CAPITULO 10

INVESTIMENTO
DIRECTO




10.1 DEFINICAO




INVESTIMENTO DIRECTO

Foreign direct investment (FDI) is defined
as an investment involving a long-term
relationship and reflecting a lasting interest
and control by a resident entity in one
economy (foreign direct investor or parent
enterprise) in an enterprise resident in an
economy other than that of the foreign direct
investor (FDI enterprise or affiliate enterprise
or foreign affiliate. FDI implies that the
investor exerts a significant degree of
influence in the management of the
enterprise resident in the other economy.



10.2 MOTIVACOES




PRINCIPAIS
MOTIVACOES

» Mercado
» Acesso a materias- primas

» Acesso a custos de producao mais
baixos

» Segquir clientes
» Responder a concorrentes

» Aprendizagem



MOTIVACOES HBE E
HBA
Kuemmerle (1999)

HBE: Home base
Exploiting

HBA: Home base
Augmenting



10.3 DIMENSOES DE ANALISE




CARACTERISTICAS DOS
INVESTIMENTOS DIRECTOS

TOTAL

PROPRIEDADE

PARCIAL 3
JOINT
VENTURE
GREENFIELD .
(Inv. de raiz)
MODO DE

INVESTIMENTO
AQUISICAO
COMERCIAL

TIPO DE PRODUTIVA
ACTIVIDADE 1&D




10.4 AQUISICOES:
VANTAGENS E
DESVANTAGENS




o Enfrada mais
ultrapassando os problemas de arranque

o Mais rdpido inicio do perfodo de
recuperagio do investimento

o Obtengdo de quota de mercado

o Acesso ¢ dominio de recursos escassos ou
especificos (tecnologia, imagens de marca,
capacidades de gestdo, conhecimentos do
mercado)

o Possibilidade de internacionalizagio das
compet€ncias da empresa adquirida

o Sinergias relativamente a outras actividades
ou linhas de produtos da empresa

o Eventualmente, baixo custo

o Eventualmente, custo excessivamente elevado

Problemas de 1dentificagdo e seleclo das
empresas alvo adequadas
Dificuldade de avaliagfio
competéncias disponiveis
Unidades antiquadas e/ou modos de gestio
inadequados

Dificuldade de integraciio cultural entre as duas
empresas

Ndo  concretizagdo  das
complementaridades antecipadas
Dificuldade de manutengéio de quadros chave
Atitude negativa das autoridades locais face s
aquisicdes

exacta  dag

sinergias  ou

Quadro 8 - Vantagens ¢ Desvantagens das Aquisicdes face ao Investimento de Raiz




10.5 JOINT- VENTURES
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BASES OF INTERORGANIZATION CO-OFERATICH

Firm 4 Firm B

Weightings of Weightings of

factors leading factors leading

firm 4 w0 cu-aperate i firm B {0 Co-opcrate
with firm 8 and Pan{icr-tq—paﬂncr ” with firm 4. arnd sources
sources of firm 4°s relationship of firm 8's relative
relative bargaining bargaining power

power 1. Co-operation benefins
1. Co-operation benefits 2. Resources offered

2. Resources «ffered 3. Costs of co-operating
3. Costs ol’cu-qpcra(ing +. Alternarives o J\U -
4. Alternatives to JV 3. Need to co-operate

5. :\'ccd to t'n—npcratc

v

: The bargaining agreement {7}
defines (8) joint

venture's domain

a4 4

P_arcnt- child ' Parent—child
I‘clﬂ.{iun-\hip rc]:ltionship
- b

8. Joint venture
(the child’)
9. Quiputs
10. Inputs
11. Control incchanisimns
12. Duration or stahility
of the agreement

o

a

Child™s compctitive environment

e

Change stimuli

The (i2) Seability of the (8) Joint veature (and timing of changes in

the (7) Bargaining agreement defining it} depends upon

13. Changes in parcnts® strategic mission

14, Changes in importance of child to each parent

15. Changes in parent’s relative bargaining power

16. Changes in the child’s industry (and success requirements therein)

17. Effectiveness of child’s competitive strategy

18. Changes in child's need for autonomous activities

19. Changes in patterns of parcat—hild co-ordination nccded for
competitive success

Figure 1. Partner-to-partner relationships creating a joint venture



FACTORES DE SUCESSO
DAS JOINT-VENTURES
SUCESSO

(ESTRUTURACAO)

Empenhament
oem
Colaborar

|

SUcCesso

Conhecimento
Mutuo

Apoio
de
Intermediarios

v

Fundamentacao
da
Decisao

Qualidade
do
Contrato



FACTORES DE SUCESSO
DAS JOINT-VENTURES
SUCESSO

(DESENVOLVIMENTO E GESTAO CORRENTE)

