprdnternational Journal of Tourism
Research, 5(2), 147-149.

Djarova, J. (2004). Cross-Border Investing: TheeGafsCentral and Eastern Europe. Boston:
Kluwer Academic.

Dollinger, M. J. (1995). Entrepreneurship: Stradésgaind Resources. Domestic New Ventures.
Journal of International Entrepreneurship, 1(1)829

Dominguinhos, P. (1999, 19 e 20 de Maio). A Interomalizacdo das Empresas Portuguesas:
Um Modelo de Empenhamento e Conhecimento IncremeRtper presented at the 1°
Congresso "A Investigacdo no Ensino Superior Rolit®", Santarém.

Doney, P. M., & Cannon, J. P. (1997). An examinmaid the nature of trust in buyer-seller
relationships. Journal of Marketing, 61, 35-51.

Dredge, D. (2006). Policy networks and the locagjamization of tourism. Tourism
Management,27(2), 269-280.

Dunning, J. H. (1977). Trade, location of econoamtvity and the multinational enterprise:
A search for an eclectic approach. In B. OhlinHBsselborn & P. M.

Dunning (2001b), “The Eclectic (OLI) Paradigm otdmational Production: Past, Present
and Future” ininternational Journal of the Econ@w€Business, Vol.8, No.2, pp. 173-190.

Dunning, J. H. (1973). The Determinants of Inteioral Production. Oxford Economic
Papers,25(3), 289-336.

Dunning, J. H. (1980). Toward an eclectic theoryntérnational production: Some empirical
tests. Journal of International Business Studig€l)1 9-31.

259



Dunning, J. H. (1988). Explaining International @uotion. London: Unwin Hyman.

Dunning, J. H. (1988). The eclectic paradigm oéfinational production: A restatement and
some possible extensions. Journal of InternatiBoainess Studies, 19(1), 1-31.

Dunning, J. H. (1990). The Globalization of Firmsdathe Competitiveness of Countries:
Some Implications for the Theory of Internationaddruction. In J. H. e. a.
Dunning (Ed.), Globalization of Firms and the Comitpeness of Nations (pp. 9-57).

Dunning, J. H. (1993). Multinational Enterprisesilahe Global Economy. Harlow: Addison
Wesley.

Dunning, J. H. (1994). Re-evaluating the benefitfoceign direct investment. Transnational
Corporations, 3(1), 23-51.

Dunning, J. H. (1995). Reappraising the eclectiagigm in an age of alliance capitalism.
Journalof International Business Studies, 26(3)-491.

Dunning, J. H. (Ed.). (1997). Governments, Glolmlan and International Business.
Oxford:Oxford University Press.

Dunning, J. H. (1998). Location and the multinasibenterprise: A neglected factor? Journal
of International Business Studies, 29(1), 45-66.

Dunning, J. H. (2000). Regions, globalization amel knowledge economy: The issues stated.
In J.H. Dunning (Ed.), Regions, globalization ahd knowledge-based economy. New York:
Oxford University Press.

Dunning, J. H. (2000). The eclectic paradigm aseawelope for economic and business
theories of MNE activity. International Businessvieav, 9(2), 163-190.

Dunning, J. H. (2006). Towards a new paradigm ofettlgpment: Implications for the
determinants of international business. Transnati@orporations, 15(1), 173-227.

260



Dunning, J. H., & Bansal, S. (1997). The CulturahSitivity of the Eclectic Paradigm.

Dunning, J. H., & McQueen, M. (1981). The Eclecliteory of International Production: A
Case Study of the International Hotel Industry. Bigerial and Decision Economics, 2, 197-
210.

Dunning, J. H., & McQueen, M. (1982). Multinatior@brporations in the International Hotel
Industry. Annals of Tourism Research, 9(1), 69-90.

Dunning, J. H., & Rugman, A. (1985). The InfluerafeHymer’s Dissertation on the Theory
of Foreign Direct Investment. American Economic iRex 75(2), 228-232.

Dunning, J., & McQueen, M. (1982). Multinational i@orations in the International Hotel
Industry. Annals of Tourism Research, 9(1), 69-90.

Dunning, J.H., (1989) "Multinational Enterprisesdamhe Growth of Services: some
Conceptual and Theoretical Issues”, in Serviceadtrees Journal, Vol 9, No.1,pp.5-39.

Dunning, J.H., (1993), Multinational Enterprisesilahe Global Economy, Addision-Wesley,
Wokingham,UK.

Dunning, J.H., and Kundu, S.K., "The Internationafion of the Hotel Industry - Some New
Findings from a Field Study", in Management Intéioreal Review, Vol 35, 1995/2, pp. 101-
133.

Dunning, J.H, McQueen, M.,(1982) "Multinational @orations in the International Hotel
Industry"”, inAnnals of Tourism Research, Vol 4, kaApril, pp. 69-90.

Dunning, John.Kundu, Sumit.(1995)The internatiaration of the hotel industry-Some
findings from a field study.Managment InternatioRaview 35, 2-33.

Dwyer, L. (2005). Trends underpinning global toorisn the coming decade. In W. F.
Theobald (Ed.), Global Tourism (3rd ed., pp. 528)5Amsterdam: Butterworth Heinemann.

Dyer, J. H., & Singh, H. (1998). The Relational WieCooperative Strategy and Sources of
Interorganizational Competitive Advantage. AcadenfiyManagement Review, 23(4), 660-
679.

Edvardsson, B., Edvinsson L., and Nystrom, H., 899Internationalization in Service
Companies,” in The Service Industry Journal, VolN8. 1, pp. 80-97.

Edvardsson, B., Edvinsson, L., & Nystrom, H. (1998)ternationalization in Service
Companies. Service Industries Journal, 13(1), 80-97

Eisenhardt, Katheleen.(1989) Building theories froase study research. The Academy of
Mangment Review 14, 532-550

Ekeledo, I., & Sivakumar, K. (1998). Foreign Markeitry Mode Choice of Service Firms: A
Contingency Perspective. Journal of the Acadenmyadketing Science, 26(4), 274-292.

261



Ekeledo, I., & Sivakumar, K. (2004). Internationalarket entry mode strategies of
manufacturing firms and service firms: A resouresdx perspective. International Marketing
Review, 21(1), 68-101.

Ekholm-Friedman, K., & Friedman, J. (1995). Gloliadmplexity and the Simplicity of
Everyday Life. In D. Miller (Ed.), Worlds Apart: Mternity Through the Prism of the Local
(pp. 134-168). London: Routledge.Elsevier.

Elango, B.(1998) An empirical examination of théuence of industry and firm drivers on
the rate of internationalization by firms. Jouro&lnternational Management 4, 201-221

Elo,S & Kyngas,H.(2007).The Qualitative Contenbd&rss Analysis, Journal compilation,
Blackwell Publishing Ltd.

Endo, K. (2006). Foreign Direct Investment in Teori Flows and Volumes. Tourism
enterprises. Tourism Review, 54(4), 20-35.

Ernst, D., & Ozawa, T. (2002). National Sovereigrtoeomy, Global Market Economy and
Transnational Corporate Economy. Journal of Econdssiues, 36(2), 547-555.

Erramili, Krishna. Sanjeev, Seong,Kim.(1997) Anerfispecific advantages location-specific
too,Journal of International Business Studies 28y¢ 4

Erramili,Krishna(1993). Service firms internatioreitry mode choice.A modified transation
cost analysis approach. Journal of Marketing, 3B-38.

Erramilli, Krishna.(1991)The experience factor andigner Parker entry behaviour of service
firms. Journal of International Business Studieslg2ue 3

Erramilli, Krishna. Tan, Benjamin.Liang, Tan.(200I)he infleunce of dissemination

risks,strategic control and global mangament skiti firms modal decison in host countries.
International Business Review 10, 323-340

Erramilli, K.,Sharma, V.,(2004) Resource based axalion of entry mode choice. Journal of
Marketing, Winter, 1-18

Erramilli, M. K. (1990). Entry Mode Choice in Secei Industries. International Marketing
Review, 7(5), 50-62.

Erramilli, M. K. (1991). The Experience Factor inrEign Market Entry Behavior of Service
Firms. Journal of International Business Studi@¢3p, 479-501.

Erramilli, M. K. (1993). Venturing into Foreign Meats: The Case of the Small Service Firm.
Entrepreneurship: Theory & Practic, 17(4), 29.

Erramilli, M. K., & Rao, C. P. (1990). Choice ofrtagn market entry modes by service firms:
Role of market knowledge. Management Internatiétealiew, 30(2), 135-150.

262



Erramilli, M. K., & Rao, C. P. (1993). Service figninternational entry-mode choice: A
modified transaction-cost analysis approach. Jowinslarketing, 57(3), 19.

Erramilli, M. K., Agarwal, S., & Dev, C. S. (2002Choice Between Non-Equity Entry
Modes: An Organizational Capability Perspectiveurdal of International Business Studies,
33(2), 223-242.

Erramilli, M. K., & Agarwal, S. (2002). Brands as® borders: Determining factors in
choosing franchising or management contracts ftargrg international markets. The Cornell
Hotel and Restaurant Administration Quarterly, 4394.-104.

Evangelista, F. (2005). Qualitative Insights intee tinternational New Venture Creation
Process. Journal of International Entrepreneur&{i), 179-198.

Fayall, A., & Garrod, B. (2005). From competitiamdolaboration in the tourism industry. In
W. F.

Fernandes, J. H. (2006). Critérios de seleccdo aeepos estratégicos em aliancas
estragégicas internacionais. Unpublished Mastersdbigtion, Universidade Técnica de
Lisboa, Lisboa.

Fernandes, R. N. (1999). O processo de Interndciagdo das Empresas da Industria
Ceramica Portuguesa. Unpublished MBA Dissertatidnjversidade Técnica de Lisboa,
Lisboa.

Fernhaber, S. A., McDougall, P. P., & Oviatt, B. (2007). Exploring the Role of Industry
Firm (pp. 57-71). London: Routledge.

Fischer, E., & Reuber, A. R. (2003). Targeting BExp8upport to SMEs: Owners's
International

Finney,R.Lueg,J.and Campbell,N.(2008) Market piosegate movers, and the resource
based view. A conceptual model, Journal of Busifessearch 61, 925-932.

Fladmoe-Lindquist, K., & Jacques, L. (1995). Cohtrnodes in international service
operations:

Fletcher, D. (2004) Entrepreneurship & Regional &epment: An International Journal
Volume 16, Issue 4, pages 289-305

Foody, W. (1996). Como Perguntar: Teoria e pratiea construcdo de perguntas em
entrevistas e questionarios. Celta: Oeiras.

Forsgren, M. (1992). Managing the Internationalaat Process: The Swedish Case.
London:Routledge.

Forsgren, M. (2002). The concept on learning in th@psala internationalization process
model.A critical review. International Business Resv,11,257--277

263



M.Forsgren & J. Johanson (Eds.), Managing Netwarkdnternational Business (pp. 1-
16).Philadelphia: Gordon & Breach.

Forsgren, M., & Johanson, J. (Eds.). (1992). MamagiNetworks in International
Business.Reading: Gordon & Breach Scientific Puelis.

Forsgren, M., Holm, U., & Johanson, J. (2005). Man@ the Embedded Multinational:
ABusiness Network View. Cheltenham: Edward Elgar.

Franck, C., (1990), “Tourism Investment in Centeald Eastern Europe: Preconditions and
Opportunities”, in Tourism Management, December3pp-338

Franko, L. G. (1976). The European Multinationdlsw York: Harper.

Freeman, S., Edwards, R., & Schroder, B. (2006)w FHemaller Born-Global Firms Use
Networks and Alliances to Overcome Constraints &piR Internationalization. Journal of
International Marketing, 14(3), 33-63.

Freire, A. (1998). Internacionalizacédo: DesafiosapRortugal (Vol. 1). Lisboa: Editorial
Verbo.

Fyall, A., & Garrod, B. (2005). Tourism Marketing:Collaborative Approach. Cleveland:

Gaisford, J. D. (1995). International capital mipjlthe factor content of trade and Leontief
paradoxes. Journal of International Economics, -29(175-183.

Gannon, J., and Johnson, K., (1995) “The GlobaleHdhdustry: The Emergence of
Continental HotelCompanies” in Progress in Toureamd Hospitality Research, Vol.1 pp.31-
42.

Gesteland, R. R. (2002). Cross-Cultural Businessaiier: Marketing, Negotiating, Sourcing
andManaging Across Cultures (3rd ed.). Copenha@epenhagen Business School Press.

Ghauri, P. (2004). Designing and conducting cagdias in international business research.
In R.Marschan-Piekkari & C. Welch (Eds.), Handbamk Qualitative Research Methods
forinternational Business (pp. 207-223). Cheltenhiadward Elgar.

Gnoth, J. (2007). Destinations as networking virtservice firms. International Journal
ofExcellence in Tourism, Hospitality and Cateridagl), 1-18.

Go, F. (1989). The international hotel industry: p@alizing on change. Tourism
Management,10(3), 195-200.

Go, F. M., & Pine, R. (1995). Globalization Strategn the Hotel Industry. London:
Routledge.

Goeldner, C. R., & Ritchie, J. R. B. (2002). ToarisPrinciples, Practices, Philosophies (9th
ed.).New York: John Wiley & Sons Inc.

264



Go, F., & Klooster, E. (2005). Managing globalipati In D. Buhalis & C. Costa (Eds.),
TourismManagement Dynamics: Trends, Management Bowls (pp. 137-144). Oxford:
Elsevier Butterworth-Heinemann.

Gomes-Casseres, B. (1997). Alliance StrategiesntdllSFirms. Small Business Economics,
9(1),33-44.

Goodson, L., & Phillimore, J. (2004). The inquirgradigm in qualitative tourism research. In
J. Philimore & L. Goodson (Eds.), Qualitative Rasd in  Tourism:
Ontologies,Epistemologies and Methodologies (pp43)0 London: Routledge.

Gordon, W., & Langmaid, R. (2000). Qualitative metrkg research: A practitioner's and
buyer'sguide. Aldershot: Gower Published Company.

Graf,N. (2009) Stock market reactions to entry madwices of multinational firms,
International Journal of Hospitality Management, 286-244.

Graham, E. M. (1997). Should there be multination#&s on Foreign Direct Investment? In
J. H.Dunning (Ed.), Governments, Globalization aimternational Business (pp. 481-
505).0xford: Oxford University Press.

Granovetter, M. (1973). The Strength of Weak Tigmerican Journal of Sociology, 78,
1360- 1380.

Gripsrud,G.Benito,G. (2005) Internationalization metailing: modeling the pattern of
foreigner market entry. Journal of Business Re$e&@, 1672-1680.

Grizelj, F. (2003). Collaborative knowledge managemin virtual service companies: An
pproachfor tourism destinations. Tourism AnalySis4), 371-385.

Gronhuag,Kjell.Haugland, Sven.(2005) A transactioost approach to a paradox in
international marketing. Scandinavian Journal oh&zment 21, 61-76

Guia, J., Prats, L., & Comas, J. (2006). The Dasin as a Local System of Innovation: The
Roleof Relational Networks. In L. Lazzeretti & C. Betrillo (Eds.), Tourism local systems
and networking (pp. 57-65). Amsterdam: Elsevier.

Gulati, R. (1999). Network location and learningheTinfluence of network resources and
firm capabilities on alliance formation. Strateflanagement Journal, 20, 397-420.

Guion,L.(2002).Triangulation: Establishing the d#ly of Quality Studies, University of
Florida.

Gummesson,E, (2006). All research is interpretideurnal of Business & Industrial
Marketing, Vol. 18 Iss: 6/7, pp.482 - 492

Gundlach, E., & Nunnenkamp, P. (1998). Some coreemps of globalization for developing

countries. In J. H. Dunning (Ed.), Globalizationtade and Foreign Direct Investment
(pp-153-174). Amsterdam: Pergamon Elsevier Science.

265



Gunn, C. A., & Var, T. (2002). Tourism Planning: 8@ Concepts Cases (4th ed.). New
York: Routledge.

Hadjikhani,A& Johansson, M., 2000. The Fifth Dimiems in the Internationalization
Process”, International Business Conference, UppSateden

Hahn, M. (2007). Characteristics of the Network &mgation. Retrieved June 3rd, 2008,
fromhttp://www.en.articlesgratuits.com/charactécsof-the-network-organization-
id1486.php

Hakansson, H., & Johanson, J. (1988). Formal arfdrnral co-operation strategies in
international industrial networks. In F. J. Contoac& P. Lorange (Eds.), Cooperative
Strategies in International Business (pp. 369-3Z8%ington: Lexington Books.

Hakansson, H., & Johanson, J. (1992). A model dfstrial networks. In B. Axelsson & G.
Easton (Eds.), Industrial Networks: A New View oédhity (pp. 28-38). London: Routledge
&Kegan Paul.

Hall, D.R., (1992) "The Challenges of Internatiofalurism in Eastern Europe”, in Tourism
Management, March.

Hall, D.R., (1995) “Tourism Change in Central anastern Europe”, (1995), in Montanari,
A., andbWilliams, A.M., European Tourism: RegioSpaces and Restructuring, John Wiley
and Sons Ltd., UK.179

Hall, D.R., (1998a) “Central and Eastern Europe: urimn, Development and
Transformation” in Williams, A.M., Shaw, G., Toumis and Economic Development:
European Experiences, (3rd ed), John Wiley and , SddsUK.

Hall, D.R., (1998b), Tourism Development and Sumsthility Issues in Central and South-
Eastern Europe” in Tourism Management, Vol.19, Npb423-431.

Hall, D.R., (1999) “Destination Branding, Niche Mating and National Image Projection in
Central and Eastern Europe”, in Journal of Vacalitamketing , Vol.5 No.3, pp.227-237.

Hall, D.R., (2000), “Tourism as Sustainable Devet@nt? The Albanian Experience of
“Transition”, in International Journal of TourismeRearch, 2, 31-46.

Hall, M. (1999, Sept. 23 - 26). Collaboration, straes and partnerships: Perspectives on
their relevance to tourism. Paper presented at Tharism Industry and Education
Symposium,Jyvaskyla Polytechnic, Finland.

Halme, M. (2001). Learning for sustainable develepmin tourism networks. Business
Strategy and the Environment, 10(2), 100-114.

Haner, F. T., & Ewing, J. S. (1985). Country RisksAssment: Theory and Worldwide
Practice. New York: Praeger Publishers.

Hannertz, U. (1992). Cultural Complexity: Studiesthe Social Organization of Meaning.
New.York: Columbia University Press.

266



Hanson, Anders Hanson. Hedin, Kim.(2007) Motiveasifiternationalization. Master Thesis -
Uppsala University

Hara, G., & Kanai, T. (1994). Entrepreneurial neatkgo across oceans to promote
international strategic alliances for small bussad®urnal of Business Venturing, 9, 489-507.

Hartman, D. E., & Lindgren Jr, J. H. (1993). ConsunEvaluations of Goods and
Services:Implications for Services Marketing. Jaliof Services Marketing, 7(2), 4-15.

Hassid, J. (2002). Internationalization and Chagdskill Needs in European Small Firms:
Synthesis Report. Luxembourg: Cedefop.

Haug,E. & Havnes,P.(2001) The dynamics of SME Dmwalent —Two Case Studies on
internationalization process. Present at RENT XWi€mence, Turku 22-23.11.2001

Hellman, P. (1996). The Internationalization of righ financial service companies.
International Business Review, 5, 191-208.

Hennart, J.-F. (1977). A theory of foreign direcivestment. Maryland: University of
Maryland.

Hennart, J.-F. (1982). A theory of multinationaltexprise. Ann Arbor: University of
MichiganPress.

Hennart, J.-F. (1986). What Is internalization? idevof World Economics, 122(4).

Hennart, J.-F. (1991). The transaction cost thebmultinational enterprise. In C. Pitelis &
Hennart, J.-F. (2001). Theories of the multinatlograterprise. In A. Rugman & T. Brewer
(Eds.),The Oxford handbook of international bussndpp. 127-149). Oxford: Oxford
University Press.

R.Sugden (Eds.), The nature of the transnational ({pp. 81-116). London: Routledge.

Hill, C., Hwang, P., & Kim, W. C. (1990). An eclécttheory of the choice of international

entry mode. Strategic Management Journal, 11(2);1PB.

Hjalager, A.-M. (2007). Stages in the economic gl@ation of tourism. Annals of Tourism
Research, 34(2), 437-457.

Hofstede, G. (1980). Culture's consequences: latemmal differences in work-related
values.Newbury Park: Sage.

Holjevac, I. A. (2003). A vision of tourism and thetel industry in the 21st century.
International Journal of Hospitality Management(232129-134.

Hondrio,Luiz. (2008)The Internationalization of Billan Companies under the Motivational
Perspective. Mackenzie Administration Review 9,-128

267



Horst, T. 1972. Firm and industry determinantshaf decision to invest aboard: an empirical
study. Review of Economics and Statistics 54, 268-2

Hung, H., & Enderwick, P. (2001). An Investigatioh Market Entry Strategy Selection:
Exports. Foreign Direct Investment Modes: A homsthGountry Scenario. Asia Pacific
Journalof Management, 18(4), 443-460.

Hutchinson,K. Alexander,N.Quinn,B.and Doherty,A@2Z) Internationalization Motives and
Facilitating Factors: Qualitative Evidence from dera Specialists Retailers. Journal of
International Marketing,15,n°3, 96-122

Hymer, S. H. (1960). The international operatiorisnational firms: A study of direct
foreigninvestment. Unpublished PhD Thesis, Masssettsl Institute of Technology,
Cambridge.

Hymer, S. H. (1976). The international operatiohaational firms: A study of direct foreign
investment. Cambridge: MIT Press.

ICEP. (1998). Internacionalizacdo das Empresasudero: Novas Tendéncias. Lisboa:

ICEPInternacionalizacdo: A Experiéncia do Grupo Amo Economia & Prospectiva, 1(2),
81-86.

Ilhéu,F. (2009), Estratégia de Marketing Internaalo(Casos de Empresas Portuguesas):
Editora Almedina

Jacob, M. & Groizard, J. (2007) Technology transded Multinationals : The case of
Balearic hotel chains” investments in two develgpétonomies, Tourism Management 28,
976-992

Jarillo, J. C. (1988). On strategic network. Sgatédlanagement Journal, 9(1), 31-41.

Javalgi, R. R. G., Griffith, D. A., & White, D. $2003). An empirical examination of factors
influencing the internationalization of servicenis. Journal of Services Marketing, 17(2).

Jennings, G. R. (2005). Interviewing: A focus oralifative techniques. In B. W. Ritchie, P.
Burns& C. Palmer (Eds.), Tourism Research Methtutegrating Theory with Practice (pp.
99-117). Wallingford: CABI.

Johanson, J., & Mattsson, L. (1988). Internatiaaion in industrial systems: A network. In
N.Hood & J.-E. Vahlne (Eds.), Strategies In Gloliadmpetition (pp. 287-314). New
York:Croom Helm.

Johanson, J., & Vahine, J.-E. (1977). The inteomaization process of the firm: A model

ofknowledge development and increasing foreign etarkcommitments. Journal
oflnternational Business Studies, 8(1), 23-32.

268



Johanson, J., & Vahlne, J.-E. (1990). The mechanisin internationalization.
InternationalMarketing Review, 7(4), 11-24.

Johanson, J., and Vahlne, J.E., (1977) “The Intemnalisation Process of the Firm - a Model
ofKnowledge Development and Increasing Foreign MarkCommitments” in The
Internationalization of the Firm, Buckley, P.J.,daGhauri, P., (eds), Academic Press,
London, U.K.

Johanson, J., & Vahlne, J.-E. (1992). Management fofeign market entry.
Scandinavianinternational Business Review, 1(379-

Johanson, J., & Vahine, J.-E. (2003). BusinesstiRakhip Learning and Commitment in the
Internationalization Process. Journal of InternaldEntrepreneurship, 1(1), 83-101.

Johanson, J., & Wiedersheim-Paul, F. (1975). Thermationalization of the firm: four
Swedishcases. Journal of Management Studies, 133)322.

Johanson, J., and Mattsson, L.G., (1988) “Inteomafization in Industrial Systems-a
Network Approach”,in The Internationalization ottkirm, (1993) Buckley, P.J., and Ghauri,
P., (eds), Academic Press,London, U.K.

Johanson, J., and Wiedersheim - Paul, F., (197b¢ 'lhternationalization of the Firm-Four
Swedish Cases" in The Internationalization of tirenfFBuckley, P.J., and Ghauri, P., (eds),
Academic Press, London, U.K.

Johnson, C., & Vanetti, M. (2005). Locational Stgaes of International Hotel Chains.
Annals ofTourism Research, 32(4), 1077-1099.

Johnson, Colin. Vanneti Maurizio.(2005) Locatioralrategies of international Chains.
Annals of Tourism Research 32, 1077-1099

Johnson, K., (1999) “Hotel Management Contract Ter@till in Flux” in Cornell and
Restaurant Administration Quarterly, Volume 40uisg, pp. 34-39. J

Johnson, Scholes & Whittington (2005) Exploring @mate Strategy, 7th Edition, Pearson
Education

Johnsson, Colin. Vanetti. (2005) Locational Strege@f International Hotel Chains. Annals
of Tourism Research n°4, 1077-1099

Johnston,W.,Leach,M.& Liu,A. (1999)Theory Testingithy Case Studies in Business to
Business Research. Industrial Marketing Manage2@n?01-213.

Jones, E. E., & Haven, C. (2005). Tourism SMEs,viSer Quality and Destination
Competitiveness. Cambridge: CABI.

Jones, M. (2001). First Steps in International@atiConcepts and Evidence from a Sample of
Small High-technology Firms. Journal of InternaabManagement, 7(3), 191-210.

269



Jones, M. (2011) International Entrepreneurshipaes(1989-2009):A domain ontology and
thematic analysis. Journal of Venture BusinessZ5659.

Jones, P. (1999). Operational issues and trenddenhospitality industry. International
Journal of Hospitality Management, 18(4), 427-442.

Jones, P. (2005). Hospitality megatrends. In D.digh& C. Costa (Eds.), Tourism Business
Frontiers: Consumers, Products and Industry (ppl-188). Amsterdam: Butterworth-
Heinemann.

Jones, P., Song, H., & Hong, J. H. (2004). Thetiorahip between generic theory and
hospitality applied research: the case of inteomai hotel development. Journal of
Hospitality andTourism Management, 11(2), 128-138.

Junehed, J. Davidsson, P. (1998) Small firms apdrsuccess: Development and empirical
test of an integrated model,- 10th Nordic Confeeemic Small Business Research

Julien, P. A. (1995). Globalization and Differengpes of SME Behavior. Entrepreneurship
and Regional Development, 7(4), 57-75.

Kalantaridis, C. (2000, March). Globalization andtigpreneurial Strategies, A Comparative
Investigation: Case Study Analysis from Southerd Bastern Europe. Paper presented at the
2000 ASBE, San Antonio, Texas.

Kaleka,A. (2002) Resources and capabilities driviampetitive advantage in export markets:
guide lines for industrial exporters. Industrial ideting Management, 31,273-283.

Kaleka,A. (2010) Studying resource and capabilifeats on export venture performance,
Journal of World Business.

Katz, J. A., Safranski, S. R., & Khan, O. (2003)rtval Instant Global Entrepreneurship.
Journalof International Entrepreneurship, 1(1) 5%3-

Kaynak, E., & Dalgic, T. (1992). Internationalizati of Turkish construction companies: a
lesson for Third World countries? Columbia JouwfalVorld Business, 26(4), 60-75.

Kazi, S., & Siqueira, A. (2001). Beach Shacks: @onfOver Tourists and Resources.
Coastin: ACoastal Policy Research Newsletter(5).

Keupp, M. & Gassmann,O. (2009) The Past and ther&utf International Entrepreneurship:
A Review and Suggestions for Developing the Fidlwyrnal of Management , vol. 35 no. 3
600-633

Kim, W. C., & Hwang, P. (1992). Global strategy amdltinationals' entry mode choice.
Journalof International Business Studies, 23(1)529

Khan, S. & VanWynsberghe, (2008). Cultivating thedermined:Cross-Case Analysis as
knowledge Mobilization. Volume9 n°1 art.34

270



Kindleberger, C. P. (1969). American business abrdaix lectures on foreign direct
investment.New Haven: Yale University Press.

Knickerbocker, F. T. (1973). Oligopolistic Reactiand Multinational Enterprise Division of
Research. Cambridge: Harvard University Press.

Knight, G. (1999). International services marketingyview of research, 1980-1998. Journal
ofServices Marketing, 13(4/5), 347-360.

Knight, G., & Cavusgil, S. T. (2004). Innovationyganizational capabilities, and the
bornglobal firm. Journal of International Busin&isdies, 35(2), 124-141.

Knight, G., Madsen, T. K., & Servais, P. (2004). ikquiry into born-global firms in Europe
and the USA. International Marketing Review, 21@@)5-665.

Knowles, T., (1996) Corporate Strategy for HosfigalL.ongman Group Ltd, Harlow, UK.

Knowles, T., Diamantis, D., & EI-Mourhabi, J. B.O@4). The Globalization of Tourism and
Hospitality: A Strategic Perspective (2nd ed.). don: Thomson Learning.

Knudsen, T., & Madsen, T. K. (2002). Export strgted dynamic capabilities perspective.
Scandinavian Journal of Management, 18(4), 475-502.

Kogut, B., & Singh, H. (1988). The effect of naterculture on the choice of entry mode.
Journalof International Business Studies, 19(3}-432.

Kogut, B., & Zander, U. (1993). Knowledge of thenfiand the evolutionary theory of the
multinational corporation. Journal of InternatioBaisiness Studies, 24(4), 625-645.

Konecnik,Maja. Ruzzier,Mitja.(2006) The internatidization strategies of SME,s. The case
of slovenian hotel industry.Journal of Managment17:35

Kor,Y. & Mahoney,J.(2004) Edith’s Penrose’s (196@ntributions to the Resource-based
View of strategic management. Journal of managei@erties

Kostecki, M.M., (1994) (ed) “Strategies for Glol&drvice Markets” in Marketing Strategies
for Services,

Kotler et al (1995) Principles of Marketing for Hbulity, Prentice Hall International,
Englewood Cliffs, NJ, USA,

Kotler, P., & Keller, K. L. (2006). Marketing Manament (12th ed.). Upper Saddle River:
PearsonPrentice.

Kundu, S. K. (1994). Explaining the globalizatiori service industries: The case of
multinationalhotels. Unpublished PhD Thesis, Trat&University of New Jersey, Rutgers.

Kundu, S.,Contractor, F,1999. Country Location €heiof Services Multinationals. Journal
of International Management. 5 — 299-317.

271



Kusluvan, S., & Karamustafa, K. (2001). Multinatsdrhotel development in developing
countries: An exploratory analysis of critical myliissues. International Journal of Tourism
Research, 3(3), 179-197.

Lafferty, G., & Fossen, A. v. (2001). Integratinget tourism industry: Problems and
strategies. Tourism Management, 22(1), 11-19.

Lassere, Philippe(2002) Global Strategic Managenialgrave Macmillan

Lazzeretti, L., & Petrillo, C. S. (Eds.). (2006)ourism Local Systems and Networks.
Amsterdam:

Lee, M., Fayed, H., & Fletcher, J. (2002). GATS aodrism. Tourism Analysis, 7(2), 125-
137.

Lee, S. (2008). Internationalization of US multinatl hotel companies: Expansion to Asia
versus Europe. International Journal of Hospitdifgnagement, 27(4), 657-664.

Leiper, N. (2004). Tourism Management (3rd ed.¢nehs Forest: Pearson.
Leisure and Tourism: Impacts of Time Allocation &uccessful Products and Services
(pp-353-364). Berlin: Erich Schmidt Verlag.

Lemos,F.Johanson,J. & Vahlne,J.(2010) Risk Managemethe internationalization process
of the firm. A note for Uppsala model. Journal ok Business

Lennon, J.J., (1996) “Tourism marketing in Easteanope”, in Marketing Tourism Products,
Searon,A.V., Bennett, M.M., International ThomsamsBess Press, London, UK:

Leonidas, L.(1995) Export Stimulation Research: iBev Evaluation and Integration,
International Business Review, 4,n°2, 133-156

Levitt, T., (1983), “The Globalisation of Marketsfy The Harvard Business Review, May-
June, pp. 92-102.

Lewis, R.C., Chambers, R.E., and Chacko, H.E., §19®arketing Leadership for
Hospitality, Van Nostrand Reinhold, New York, USA.

Lindqvist, M. (1991). Infant multinationals: Thet@émnationalization of young, technology-
based Swedish firms. Unpublished PhD thesis, Stdokischool of Economics, Stockholm.

Link, A., & Rees, J. (1991). Firm Size, Universiigsed Research and the Returns to R&D.
In Z. J.Acs & D. B. Audretsch (Eds.), Innovatiordahechnological Change: An International
Comparison (pp. 60-70). Harvester Wheatsheaf: Heéfaalstead.

Lipsey, R. E. (2003). Foreign Direct Investment &mel Operations of Multinational Firms:
Concepts, History, and Data. In E. K. Choi & J. titgan (Eds.),

272



Feenstra, R. C., Hahn, C. H., & Hatsopoulos, G.(1899). The Role of Foreign Direct
Investment in International Capital Flows. In M.Id=ein (Ed.), International Capital Flows
(pp. 307-362). Chicago: University of Chicago Press

Litteljohn, D., (1985), “Towards an Economic Anal/sof Trans-/multinational Hotel
Companies”, in International Journal of HospitaNgnagement, Vol.4, No.4, pp. 157-165

Litteljohn, D. (1997). Internationalization in hégeCurrent aspects and developments.

Litteljohn, D., & Roper, A. (1991). Changes in imtational hotel companies’ strategies. In
R.Teare & A. Boer (Eds.), Strategic Hospitality Mgement. London: Cassell.

Litteljohn, D., and Beattie, R., (1992), “The Eueam Hotel industry, Corporate Structures
and Expansion Strategies”, in Tourism Managenmdatch, pp.27-33

Litteljohn, D., Roper, A., & Altinay, L. (2007). Tetories still to find: The business of hotel
internationalisation. International Journal of Seevndustry Management, 18(2), 167-183.

Litteljohn, David.(1997)Internationalization in ledé: Current aspects and developments.
International Journal of Contemporary Hospitalitamdgment. 187-192

Litteljohn, David.Roper, Angela.Altinay, Levent(ZD0 International Journal of Service
Industry Managment 18, n°2

Litvak, I. A. (1990). Instant International: Strgie Reality for Small High-Technology Firms
in Canada. Multinational Business, 2(2), 1-12.

Lockwood & S. Medlik (Eds.), Tourism and Hospitglib the 21st Century (pp. 29-38).
Lépez-Duarte, C., & Garcia-Canal, E. (2002). Thdeé&f of Firm and Host Country
Characteristics on the Choice of Entry Mode: EncgiriEvidence from Spanish Firms.

Journal of Management and Governance, 6, 153-168.

Lorenz, A.F., and Cullen, T.P., (1994) "Hotel Intrasnt Opportunities in Hungary”, in
Cornell Hotel and Restaurant Administration, VB|.Bsue 6.

Losch, A. (1967). The economics of location. NewR/Wiley.
Lovelock, C.H., (1996) Services Marketing, 3rd éttentice-Hall, NJ, USA.

Lu, Jane W. 2003. The Evolving Contributions inehmational Strategic Management
Research. Journal of International Management

Luis, N. H. (2004). O impacto do perfil empreendeda internacionalizacdo. Unpublished
Master, Universidade de Coimbra, Coimbra.

Lynch, P. (2000). Networking in the home stay secibie Service Industries Journal, 20(3),
95-116.

273



Lynch, P., & Morrison, A. (2007). The Role of Netiks. In E. J. Michael (Ed.), Micro-
clustersand networks: The growth of tourism (pp623 Oxford: Elsevier.
Macmillan.

Madhok, A., and Phene, A., (2001), “The Co-evoludibAdvantage: Strategic Management
Theory andthe Eclectic Paradigm” in Internationalirhal of the Economics of Business,
Vol.8, No.2, pp.243-256.

Madsen, T. K., & Servais, P. (1997). The internai@ation of Born Globals: An
evolutionary process? International Business Revi€@), 561-583.

Madsen, T. K., Rasmussen, E., & Servais, P. (20D@)erences and similarities between
born globals and other types of exporters. Advantésternational Marketing, 10, 247-265.

Madsen T, (2007). A review of the foundation, intgronal marketing strategies, and
performance of international new ventures. Euraprdournal of Marketing, Vol. 41 Iss:
11/12, pp.1423 - 1448

Magnini, Vincent. (2008)Practicing effective knoafge sharing in international hotel joint
ventures. International Journal of Hospitality Mgmeent 27,249-258

Magrico, V. M. (2000). Aliancas Internacionais dampresas Portuguesas num Contexto de
Globalizacdo Tecno-Econdémica. Unpublished PhD Ehedniversidade Técnica de Lisboa,
Lisboa.

Malhotra, N.K., (1996) Marketing Research, an Aegli Orientation, Prentice Hall
International , NJ, USA.Management, 27(4), 600—614.

Marshall and Rossman, 1999, Designing Qualitatigedarch, 2nd Edition, Sage
Marréo, J.(2012), Portugal um designio para a djlcdagfio, Projecto Farol, Delloite

Martins, A. E. (2005). Determinantes do InvestineseDtrecto Portugués no Exterior: O Caso
da Polonia. Unpublished MSc Dissertation, Univadgl Técnica de Lisboa, Lisboa.

Martins,Moleiro,J.(2011)Internacionalizacédo e Gliacdo de Empresas, Edigbes Silabo

Mattoo, A., Olarreaga, M., & Saggi, K. (2001). MoaleForeign Entry, Technology Transfer,
and FDI Policy. London: Centre for Economic PolRgsearch.

Mejri,K. & Umemoto, K.(2010), Journal of Internatial Entrepreneurship,8, 156-167

Melin, L. 1992.Internationalization as a strategpgess, Strategic Management Journal,
Volume 13, Issue S2, pages 99-118.

Meredith, J. (1998): Building operations managentbabry through case and field research.
Journal of Operations Management 16 (3), 441-454

274



Mejri, K & Umemoto,K.(2010)Small- and medium-sizeshterprise internationalization:
Towards the knowledge-based model Journal of lateynal Entrepreneurship, June 2010,
Volume 8, Issue 2, pp 156-167.

McAuley, A. (1999). Entrepreneurial Instant Expostéen the Scottish Arts and Crafts Sector.
Journal of International Marketing, 7(4), 67-82.

McCraw, T.K., (1988) The Essential Alfred ChandIessays: Toward a Historical Theory of
BigBusiness, Harvard Business School Press, BoOEISA,

McDougall, P., Shane, S., & Oviatt, B. M. (1994xpkining the formation of international
newventures: The limits of theories from internaéib business research. Journal of
BusinessVenturing, 9(6), 469 - 487.

McDougall, P., & Oviatt, B. M. (1996). New ventumgternationalization, strategic change,
and performance: A follow-up study. Journal of Biesis Venturing, 11(1), 23-40.

Mendonga, A., Farto, M., Ribeiro, E., Dias, J., &R0, A. (2001). Fluxos de Investimento
Directo, Portugal-Brasil: Uma Caracterizacdo Gerakboa: Gabinete de Estudos e
Prospetiva Econdémica do Ministério da Economia.

Meyer, Klaus. Li,Peng.(2009) Contextualizing expade effects in international business: a
study of ownership strategies. Journal of worldihess 44, 370-382

Michael(Ed.), Micr o-clusters and networks: Thewgiio of tourism (pp. 107-126). Oxford:
Elsevier.

Michael, E. J. (Ed.). (2007). Micro-clusters andtwWaks: The Growth of Tourism.
Amsterdam:Elsevier.

Miles & Huberman (1994) Qualitative data AnalySsge Publications (Second Edition)

Millington, A. I., & Bayliss, B. T. (1990). The Pcess of Internationalization: UK Companies
in the EC. Management International Review, 30,-161.

Mira, N. G. (2001). A internacionalizacdo das emspeeindustriais portuguesas. Cadernos de
Economia, 14(56), 56-60.
model.Unpublished manuscript, Uppsala.

Moeti, K. B. (2004). Rationalization of governmesttuctures concerned with foreign direct
investment policy in South Africa. Unpublished Pthigsis, University of Pretoria, Pretoria.

Moosa, I. A., & Cardak, B. A. (2006). The determitg of foreign direct investment: An
extremebounds analysis. Journal of MultinationabRcial Management, 16(2), 199-211.

Moreira, A. C. (2007, 19th-20th October). The Evimn of Internationalization: Towards a
NewTheory? Paper presented at the 3rd Iberiannatienal Business Conference, Aveiro.

275



Morgan, R. E., & Katsikeas, C. S. (1997). Theormésinternational trade, foreign direct
investment and firm internationalization: a critegqManagement Decision, 35(1), 68-78.

Morgan, R. E., & Katsikeas, C. S. (1997).Expormsiii: Export intention compared with
export activity.International Business Review &,##77-.499

Morgan, R. M., & Hunt, S. D. (1994). The commitménist theory of relationship
marketing.Journal of Marketing, 58, 20-38.

Morschett, D., Klein-Schramm,H. & Swoboda,B.(20D®cades of research on market entry
modes:What do we really about external antecedehtentry mode choice? Journal of
International Management, 16, 60-77

Morse, Janice M. (1994). Designing funded qualitatiesearch. In Norman K. Denzin &
Yvonna S. Lincoln (Eds.), Handbook of qualitatresearch (2nd ed., pp.220-35).

Morrison, A., Lynch, P., & Johns, N. (2004). Intational tourism networks. International
Journal of Contemporary Hospitality Management,155,-202.

Muller, H. (2001). Tourism and hospitality into tB&st century. In A. Lockwood & S.

Nakos, G., & Brouthers, K. D. (2002). Entry Modedife of SMEs in Central and Eastern
Europe.Entrepreneurship Theory and Practice, 24{})3.

Nat, P.Nachiappan,S.and Ramanathan,R. (2010) Tipactmof marketing capability and
diversification strategy on performance: A resoutzased view, Industrial Marketing
Management, 39,317-329.

Network analysis and tourism: From theory to p{pp. 96-112). Clevedon: Channel View
Publications, an imprint of Multilingual Matters.

Ngo, L.O"Cass,A. (2009) Creating value offeringa wperant resource—based capabilities,
Industrial Marketing Management, 38,45-59

Nohria, N., & Eccles, R. G. (Eds.). (1992). Netwodnd Organizations: Structure, Form, and
Action. Boston: Harvard Business School Press.

Norburn, D., & Birley, S. (1988). The top managem&am and corporate perfomance.
StrategicManagement Journal, 9, 225-237.

Nordstrom, K. A. (1991). The internationalizatioropess of the firm: Searching for new
patterns and explanations. Unpublished Phd the&Sisckholm School of Economics,
Stockholm.

Novelli, M., Schmitz, B., & Spencer, T. (2006). Metrks, clusters and innovation in tourism:
A UK experience. Tourism Management, 27(6), 1145211

Nurkse, R. (1933). Ursachen und wirkungen der ki#ipgivegungen. Wien: Osterreichisches
Institut fur Konjunkturforschung.

276



O'Farrell, P. N., & Wood, P. A. (1998). Internatabisation by business service firms:
towards anew regionally based conceptual framewrkironment and Planning: Society
and Space, 30(1), 109-128.

O'Farrell, P. N., Zheng, J., & Wood, P. A. (199)ernationalization of Business Services:
Aninterregional Analysis. Regional Studies, 30@@)1 - 118.

O'Grady, S., & Lane, H. (1996). The psychic diseamparadox. Journal of International
BusinessStudies, 27(2), 309-333.

0O,Gorman & McTiernan,(2000) Factors influencing thiernationalization choices of small
and medium-Sized Enterprises :The Case of IriskeHadustry. Enterprise and Innovation
Management Studies ,Volume 1,n°2, 141-151

Ohlin, B. (1933). Interregional and internationahde. Cambridge: Harvard University
Press.Ohmae, K. (1996). The End of the Nation StHte Rise of Regional Economies.
London: Harper Collins.

Olsen, M. (1991). Structural Changes: The Inteamati Hospitality Industry and Firm.

Olsen, M. (2001). Hospitality and the tourist oktfuture. In A. Lockwood & S. Medlik
(Eds.),Tourism and Hospitality in the 21st Cent(py. 206-215). Oxford: Butterworth-

Olsen, M. D. (1999). Macro forces driving chang® ithe new millennium: Major challenges
for the hospitality professional. International dwal of Hospitality Management, 18(4), 371-
385.

Olsen, M. D., Crawford-Welch, S., & Tse, E. (199%)rategic Hospitality Management:
Theory and practice for the 1990s. In R. Teare &8er (Eds.), Cassell Educational Limited.
New York.

Olsen, M., West, J., Tse, E.C., Y., (1998) Stratddanagement in the Hospitality Industry,

(2nd ed.) John Wiley and Sons, New York, USA
Organizational Forms in the International Hotelt8ecJournal of International usiness

Olsen,M., Roper,A.,(1998) Research in strategic agament in the hospitality industry,
Hospitality Management 17 (1998), 111-124

Oviatt, B. M., & McDougall, P. P. (1994). Toward Bheory of International New
Ventures.Journal of International Business Studibgl), 45-64.

Oviatt, B. M., & McDougall, P. P. (1995). Globalstups: Entrepreneurs on a worldwide
stage.Academy of Management Executive, 9(2), 30-43.

Oviatt, B. M., & McDougall, P. P. (1997). Challersgi®r internationalization process theory:
Thecase of international new ventures. Managenmatriational Review, 37(2), 85-99.

277



Oviatt, B. M., & McDougall, P. P. (1999). A framevkofor understanding accelerated
international entrepreneurship. In R. Wright (E®Rgsearch in Global Strategic Management
(pp. 23-40). Stamford: JAI Press.

Oviatt, B. M., & McDougall, P. P. (2005). TowardTaeory of International New Ventures.
Journal of International Business Studies, 36(2)42.

Palmer, A., McMahon-Beattie, U., and Beggs, R.0®0“ A Structural Analysis of Hotel
Sector Loyalty Programmes” in International Journafl Contemporary Hospitality
Management, 12/1, pp.54-60.

Papadopoulos, N.Martin,0.(2010)Toward a model of latienship  between
internationalization and export performance. Ind¢ional Business Review,19, 388-406

Pagano, A. (2009) The role of relational capalditin the organization of international
sourcing activities: A literature review. Industmaarketing management, 38, 903-913

Panvisavas, V., & Taylor, J. S. (2006). The usenainagement contracts by international
hotel firms in Thailand. International Journal obr@emporary Hospitality Management,
18(3),231-245.

Park, Kwangmin.Jang, SooCheong (2009) Firm grovetttepns:Examining the associations
with firm size and internationalization.Internateddournal of Hospitality Managment,

Parry, T. (1985). Internalization as a general thexd foreign direct investment: A critique.
Review of World Economics, 121(3), 564-569.

Patterson, P., & Cicic, M. (1995). A typology ofrgee firms in international markets: an
empirical investigation. Journal of InternationahiMeting, 36(4), 57-83.

Pedersen,T.Petersen,B.Benito,G.(2001) Change eifyfter operatations method:Impetus and
swicthing costs.International Business review 15;325

Peinado, E.,Barber,J. 2006.A multidimensional cphad uncertailny and its influence of
entry mode choice. An empirical anylisis in sernseetor.International Business Review 15 —
215- 232.

Peinado, E.,Barber,J.Hébert, L.,2007. Strategicadéas that Influence Entry mode choice in
service Firms. Journal of International MarketiNg]. 5, 67-91.

Peinado, Esther. Barber,Jose. (2006) A multidineradi concept of uncertainty and its
influence on entry mode coice. Na empirical analyisi the service sector. International
Business Review 15, 215-232.

Peng, (2001), “How Entrepreneurs Create Wealthran3ition Economies”, in Academy of
Management Executive, Vol.15, No.1, pp. 95-108.

278



Penrose, E. The theory of the growth of the firnxfa@d University Press: New York,
1959.Pergamon Press, Oxford, UK.

Peric, V. (2005). Tourism and globalization. Pappeesented at the 6th International
Conference of the Faculty of Management Koper, @Gesg)Centre Bernardin, Slovenia.

Perks, Keith & Hughes,M.(2008), Entrepreneurialisiea-making in internationalization:
Propositions from mid-size firms. International Biess Review 17, 310-330.

Perlmutter, Howard (1968). The tortuous evolutioh tbe multinational corporation.
Columbia Journal of World Business, 9-18.

Pett, T.F,J. & Wolff,J,(2004).(Examining SME intetiomalization motives as an extension of
competitive strategy Journal of Business and Engregurship.

Pettigrew,A.1990. Longitudinal Approach for StudyifProcess of Organizational Change.
Organization Science, Vol. 1 ,n° 3, 267-292

Perrow, C. (1992). Small-firm networks. In N. Na@h& R. G. Eccles (Eds.), Networks and
organizations: Structure, form and action (pp. 448). Boston: Harvard Business School
Press.

Pestana, D. (1998). Grupo Pestana: Um caso denatienalizagdo. Economia &
Prospectiva, 1(4),113-119.

Petersen, B., & Pedersen, T. (1997). Twenty yedier:aSupport and Critique of the
Uppsalalnternationalization Model,. In M. Forsgéeh Bjorkman (Eds.),

Petersen, Bent. Welch, Lawrence.(2002) Foreigneer@mn Mode combinations and
internationalization. Journal of Business Resedbh157-162

Phillimore, J., & Goodson, L. (2004). Progress imalfative research in tourism:
Epistomology, ontology and methodoly. In J. Phibma & L. Goodson (Eds.), Qualitative
Research inTourism: Ontologies, Epistemologies Btethodologies (pp. 3-29). London:
Routledge.

Pizam, A. (2005). Planning a tourism research itigagon. In B. W. Ritchie, P. Burns &
C.Palmer (Eds.), Tourism Research Methods: Integyatheory with Practice (pp. 91-
104).Wallingford: CABI.

Poon, A., (1993),Tourism, Technology and Competit8trategies, CAB International, Oxon,
UK.

Porter, M(1986) Competition in global industries: cAnceptual framework, in Porter, M.
(Ed.) Competition in global industries, Harvard Biess School Press, Boston,

Prasad,B. (2008) New criticisms of international nagment. An analytical review .
International Business Review 17, 617-629

279



Prange,C. Verdier,S. (2011) Dynamic capabilitiesiternationalization process and
performance, Journal of World Business, 46, 126-133

Prashantham, Shameen. (2008) New venture intenadiiation as strategic
renewal.European Managment Journal 26, 378-387

Preece, S. B., Miles, G., & Baetz, M. C. (1999)pEining the international intensity and

global diversity of early-stage technology-basehéi. Journal of Business Venturing, 14(3),
259- 281.

Pricer, R., & Cruz, E. (1996). As Exportacoes n&$EP Desenvolver Novos Mercados.
Lisboa: Texto Editora.

Prideaux, B. (2005). Factors affecting bilateralrtem flows. Annals of Tourism Research,
32(3), 780-801.

Prime,N.,Obadia,C. and Vida, Irene.Psychic distancexporter-importer relationships: A
grounded theory approach, International BusinesselRe 18, 184-198.

Quer, D., Claver, E., & Andreu, R. (2007). Foremgarket entry mode in the hotel industry:
The impact of country- and firm-specific factorstdrnational Business Review, 16(3), 362-
376.

Quer, Diego. Claver Enrique. Andreu, Rosario.(20B@)eigner Parker Entry Mode in the
Hotel Industry. The impact of country specific fas. International Review 16, 362-376

Quintens, Lieven.Matthyssens, Paul(2010)Involvihg process dimension of time in case-
based research.Industrial marketing Managment 3999

Quivy, R., & Campenhauudt, L. (2005). Manual deelstigacdo em Ciéncias Sociais (42 ed.).
Lisboa: Gradiva.

Ramén Rodriguez, A. (2002). Determining Factors BEntry Choice for International
Expansion: The Case of the Spanish Hotel Indu$tmyrism Management, 23(6), 597-607.

Rao, T. R., & Naidu, G. M. (1992). Are the stagdsimernationalization empirically
supportable? Journal of Global Marketing, 6(1/2)/-1.70.

Rathmell, J. M. (1966). What is Meant by Servicés@rnal of Marketing, 30, 32-36.

Reid, S. D. (1981). The decision-maker and exparryeand expansion. Journal of
International Business Studies, 12(Fall), 101-112.

Reid, S. D. (1984). Market Expansion and Firm Imationalization. In E. Kaynak (Ed.),
Reuber, A. R., & Fischer, E. (1997). The Influeméehe Management Team's International,

Experience on the Internationalization BehaviorSMEs. Journal of International Business
Studies, 28(4), 807-825.

280



Reuber, A. R., & Fischer, E. (2000, November). TMederating Effect of Dynamic
Capabilities on the Relationship Between ForeigtesS&rowth and Small Firm Growth.
Paper presented at the Annual Conference of thediam Council of Small Business &
Entrepreneurship,Ottawa.

Rialp, A., & Rialp, J. (2001). Conceptual framew®rdn SMESs' internationalization: Past,
present and future trends of research. In C. NnAX& P. Matthyssens (Eds.), Reassessing
the Internationalization of the Firm (Vol. 11, p}2-78): JAI Press.

Rialp, A., Rialp, J., & Knight, G. A. (2005). Théh@nomenon of early internationalizing
firms:what do we know after a decade (1993-2003)sckntific inquiry? International
BusinessReview, 14(2), 147-166.

Roberts, J. (1999). The Internationalization of iBass Service Firms: A Stages Approach.
Service Industries Journal, 19(4), 68-88.

Rodriguez, Ana.(2002) Determining factors in erghpice for international expansion. The
case of Spanish hotel Industry.Tourism Managmen523-607.

Rodriguez, Ramon.Un analisis de las dimensiones pmieladigma de OLI en la
internacionalizacion del sector hotelro espafok/Ba, 803, 141-160

Roh, Y.S., and Andrew, W., (1994), “US Hospitalitywvestment in Six Potential Eastern
European Markets”, The Council on Hotel Restauamd Institutional Education, Volume
17, No.3.

Root, F. R. (1998). Entry strategies for internagilomarkets (rev. & exp. ed.). New York:
Jossey- Bass.
Roolath, T.(2010) Entrepreneurial approach to arplg the internationalization of Estonian

small and medium enterprises. MER, Estonian Sci€ocadation

Rugman, A. (1980). A new theory of the multinatibeaterprise: Internationalization versus
internalization. Columbia Journal of World Busingbs(1), 23-29.

Rugman, A. (1980). Implications of the Theory oftelmalization for Corporate
InternationalFinance. California Management Revi28(2), 73-79.

Rugman, A. (1981). A test of internalization theokanagerial and Decision Economics,
2(4),211-219.

Rugman, A. (1981). Inside the Multinationals: TheoBomics of Internal Markets. New
York:Columbia University Press.

Rugman, A. (1981). Internalization as a generabmpneof foreign diret investment. In R.

Wright, K.C. Dhawan & H. Etamad (Eds.), Internaabmusiness: A Canadian perspective
(pp. 282-301). Don Mills: Addison-Wesley.

281



Rugman, A. (1985). Internalization is still a geadeheory of foreign direct investment.

Rugman, A. (1986). New theories of the multinatiomaterprise: An assessment of
internalization theory. Bulletin of Economic Resd#gr38(2), 101-118.

Rugman, A. M., & Verbeke, A. (2008). Internalizatitheory and its impact on the field of
international business. Research in Global Stratelginagement, 14, 155-174.

Rugman, A., & Fina, E. (1996). A Test of Internalibn Theory and Internationalization
Theory: The Upjohn Company. Management InternatiBeaiew, 36(3), 199-213.

Ruzzier.M & Konecnik,M (2007) The internationalizat strategies of SME’s: The Case of
Slovenian Hotel Industry.UDC:640.4

Samiee, S. (1999). The internationalization of e trends, obstacles and issues.
Journal:Journal of Services Marketing, 13(4/5),-388.

Sanchez Peinado, E., & Pla Barber, J. (2006). MafdEntry in Service Firms: Strategic
Variables and Characteristics of Services Influegdhe Internationalization Process. In K.

de Ruyter & P. Pauwels (Eds.), Advances in Inteonat Marketing (Volume 17 ed., pp.159-
192): Elsevier.

Schilling,J.(2006) On the Pragmatics of Qualitatidssessment, European Journal of
Psychological Assessment, Vol.22(1),28-37

Schwens,C. Kabst, R.(2009)How early opposed toitdegnationalize learn: Experience of
others and paradigmas of interpretation. Internali®@usiness Review 18, 509-522

Scott, A. (Ed.). (1997). The limits of globalizatiocCases and arguments. London: Routledge.

Scott, N., Baggio, R., & Cooper, C. (2008). Netwénkalysis and Tourism: From Theory to
Practice. Clevedon: Channel View Publications.

Scott, N., Cooper, C., & Baggio, R. (2008). Dedimra Networks: Four Australian Cases.
Annals of Tourism Research, 35(1), 169-188.

Segal-Horn, S., (1998) "The Internationalization $érvices" in The Strategy Reader,
Blackwell Business/The Open University, Oxford UK.

Seifert-Granzin, J., & Jesupatham, S. (1999). Booriat the Crossroads: Challenges to
Developing Countries by the New Trade Order. Frakipd-Entwicklungspolitik, Equations,
TourismmWatch.

Serra, F. D. (1993). Identificacdo de Estratégaiternacionalizacdo: Um Estudo Empirico

Shane, S. (1994). The effect of national culturetten choice between licensing and direct
foreign investment. Strategic Management JourrigB)1 627-642.

282



Shane, S. Locke, E. and Collins,C. (2003) Entregwenal motivation , Human Resource
Management Review, 13, 257-279

Sharma, D., & Johnson, J. (1987). Technical Coasait in Internationalization.
International Marketing Review, 4(20 -29).

Shaw, V., & Darroch, J. (2004). Barriers to Intdro@alization: A Study of Entrepreneurial
New Ventures in New Zealand. Journal of Internatldintrepreneurship, 2(4), 327-343.

Shih, H.-Y. (2005). Network characteristics of dritourism destinations: An application of
network analysis in tourism. Tourism Managemen(2R&77-289.

Shrader, R.C., Oviatt, B.M. & McDougall, P.P. (200dow New Ventures Exploit Tradeoffs
Among International Risk Factors: Lessons for theceélerated Internationalization of the
21st Century. Academy of Management Journal. 43@&)7-1247

Silva, J. R. (2005). A internacionalizacao das exs@s Portuguesas: A experiéncia Brasileira.
RAE- Revista de Administracdo de Empresas, 45(Nargspecial), 102-115.

Silva, J. R., Fernandes, F. C., & Costa, C. G. 2208 internacionalizacédo das empresas

Simdes, V. C. (1985). O envolvimento internaciodaleconomia Portuguesa: Uma analise
dos fluxos de investimento. Estudos de Economip, 8¢27.

Simdes, V. C. (2003). A Internacionalizacdo das Eewgs de Turismo: Processos e
Experiéncias Portuguesas. In IFT (Ed.), Internaai@aacéo em Turismo (pp. 33-40). Lisboa:
Instituto de Financiamento e Apoio ao Turismo.

Simdes, V. C., & Dominguinhos, P. M. (2001, Decemb@-15). Portuguese Born Globals:
An Exploratory Study. Paper presented at the ZHHBA Conference at ESCP-EAP
"Alliances and Confrontations: Globalization and ttogics of Trading Blocs", Paris, France.

Silvermann,D. (2010), Doing Qualitative ReseardmgeSPublications (Third Edition)
Silvermann,D. (2010), Interpretative Qualitativet®e&Sage Publications(Third Edition)

Slattery, P. (1996). International developmentatehchains. In R. Kotas, R. Teare, J. Logie,
C.

Jayawardena & J. Bowen (Eds.), The Internationapitality Business (pp. 30-35).London:
Cassell.

Slattery,P, 1995 International development of hotelins. The internationational hospitality
business, Cassel, London

Smeral, E. (1998). The impact of globalization anal and medium enterprises: new
challenges for tourism policies in European coestrifourism Management, 19(4), 371-380.
Sociology, 107(1), 33-60.

Solberg, C., Birgitte. S., (2002) EIBA conferend¢hens
283



Solberg, C.& Durrieu,F., (2008) Strategy developmianinternational markets: a two tier
approach”, International Marketing Review, Vol.I85: 5, pp.520 - 543

Stare, M. (2002). The Pattern of International@atiof Services in Central European
Countries. Service Industries Journal, 22(1), 77-91

Song,M.,Nason,R & Benedetto,A.(2007).Capabilitiesd financial performance: The
moderating effect of strategic type. Journal & fkkcademy of Marketing and Science,35 ,
18-34.

Sousa,C. Lopez-Martinez,F. & Coelho, F. (2008) rimkeional Journal of Management
Review,Volume 10,343-374

Stopford, J. M., & Wells, L. (1972). Managing theuNMnational Enterprise: Organization of
the Firm and Ownership of the Subsidiaries. NewkY 8asic Books.

Strauss, A., & Corbin, J. (1990). Basics of quélaresearch: Grounded theory procedures
and techniques. Newbury Park: Sage..

Sullivan, D., & Bauerschmidt, A. (1990). Incremdntdernationalization: A test of Johanson
and Vahlne's thesis. Management International Re\88(1), 48-64.

Taggart, J. H., & McDermott, M. C. (1993). The exsse of international business. New
York:Prentice Hall.

Taylor, J. (1993). An Analysis of the Factors Deteing the Geographical Distribution of
Japanese Manufacturing Investment in the UK, 19B48ban Studies, 30(7), 1209

Taylor, S. (2000). Hotels. In C. Lashley & A. M@on (Eds.), Franchising Hospitality
Services(pp. 170-191). Oxford: Butterworth Heineman

Todd, G. (2001). World travel and tourism today.An Lockwood & S. Medlik (Eds.),
Tourism and Hospitality in the 21st Century. OxfdBaditterworth-Heinemann.

Tourism and Hospitality in the 21st Century(pp.&9- Oxford: Butterworth-Heinemann.

Tribe, J. (2004). Knowing about tourism: Epistengidal issues. In J. Phillimore & L.
Goodson(Eds.), Qualitative Research in Tourism: olgies, Epistemologies and
Methodologies (pp. 46-62). London: Routledge.

Chou,T, Hsu,Chia & Chen,M. (2008): A fuzzy multiteria model for international tourist
hotels location selection. International Journaha$pitality Management 27, 293-301.

Tuppura , A. et al. (2008)¢Linking knowledge, entry timing and internationaliion
strategy”,International Business RevieWol. 17, pp. 473487

Turnbull, P. W. (1987). A challenge to the stadge=ty of the internationalization process. In
P. J.Rosson & S. D. Reed (Eds.), Managing expdry eand expansion (pp. 21-40). New
York:Praeger.

284



UNWTO (2011)World Tourism Barometer
UNWTO. (2009). Tourism highlights. Madrid: World t@iasm Organization.

UNWTO. (2010). 2009 international tourism resultsdaprospects for 2010. Retrieved
January22nd, 2010, from http://www.unwto.org/pdftBaetro_1 2010 _en.pdf

Varis, J., Kuivalainen, O., & Saarenketo, S. (200Bartner Selection for International
Marketing and Distribution in Corporate New VentureJournal of International
Entrepreneurship,3(1), 19-36.

Vellas, F., & Bécherel, L. (1995). Internationalufism. London: MacMillan Press

Vernon, R. (1966). International investment ancerinational trade in the product cycle.
Quarterly Journal of Economics, 80(May), 190-207.

Vernon, R. (1974). The multinational enterprise #mel location of economic activity. In J.
H.Dunning (Ed.), Economic analysis and the multoral enterprise (pp. 89-114). London:
Allen and Unwin.

Vernon, R. (1979). The product cycle hypothesisaimnew international environment.
OxfordBulletin of Economics & Statistics, 41(4),52267.

Vernon, R. (1983). Organizational and institutionedponses to international risk. In R. J.
Herring (Ed.), Managing International Risk (pp. 1216). Cambridge: Cambridge University
Press.

Vospitannik, N., Litteljohn, D., & Arnot, R. (1997)Environments, tourism and tour
operators: 1985-1995 in Central and Eastern Europernational Journal of Contemporary
Hospitality Management, 9(5/6), 209-214.

Wall, G., & Mathieson, A. (2006). Tourism: Changéspacts and Opportunities. Harlow:
Pearson

Wang, Z. Q., & Swain, N. J. (1995). The determisant foreign direct investment in
transforming economies: Empirical evidence from ghny and China. Weltwirtschaftliches
Archiv, 131,359-382.

Weinstein, A. K. (1977). Foreign Investments byV&sr Firms: The Case of Multinational
Advertising Agencies. Journal of International Biesis Studies, 8(1), 83-91.

Weisfelder, C. J. (2001). Internationalization @ahd multinational enterprise: Development
of aresearch tradition. In C. N. Axinn & P. Mattegas (Eds.), Reassessing
thelnternationalization of the Firm (Vol. 11, p[®-46): JAI Press.

Weiss, J. (1991). Industry in Developing CountriBlseory, Policy and Evidence. London:

285



Welch, L. S., & Luostarinen, R. (1988). Internaatination: Evolution of a concept. Journal
of General Management, 14(2), 34-64.

Welch, L. S., & Luostarinen, R. K. (1993). Inwardtward connections in
internationalization. Journal of International Metikg, 1(1), 44-56.

Westhead, P., Wright.M. and Ucbasaran,D.(2001)ifteznational of new and small firms :a
resource based view. Journal of business venti6ig33-358.

White, H. C. (1993). Markets, Networks and Conttal.S. M. Lindenberg & H. Schreuder
(Eds.),Interdisciplinary perpectives on organizadio studies (pp. 223-239). Oxford:
Pergamon.

Whitelock, J. (2002). Theories of internationaliaatand their impact on market entry.

Whitla, P., Walters, P. G. P., & Davies, H. (200@)obal strategies in the international hotel
industry. International Journal of Hospitality M@eanent, 26(4), 777-792.

Williams, P. W. (1999). Strategic partnership depehent in small and medium sized
tourism. Annals of Tourism research,38 n°1, 27-51

Williams, A. Shaw, G. (2011).Internationalizati@nd Innovation in Tourism

Williamson, O. E. (1970). Corporate Control and iBass Behavior. Englewood: Prentice-
Hall.

Williamson, O. E. (1975). Markets and hierarchigealysis and antitrust implications. New
York:Free Press.

Williamson, O. E. (1981). The modern corporatiomnigids, evolution, attributes. Journal
ofEconomics Literature, 19(4), 1537-1568.

Williamson, O. E. (1985). The economic institutioos capitalism. New York: The Free
Press.

Wilson, E. J. (1999). Research Practice in BusirMasketing: A Comment on Response
Rate and Response Bias. Industrial Marketing Mamage, 28, 257-260.
Winsted, K. F., & Patterson, P. G. (1998). Inteioradlization of services: the service

exporting decision. Journal of Services Marketiti@(4), 294-311.

Wright, R & Ricks,D (1994). Trends in Internatioralisiness Research: Twenty-Five Years
Later, Journal of International Business Studied, 95, No. 4, pp. 687-701

Wu,L. (2010) Applicability of the resource —baseew and dynamic —capability views under
environment volatility, Journal of Business Reshaf3, 27-31.

286



Yamin, M. (1991). A Reassessment of Hymer’s contidn to the theory of the transnational
corporation. In C. Pitelis & R. Sudgen (Eds.), Thature of Transnational Firm.
London:Routledge.

Yin, R. K. (2003). Case study research: Designrarthods. London: Sage.

Young, S. (1989) International Market Entry and Blepment: Strategies and

Management,Harvester Wheatsheatf.

Young,S. Shameen,P.(2003) Post-entry speed ofnatienal new ventures. International
Small Business Journal

Zahra, S. & George, G. (2002) International Enteepurial: the current status of the field and
future research agenda .In Hitt,MA, Ireland, R.Di8e,D.,.Camp,M (Eds) Strategic
Entrepreneurship: Creating a Integrated MindsetcBdell Publisher, Malden,Ma.

Zahra, S. & Gravis,D.(2000) International corporatgrepreneurship and firm performance:
the moderator influence of international environimieostility .Journal of business venturing
15 (5-6), 469-492.

Zahra, S. & Korri,J. (2005) Cognition and Interoatl Entrepreneurship: Implications for
research on international opportunity recognitiord axploitation .International Business
Review 14 (2), 129-146

Zhou, L. (2007) The effects of entrepreneurial pvity and foreigner market knowledge on
early internationalization. Journal of World Busseel2 (3) ,281-293

Zucchella, A., Palamara, G. and Denicolai, S. (200% drivers of early internationalization
of the firm. Journal of world business, 42, 286-280

287



288



Appendixes

(Appendix A) - Introduction send to the four entities related the tourism sector as
mentioned in Chapter 5

ISCTE £ Business School
Instituto Universitario de Lisboa

Ricardo Jorge de Castro Correia
Rua Quinta Calaga n°® 26
9000 — 108 Funchal
Aicep Portugal Global
Av. 5 de Outubro, 101
1050-051 Lisboa
Dr. Basilio Horta

30/06/2010

No ambito do programa doutoral em Gestédo Geralatégfia e Desenvolvimento Empresarial
da ISCTE Business School, estou a desenvolver wjeqgio de investigacdo, na area da
Gestao Internacional, com o tituldte Driving Forces of Internationalization Processn

the Portuguese Hotel Sector’sob a orientacdo do Prof. Doutor Jorge Lenglergnimna
mesma escola.

Trata-se de um projeto de reconhecido interessatifcte, como ficou demonstrado
recentemente na apresentacdo que efetuei na 48Ed&; EMAC- European Marketing
Academy e também pelas suas potenciais implicagbesvel empresarial, num momento em
que a internacionalizacdo das empresas € uma eolesiratégica vital para o
desenvolvimento econdémico do pais. Este projetoesido desenvolvido desde Setembro de
2010 e tem como estratégia de pesquisa um estydor&drio multi-caso com entrevistas
semiestruturadas. O trabalho realizado tem ap@maadadémicos e de publicacéo cientifica,
pelo que ndo havera mostra de dados confideneasgra preservado sempre o direito de

revisdo por parte das empresas participantes.

Neste sentido, vinha solicitar a colaboracdo d&XA. no sentido de me facultar a lista das
empresas portuguesas do sector da hotelaria entugem investimentos no estrangeiro, e

respetivas coordenadas, de modo a que possam iseniocontactadas para o referido
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projeto de investigacdo. Para além disso, muitadegia também o vosso apoio e autorizagdo
para a utilizacdo da vossa imagem institucionatfajmente com a do ISCTE Business

School, no oficio de apresentacéo do projeto geepdo remeter as referidas empresas.

Para a eventualidade de necessitarem de me con@gtaninhas coordenadas sao as

seguintes:

Telemovel - 96 5010775

Email -rcorreia@uma.pt

Anexo — Projeto de pesquisa

Grato, desde ja, pela vossa atencdo em relacae assinto, apresento os meus melhores

cumprimentos, Ricardo Correia
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(Appendix B)

Degree o

cultural and
geographic Level of
slsttance competition
etween
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International
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Several Level of Asset

Number of .
foreigner commitment
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which a firm
hotel

does business

operation

(Appendix C)

Has no domestic
Activity
‘CI|ent‘ Geographic
Orientation scope
Domestic
Operations
Number of Brand
hotels Segmentation
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(Appendix D)
Letter of intent including the following elementgresentation of the researcher and the
research project, scope and framework of the sfiadyal invitation and guidelines about the

process of gathering information.

Carta de apresentacédo do Projeto de Investigacao

Apoés dois anos de frequéncia do programa Doutonal ®estdo Geral, Estratégia e
Desenvolvimento Empresarial no ISCTE - IUL e pastatesenvolvimento de um modelo de
investigacdo sobre o tema da internacionalizacdeldia portuguesa j4 apresentado na
prestigiada (EMAC) Academia Europeia de Marketimg Elaio de 2011 em Liubliana, o
investigador Ricardo Jorge de Castro Correia sobemtacdo do Prof. Doutor Jorge Lengler
vem solicitar em conjunto com este Instituto e qoatrocinio da Aicep Global Portugal a
colaboracdo da vossa organizacdo empresarial patadacdo do respectivo modelo tedrico.
Esta etapa do estudo consiste essencialmente akbnaette dados no terreno e posterior
analise. Para isso é necessaria a autorizacdo slea\Kxceléncia para que o investigador
conduza a sua pesquisa de campo que consiste, entrevista semi-estruturdda no
preenchimento de um breve questionario informavom questionario confirmatério.

Tendo em conta 0 nimero reduzido da populacdoimale amostragem utilizado, a vossa
colaboracdo €& fundamental para uma posterior \@mado trabalho ao nivel do
desenvolvimento cientifico e empresarial.

Este projeto de tese doutoral esta sendo deseduotdsde Setembro de 2010 e tem como
estratégia de pesquisa o estudo qualitativo tiptiiHcaso. O trabalho a realizar tem apenas
fins académicos e de publicacdo cientifica, pele aqiio havera mostra de dados
confidenciais, e sera preservado sempre o diregtoravisdo por parte das empresas
participantes. Em anexo um resumo do objeto delestuos tdpicos da referida entrevista,

estando desde ja ao dispor para qualquer esclaetiradicional.

1 A empresa devera escolher no maximo dois quadrogedio que estdo melhor avalizados para respandgrestdes sobre a
internacionalizag&o do grupo.

2 Follow up questionnaire

Para a eventualidade de necessitarem de me corgagtanhas coordenadas sao as seguintes:

Telemoével - 96 5010775

Email -rcorreia@uma.pt

Anexo — Projecto de pesquisa
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Grato, desde j4, pela vossa atencdo em relacate assinto, apresenta os meus melhores

cumprimentos,

Ricardo Jorge de Castro Correia _ Docente e Irgas$br

The recent venture in engaging international aotiwiby Portuguese hotels is a phenomenon
that has not been previously studied, thereforeesgmting an opportunity for future research.
Research in the tourism sector in Portugal isistiits infancy, representing then an area with
a need of more studies, particularly in the inteamalization of the hotel groups (Carvalho &
Sarkar, 2008). Grounded in the literature, theopse of this research is to develop and test a
conceptual model to explain an entrepreneurial @ggpr of the Portuguese hotel
internationalization, contributing and adding nemsights to international management
research. Congruent with a new entrepreneuriabwif internationalization, where the
benefits of opportunity identification and explditm are levered by resources and
capabilities of the firm (Zahra & Garvis, 2000)istinesearch supported is by Resource Based
View within Eclectic Paradigm arguments seeks tibddbal theoretical framework and test the
linkage between motivational proactive drivers wéh entrepreneurial firm approach of
internationalization. In other words, to verify thmportance of specific resources and
capabilities developed by the Portuguese hotelfiriamis motivation to become international
within an external environmental opportunities sgem It also proposes to explore the
relationship of the antecedent motivational patigith related internationalization strategies
such as, time of entry, market selection and entvge.

Ricardo Jorge de Castro Correia Jorge Bertibettgler
Assistent Professor Madeira University Profe$S@TE_IUL
BCh in Management UNL PHd in Management_¥rsity

Graduation in Hospitality Management (SC) _ Corhgllversity of Dublin
Master Business Administration _ IESE
MSc Management _ ISCTE - UL

293



The research questions and general guideline of nestructured interview

With the consent of the participant, this interviewill be recorded and will last
approximately 90 minutes. The local choice andda of the interview will depend on the
availability of the study participant and contane following topics:

1According to the will of the participant, the inteew can be done in English or Portuguese

Introduction:Brief historical background and present activitiesof the group.

The first part of interview is composed by introshgc questions about the activity of your
hotel group. This information already present jpravious follow-up questionnaire is crucial
to obtain the characterization of the company aeks to cover the variables related to firm

experience in international and domestic markefsegent time.

1% Research Questionwhat drives your hotel group to engage in internatnal

operations?

The information about the motives which enabled ititernationalization process will be
obtained through a series of questions and alloexfdore the motives of the specific hotel
group international engagement. This part of inewis composed by one introducing
guestion and several follow-up, probing and spedfiestions in order to cover as possible

all variables of the motivation dimension.

2""  Research Question:How are strategies developed in the process of

internationalization?

The third part of interview is focused mainly ore thecond research question and concerns
how a specific hotel group develops strategieshigirtinternationalization process. The
explanatory nature of this set of questions it’panmant to understand the reasons for certain
strategic steps such as, time of entry, marketcehand entry mode.
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(Appendix E) — Follow-up questionnaire

EMPRESA

CAE (ACTIVIDADE)

LOCALIDADE (SEDE)

ANO INICIO ACTIVIDADE

N° DE COLABORADORES

N° PRODUTOS PORTOFOLIO EMPRESA

VOLUME DE NEGOCIO TOTAL (2010)

VOLUME DE NEGOCIOS MERCADO EXTERNO (2010)

N° DE HOTEIS TOTAIS / QUARTOS (2010)

N° DE HOTEIS MERCADO INTERNACIONAL / QUARTOS
MERCADO INTERNACIONAL (2010)

PROJECTOS E ABERTURAS PARA O TRIENIO (2012-2015)
PARA O MERCADO DOMESTICO

PROJECTOS E ABERTURAS PARA O TRIENIO (2012-2015)
PARA O MERCADO INTERNACIONAL

Actividade Internacional
Data de entrada (Ano de Internacionalizagao)

o 9
= 5 _ o
2 s Q 3 o (@) T
S =< S < o o =
L @ @ o S £
Pais / Area g 2 g8 a ° 3 a
=
3 3 3 3 > Q g
g 2 3 2 s a 3
2 = a
3 o S o c [0}
) @ ]
=. =.
[ s
PALOP’s
Brasil
Espanha

América Latina

Europa

Ameérica Norte

Asia

(Appendixes F, G, H, | and J)- According chapter 5 four confirmatory questiaimas were
sent to managers to obtain information, througletao$ multiple direct questions, regarding
the resources dimensions and main determinantsiterinationalization and factors related

with internationalization strategies.
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(Appendix F)

Estimulos Motivacionais

Muito
Relevante

Razoavelmente

Relevante

Relevante

Pouco

Relevante

Sem

relevancia

Experiencia e conhecimento operacional e logistico do negdcio

Conhecimento dos gostos dos clientes e relagdes privilegiadas com a

os operadores turisticos

Estabelecimento de redes de negdcio

Economias de escala

Economias de alcance e de contexto

Experiéncia internacional do gestor

Estilo do gestor

Habilidades tecnicas do gestor

Aparecimento de encomendas nao solicitadas

Capacidade operacional sub-utilizada

Orientagdo e seguimento de cliente em termos de mercados

Seguimento da concorréncia

Razdes emocionais

Ambiente de concordancia entre accionistas

Estrutura accionista favoravel

Oportunidade de acesso a um activo estratégico

Oportunidade de acesso a um mercado maior

Oportunidade de acesso a um mercado culturalmente proximo

Oportunidade de acesso a uma rede

Oportunidade de acesso a beneficios fiscais.

Oportunidade de acesso a beneficios locais noique respeita a

licenciamentos

Oportunidade de acesso a regime de incentivos ao investimento com

custos de financiamento favoraveis

Tamanho reduzido domercado domestico

Falta de competitividade ao nivel de pregos e procura do mercado

doméstico

Declinio do Mercado Domestico

Estagnagdo do Mercado Doméstico
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(Appendix H)

5 4 3 2 1
Fatores Determinantes
. , Muito Razoavelmente | Relevante Pouco Sem
(Timing de saida) a
relevancia
Relevante Relevante Relevante
Posse de recursos de escala e financeiros
Posse de competéncias operacionais e de
marketing
Integragdo em redes empresariais
Conhecimentos e perfil do gestor
Reestruturagdo ao nivel acionista e de imagem
corporativa
( Appendix 1)
5 4 3 2 1
Fatores Determinantes
Muito Razoavelmente | Relevante Pouco Sem
(Escolha do mercado) R
relevancia
Relevante Relevante Relevante
Tamanho do mercado
Potencial do mercado (Turistico)
Risco associado ao pais
Baixas Barreiras de entrada / Beneficios
governamentais
Distancia geogréfica
Afinidade Cultural
(Appendix J)
5 4 3 2 1
Fatores Determinantes X Sem
Muito Razoavelmente Rel ¢ Pouco levanci
(Escolha da modalidade de entrada) elevante relevancia
Relevante Relevante Relevante

Natureza do conhecimento e tipo de

competéncias do grupo.

Complexidade do produto ao nivel logistico e

de parametros de qualidade

Caracteristicas do mercado recetor ao nivel das

condigdes de oferta e procura

Melhor coordenagdo, obtengdo de sinergias e

eficiéncia global do negécio
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(Appendix L)

Table 15 Determinan factors of initial international engagement

mean rank

std.deviation

Operational Competences 4,43 1,51
Managerial Style 4,00 1,35
Reorganization at management and shareholder level 4,00 1,00
Marketing Competences 3,86 0,90
Network Competences 3,86 1,60
Relations between the shareholder structure and top management 3,71 0,95
F |Managerial Skills 3,29 1,11
g Emotional reasons 3,29 1,50
Manager International Experience 2,86 1,57
Follow the clients 2,71 0,95
Follow the competence 2,43 0,98
Scope economics 2,14 1,21
Scale economics 2,00 1,26
Receipt unsolicited orders 1,00 0,00
Availability of unutilized capacity 1,00 0,00
Opportunity to access to bigger market 4,43 0,98
Opportunity to access close cultural market 4,43 0,79
Opportunity to access to strategic asset 4,00 0,58
Competitiveness of Domestic market 3,71 0,53
Opportunity to access a network 3,57 0,98
Size of Domestic Market 3,14 1,03
Decline of Domestic Market 2,71 1,38
Stagnation of Domestic Market 2,71 1,38
Opportunity to access tax benefits 2,29 1,60
Opportunity to access legal benefits 2,29 1,60
Opportunity to access financial benefits 2,14 1,38

(Appendix M)

Tablel5a - Determinan factors of increase and sustain international presence mean rank

std.deviation

Follow the clients 4,57 0,49
Network Competences 4,29 1,55
Scope economics 4,29 1,73
Operational Competences 4,14 0,00
Marketing Competences 4,14 0,84

Scale economics 4,00 2,12

§ Manager International Experience 4,00 1,52
g Shareholder structure 4,00 1,10
@ |Shareholder pressure / agreement 3,43 1,00
Managerial Skills 3,29 1,22
Follow the competence 3,29 1,15
Managerial Style 3,14 1,73
Emotional reasons 3,14 1,41
Receipt unsolicited orders 1,00 0,00
Availability of unutilized capacity 1,00 0,00
Opportunity to access to strategic asset 4'43 0’58
Competitiveness of Domestic market 4,43 0,53
Stagnation of Domestic Market 4,43 1,53|

Size of Domestic Market 4,14 1,03|

g Opportunity to access to bigger market 3,86 0,41
[ Opportunity to access a network 3,86 0,00
E_, Decline of Domestic Market 3,86 1,53|
Opportunity to access close cultural market 3,57 1,00
Opportunity to access tax benefits 1,71 0,55
Opportunity to access legal benefits 1,71 0,55
Opportunity to access financial benefits 1,71 0,75
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(Appendix N)

7 7
Mean Rank Std.Dev.

Deterninants Factors (Delay Time)
Operational and Marketing Competences 3,71 0,488
Resources Level 3,57 0,976
Managerial Style (Entreprenuerial Vision) 3,29 0,983
Network Competences 2,29 1,464
Critical Incident 1,57 1,329
(Appendix O)

Determinants Factors (Entry Mode) MeanRank | Std.Dev.
Host market determinants 3,86 0,900
Tacit Level of competences 3,43 0,535
Complexity of product 3,00 1,000
Stategic Global factors 2,43 1,512
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(Appendix CatCP1)

CP1 categorized main determinants

Time delay Determinants

Critical Size
(Solid financial
position and a
significant
dimension in the

domestic market)

International Vision
(CEO and Managerial
feeling that
everything and
everyone was pulling

in same direction)

Critical Incident
(Concentration of shareholder
capital with consequences on the

growth strategy of the group)

Starting International Activity

First-order Motivations

Growth
(Growing at a

faster pace)

Risk diversification
(High concentration
of similar products in
the same geographic
area.

Low product
diversification in

domestic market)

Seek markets
(Expansion for potencialy

promising markets)

Internal Stimulus

Operational
Competences
(Export of wining
formula to the

international

Marketing
Competences
(Previleged
relationship with the

players of tourism

Managerial
Urge

(Previous CEOQ|
experience in
the

Synergies
(Reaching a
significant
dimension within

external markets

market maninly distribution and international it's also
based in related knowlwdge of| market with impostant for
operational the potential clients | access to leverage our
competences in | tastes) market investments and
top level hotel privileged performance.
service and information
project regarding
managment) marketing
opportunities)

External Stimulus Market Access to Local Client Domestic
Opportunity benefits Follower market
(As precursors we| (Apart from a (It was a Contingencies
saw a big favorable economic | stmilus to be (The crisis that

opportunity in a

promising market)

environment there
were some facilities
regarding licensing

and tax incentives)

present a new
destination
where our
present clients

were the

threatens the
internal market
makes the
exploitation of

business in othte
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potential market with
international higher potential,
customers) a way to
monetize some

structures of the

group)
Host Market Choice Determinants | Market Growth Physic distance Country risk Market
(HMD) (A world within a | (It was felt a lot of (The existence | Competitiveness
world with great | recepivity within of political and | (A very cheap
growth potential) | communs cultural social stability) | market with
bonds ) great natural
resources
available and
low
competitiveness

in our market

segement.

Entry mode Choice Determinants

(HMD) (HMD)

Business formats | Shortage of human and logistic resources
not suitable for
our company
goals

Increase International Activity

First-order Motivations

Network Seeking and Efficiency Seeking
(The efficiency in marketing and operations happeitls dimension, exploration

of partnerships and of course with good investments

Internal Stimulus

Network competences and Synergge
(Ten years of international presence must be degath

External Stimulus

Market Oportunnities
(Emergence of opportunities in markets in more mi@titive markets considered

as strategic for the group consolidation)

Host Market Choice Determinants

Market Size
Availability of complementary markets to meet CRedlsification goals

Entry mode Choice Determinants

Global strategic deteninants
Sharing Cross competences emerge as a resultwbrkecompetences and

partnerships
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(Appendix CatCP2)

CP2 categorized main determinants

Time delay Determinants

Critical Size
(Primary motivation to
grew in the domestic

market)

International vision
(International
vocation of the group

regarding its origins)

Critical incident
(restructuring of
shareholder

participation)

Starting International Activity

First-order Motivations

Growth
(Willingness to grow)

Seek markets

(Return to origins within favorable business

circumstances)

Internal Stimulus

Managerial urge
(motivated management
team within strong
complicity of majority of

shareholders)

Marketing
competences
(market knowledge
regarding the
customer preferences

Operational and
network competences
(operational skills on
business segment and
) the existence of a
business network with

the stakeholders

External Stimulus

Market opportunity
(Opportunity to recover &
building within a
favorable environment

for the tourism activity)

Accessing local
benefits

(Clear commitment
and complicity from
local authorities with
foreigner investors,
giving fiscal and legal
incentives)

Stakeholder follow
(Solicitations from
clients, banks and
public entities to open &
hotel overseas)

Host Market Choice
Determinants

(HMD)

Physic distance
(Sentimental attachment
within historical roots

and language)

Market Growth
(An increased flow of

business activity )

Market
competitiveness
(A very cheap market

with few entry barriers)

Entry mode Choice Determinants

HMD
(lack of specialized local
firms to support

multinational companies

Complexity level of competences

(A five star hotel involves a lot of operational

complexity)

ncrease International Activity

First-order Motivations

Growth

(Exploration of several
geographical axes
strategic for the

company)

Seek efficiency
(Adequacy of
investment to various
potential customer

segments)

Network seeking
(Attracting potential
investors by creating a
network of hotel units
to support a growing
business activity within
a geographically
strategic area)
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Internal Stimulus

Marketing Competences and Synergs
(As a pioneering company in the market, there i;msensive knowledge

about the reality of the market, taking into acddhe existing geographical

coverage)
External Stimulus Market opportunities Domestic market contingencies
Emergence of The increasing competiveness in the domestig

opportunities in markets | market within a economic crisis with impact in
considered as strategic | firm profitability

for the group
consolidation

Host Market Choice

Determinants

Market size
The size and strategic position of the market exsatile group to jump to

other peripheral markets with great strategic irgue

Entry mode Choice Determinants

Global strategic deteninants
Coordination and control of resources in a largeggaphical area,

considered strategic for the ambitions of the group

303



(Appendix CatCP3)

CP3 categorized main determinants

Time delay Determinants

International Vision
(I have believed and convinced the investors aljhothe risk that we might

have it was a business with future)

Starting International Activity

First-order Motivations

Profitability
(The primary motivation was

Strategic resources and Market
seeking

linked to economic reasons) (Search for a culturally close country
with unexplored natural resources for

tourism)

Internal Stimulus

Managerial Urge
(The vision and international experience of itsrfder and current CEO was

the main stimuli for this project)

External Stimulus

Market opportunity Accessing local Benefits

(The opportunities were there, | (The capital of trust, given by local
you only need to combine them| authorities to the group, showing signs
and make them available) a of course commitment to the

development of infrastructure for the

tourism sector)

Host Market Choice
Determinants

(HMD)

Physic distance Market Growth and Country Risk

(The choice of Portuguese- (There were some signs of stability and

speaking markets and economic growth in the country and at

geographical and cultural the same time there was a demand for

proximity was a natural reason)| other destinations, outside Europe, by

agents from tourism distribution)

Entry mode Choice Determinants

HMD
(There was no conditions for other forms of operatnode)

Increase International Activity

First-order Motivations

Growth
(The market diversification of the group in a caywith a large scope for
growth)

Internal Stimulus

Operational competences Marketing and Network competences

(The specialization clearly (Our ability to adapt and create network

oriented towards leisure tourism) was visible in our business profile)

n

External Stimulus

Market opportunity Stakeholder follow

(An opportunity in a nearby (There is already, a considerable
destination and with identical movement, between Cape Verde and
resort characteristics) Brazil, and we can take advantage of th

strip of clientele)

is

Host Market Choice

Determinants

Physic distance

(The choice of Portuguese-speaking market withggagphical proximity
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was a natural reason)
Market Growth
(A country with a large scope for growth)

Entry mode Choice Determinants

HM and Global strategc determinants
(It's only possible to operate if we dominate andtcol the most of our
internal operations. If we don’t manage to do ithat short term, we will not
able to be more competitive in the price)
Complexity level of competences (Product)

(The all inclusive complex management system reguday do day practice

that we have control to be competitive)

1)
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(Appendix CatCP4)

CP4 categorized main determinants

Time delay Determinants

international markets

Critical incident

The hotel company was acquired by a multinatigmalip with activities in

Starting International Activity

First-order Motivations

Growth and Marketing
Seeking

with potential has always
been the group's strategy of
extending more rapidly the
hotel brand, exposing it in
other market)

Risk diversification

(Diversification of the group through hotel

(Sustained growth in a markétbusiness activity in other markets)

Internal Stimulus

Network competences
(Deep knowledge of busines
practices within the country's

competitiveness, and local

Operational
5 competences
(Operational and

marketing skills

Managerial Urge
(Manager experience|
in several

international markets

benefits) derived from many
years of hotel
activity in the
luxury segment)
External Stimulus Market opportunity Accessing local benefits

(Opportunity to purchase an

reference resort hotel)

(Favorable external environment within loc

incentives)

Al

Host Market
Determinants

(HMD)

Choice

Physic distance
(The existence of a cultural

and linguistic proximity )

Market Growth
(Confirmation of
economic reality of
the country, with a
space and
environment for a
group that wants to
grow and
consolidate a mark

of excellence)

Market
competitiveness
Shortage of
competences in the
hotel service sector i

the luxury segment.

Entry mode Choice Determinants

HMD
(The time needed for the
concession’s exploration is
not compatible with the

market's concessions)

HMD and complexity level of

competences(Product)

(Ceding to a

imminently based on our marketing skil
within a complex product, would be a risk

move for us, in a deregulated market)

third party a concef

n
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Increase International Activity

First-order Motivations

Growth , Efficiency Seeking ans Brand Recognition
(The intention to prepare the group to expand tmgger market with great
growth potential, was to create synergies betwearkets in a more

competitive and visible environment)

Internal Stimulus

Network competences and scale easomics
(The strategy of serving two complementary higlueaadded markets)

External Stimulus

Market opportunities Domestic market contingencies

(A opportunity to explore a (Need to gain dimension and the
reference luxurious hotel in a high| domestic market had no conditions fo

competitive environment) these kind of expectations)

Host Market Choice

Determinants

Market competiveness
(The group moved forward allowing a rapidly expansio a more
competitive environment with greater marked visiil

Entry mode Choice Determinants

HMD
(The group should have control over operationshénurban market, this

could be possible but we haven’t enjoyed yet theriety for it)

=
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(Appendix CatCP5)

CP5 categorized main determinants

Time

Determinants

delay

Critical incident

(Sold our "crown jewel" for quite some money anétence of available

financial resources derived from the disinvestment)

Starting International Activity

First-order

Motivations

Market Seeking
and Risk
Diversification

(the market
diversification
activity was a need

for the group

Growth

our growth)

(the foreign market has given us a perspectiven$alidation of

survival)
Internal Stimulus Operational Marketing and Network Competences
Competences (network of knowledge on the distribution sectottie tourism

The operational
skills in a destination|

of excellence

outside Europe)

operation which, at the time, were looking for néestinations

External Stimulus

Market

opportunities

(Environment
conducive to the
appearance o]
business

opportunities in an
unexplored and

emerging market)

Accessing to
local benefits
(A

business

favorable

N environment face
a good reception
and support by
the local

authorities)

Domestic Market Contingences
(the group could hardly grow in the region
market, facing the poor perspectives in

local market)

Host Market Choice
Determinants
(HMD)

Market Size and
Market Growth
(Great attractiveness
in terms of natural
resources within
growth, where we
can develop our
business in a marke
segment attached to

leisure)

Physic Distance
(The perception
, that the
Portuguese
investors, were
welcomed by
local authorities,
[ reinforcing the
idea and the
opinion that
there was a
proximity
between the two

countries in

Market Competitiveness

(Favorable environment for investing, give
the favorable exchange rates and growth
potential of the market with low entry

barriers)
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terms of business

environment)

Entry mode Choice

Determinants

HMD Tacit level of competences

(The absence of (the lack of international experience and limiteerial awarenes
attractive formats of | in the foreigner market )

exploration of the

hotel business for a

small group)
Increase International Activity
First-order Growth
Motivations (The foreign market has given us a perspectiven$alidation of our growth)

Internal Stimulus

Internal Competences
(We seek to capitalize on the experience that we ained in this market where clearl

we were pioneered)

External Stimulus

Market opportunity Stakeholder follow Domestic Market
(There was an exponential(The increase commitment of Contingences

growth in flights to and Portuguese multinationals in (An decline in

from host market by the these countries and the profitability in the
Portuguese airline company)Positive information domestic operation due
generated by that presence | the stagnation and lack
was a strong stimulus for us| of competiveness of

to move forward) domestic market)

Host Market Choice
Determinants
(HMD)

Market Growth
(Taking advantage of a new cycle of internal taaria host country, as an emerging

economy, was crucial to consolidated the hotelratjm)

Entry mode Choice

Determinants

HMD and Tacit level of competences
(The changes operated in the market and limitedcbaavareness)
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(Appendix CatCP6)

CP6 categorized main determinants

Time delay

Determinants

International Vision

(Taking into account, our performance in the reglanarket, we couldn’t think more abo

growing in the internal market)

Starting Internat

ional Activity

First-order
Motivations

Market Seeking

(We began prospecting for other
destinations with potential clientg
available, where at the same tim
we could expand our brand
concept)

Growth

(The growth motivation emerge in a clear purpose tp
export a concept of management that was clearly

2 winning in the domestic market)

Internal Stimulus

Operational and Marketing
Competences
(Business experience and

economic performance)

Network competences

(Take advantage of (The CEO international
the synergies of the experience, within the
partner's experience) | network of contacts in

international markets, wals

cruci

Managerial Urge

of internationalization)

al to trigger the proceg

[

External Stimulus

Market opportunities
(We notice positive signs, given
by Portuguese hotel groups, alre

the development of joint operations, between opesaind

small group hotels on medium and long haul destinat

with success)

Dom
by our partnerd amen

ady abroad...| aigohed| (Our

Contingences

presence, in a small markge
such as Madeira, does npt
allow us

growing alternatives)

estic Market

policy on a sustained

—

to have great

Host Market Choice
Determinants
(HMD)

Market Size and Market Growth
A destination where there was a

of demand from both European and

North American market

Physic Distance
boom A market that, although

culturally close, had

already some
international presence
including  Portuguesé

hotel groups

Market
Competitiveness
(Through our network
of contacts, along with
,our partner we decided
2 to try more competitive
markets less dependent

on tourist operations.

Entry mode Choice

Determinants

Complexity level of competences

(It facilitates the operation contro

which is an obligation when you want

to make sure that each client has an

appropriate solution in terms of p

| We do not believe in

essential, for this

Global Strategic Determinants

pre-cooked formulas g

being one hundred per cent in a project,| is

stage of exchanging

roducexperiences. We believe that internationalization
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and service) is a two-way process, with regardhéoslynergies

obtained.

Increase International Activity

First-order
Motivations

Brand recognition and network seekers
The creation of partnerships and synergies is oal, glespite all of these actions were
rational they resulted always in market opportesitivithin brand awareness... The bigger

are the synergies, the greater the probabilitpt¢ogiase our international visibility.

Internal Stimulus

Internal Competences
(Deep knowledge in one of the most competitive reerkn the world taking into account g

supply of complementary hotel products in the malman markets )

External Stimulus

Market opportunity Stakeholder follow

(Market with great attractiveness with|gCustomer loyalty across the supply chain)
capacity of attracting customers acrgss

borders even with positive impacts on the

domestic market)

Host Market Choice
Determinants
(HMD)

Market Size
(Use the market as a platform out to other perighearkets)

Entry mode Choice

Determinants

HDM

(The adequacy in terms of brand and market foreei invest in profound renovations in
our hotels, taking into account what we believbeavithin the parameters of the product
and target customer)

HMD

(Markets that are very competitive but with a lowisk, with regard to its residual value)
Global strategic Determinants

(The requirement to coordinate operations and &yt a better market knowledge in

order to optimize the partnership)
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(Appendix CatCP7)

CP7 categorized

main determinants

Time delay

Determinants

The accumulation of financial resources and intecoanpetencies on planning, activiti

coordination, marketing and operational skills,ibess relationships and support network|

Critical Size

Starting International Activity

First-order
Motivations

Efficient Seeking

(Growing with a strong
upstream side bet, creating
marketing and distribution
channels that dominate where
the Group could have a
significant influence, in order tg
reduce the levels of dependeng
on large clusters of tour
operation, and furthermore bet
on the downstream areas of
tourism activities to increase th
attractiveness of our hotel

product)

Growth and Risk
Diversification
(Willingness of the group'
growth and diversificatio
of investments which will
in time already surpass
the 120 million Eurc)

e

> (Brand awareness, with

Network Seeking and

Brand recognition

visible effect on the

displacement of ou

customers, through
network of units and at th
same time minimizes th

risk of the operation)

Internal Stimulus

Operational Competences
(Experience in implementation

and development projects)

Marketing competences

expertise, \e think we are
capable of adapting them
all the contingencies th
internation.

arise in the

marke.)

(Concerning our marketing

Managerial Urge

(The entrepreneurial spir
of the group had its genes
in two businessman wh

immigrated to South Africa

with a worldwide
international managemer
team)

D

1%}

£S

|2}

is

=3

External Stimulus

Market opportunities

(The size of company the and network of contactegius

market power that allowed

opportunities to explore them too)

to have access to the

Accessing to local benefits
(We
beglcome ... we are a groy

are always very
that often takes roots, w

generate jobs and dire

investment, and thi
generates  some loc
benefits)
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Host Market Choice
Determinants
(HMD)

Market Size and Market Physic Distance Market Competitiveness

Growth (We wanted the brand tp (As first movers, we benefit
(twas importantto finda | grow, in terms of| from a climate of weak

space where the group couldnotoriety, always in g competitiveness in the tourism
combine ambition and direction to the| sector, within an economic
ability to grow, in another | Lusophonia. A| cycle not so optimistic. We

words , a country with that | Portuguese hotel brand |nwere very welcomed, and

dimension to the extent of | Portuguese-speaking

our ambitions and countries.) relations across the country,
capabilities.)
do not follow anyone and ende
up winning a huge market that
would be a leverage toll for

other investments)

Entry mode Choice

Determinants

HMD

(It is clear that in the first

Global Strategic Determinants
(At a later stage of consolidation and brand pr&ten of
phase of the group, there | reaching a critical size on the market, we wanted

was a natural inclination for| strengthen our image, obtaining the goodwill of

controlling operations in thg government, workers, suppliers society in general)
face of uncertainty that was|
placed on the market in
result of incipient networks
of connections with the

locals)

Increase International Activity

First-order

Motivations

Network seekers and Strategic Assets seekers

(The expansion into several markets at the same {8ra strategic line of diversification, i
a sustained growth, based on synergies from tia¢ioatof the customers on our network g
hotels, taking advantage of economies of scopesealé, having a balanced portfolio, in

terms of risk and profitabilify

Internal Stimulus

Marketing and Network competences

(In addition to the traditional distribution netvdusiness, we want to capture customers

directly from the markets where we are deployedovind loyalty)

External Stimulus

Market opportunities
(The group is on the front line, in the detectidmpportunities due the development of a
multidisciplinary team in the company, and the &xise of a network investment and

related development poles in many countries)

somehow, we managed to gain

within a national presence...Wg

Host Market Choice
Determinants
(HMD)

Market Size

(The markets choice is undertaken in network logic)
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Entry mode Choice

Determinants

Global strategic Determinants
(We understand that we still must grow organicalya matter of group mission
consistency, and, to meet some contingenciestieanarket places for a group of our sizs

(To achieve more rapidly a critical capacity at cesources level, there will have to be go

)
nd

coordination between the local units and the parentpany)
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