Empenhament
oem
Colaborar

|

SUcCesso

Conhecimento
Mutuo

Equilibrio de
contribuicdes e
beneficios

v

Utilizacao de
gestores locais

Partilha do
porder de
decisao



FACTORES DE SUCESSO DAS
JV (1)

1. PREPARACAO
- DEFINICAO CLARA DE OBJECTIVOS
- FUNDAMENTACAO DA DECISAO
- SELECCAO DO PARCEIRO
- EMPENHAMENTO NA OPCAOQ DE JV
- CONTRATO ADEQUADO E COMPLETO

2. COMPATIBILIDADE

- COMPATIBILIDADE DE OBJECTIVOS E DE
ESTRATEGIAS

- COMPATIBILIDADE CULTURAL
- COMPATIBILIDADE ORGANIZACIONAL

- COMPATIBILIDADE DE RECURSOQOS/
CONTRIBUICOES

3. RELACOES ENTRE OS PARCEIROS
—  CONFIANGCA INSTITUCIONAL
—  CONFIANGCA PESSOAL
—  RELACOES ANTERIORES
—  PERCEPCAO DE EMPENHAMENTO MUTUO
—  EQUILIBRIO DE CONTRIBUICOES E BENEFICIOS

—  SEPARACAO CLARA DE RESPONSABILIDADES E
FUNCOES

- FLEXIBILIDADE



FACTORES DE SUCESSO DAS
JV (1)

4. CARACTERISTICAS DA
ACTIVIDADE DA JV

— POSICAO DA JV FACE AOS PARCEIROS

(AS RELACOES HORIZONTAIS SAO MAIS
PROPICIAS AO SUCESSO)

5. CARACTERISTICAS DA
GESTAO

“INDEPENDENCIA” DA JV

ADEQUACAO ENTRE CRITERIOS DE
SUCESSO, ACTIVIDADES

CONTROLADAS E MECANISMOS DE
CONTROLO

6. ENQUADRAMENTO

— CARACTERISTICAS DA INDUSTRIA

GRAU DE INTERVENCAO
GOVERNAMENTAL



10.6 PROCESSOS DE DECISAO
E DE EVOLUGCAO DOS
INVESTIMENTOS NO
ESTRANGEIRO




THE ROLE OF SUBSIDIARIES

* ADOUBLE ACTIVITY

=> « LOCAL “EMBEDDEDNESS” ENABLES

KNOWLEDGE ACQUISITION THROUGH

INTERACTION
AND

~» ¢ CONTRIBUTION TOWARDS MNE NETWORK

* INTER-ACTION AS A NON-SYMMETRICAL PROCESS
« DIFFERENT “COMBINATIVE CAPABILITIES”
« DIFFERENT COMPLEMENTARY ASSETS

* NON-ADDITIVITY OF KNOWLEDGE



The Old ‘Double-Faced’
Affiliate

;

MNE NETWORK LOCAL

Source: Simbes (1990)



THE NEW DOUBLE-FACE
AFFILIATE

RC1

MNE NETWORK LOCAL

GLOBAL PERSPECTIVE * LOCAL PERSPECTIVE CHANGING -
TOWARDS

LOCAL-FOR-GLOBAL PERSPECT.VE

Source: Simbes (1990)



Criagdo
da
Filial

DESENVOLVIMENTO DA

Fase 1

Conseguir
Viabilidade

—>

ACTIVIDADE DA FILIAL

Fase 2

Construir a
Sustentabilidade | Mandato

Filial
Viavel

Geografico

/
N

Especializagdo
Actividade

Fonte: Construido com base em

=

Birkinshaw & Hood (1997)

Aplicagdo
Regional

Centro de
Exceléncia




Factores

Desenvolvimento da Actividade da

Conseguir Viabilidade

Filial

Construir Sustentabilidade

Mandato Geografico

Especializacdao Actividade

Empresa Mae

Investimento Directo
para a criacdo da filial:
definicdo do contexto
de actualizacao

Defini¢do de orientacdes
Atribuicdo de margem
de manobra para a filial
desenvolver iniciativas
de acgao

Defini¢ao de orientagdo
e/ou

Reconhecimento da
acumulagdo de
competéncias pela filial

Desempenho do
mandato definido
Desenvolvimento de
rede de relagoes

Afirmag@o no mercado
local

Aprofundamento da
rede de relagdes

Criacao/Aprofundamento
de competéncias
Iniciativa de
desenvolvimento de

Ganho de quota de Iniciativa de novos negocios
Filial Mercado desenvolvimento de

Novos

negocios/mercados
Incentivos ao Factores de adjungao de Relevancia da procura
investimento projectos local
Factores de adjudicacao Desenvolvimento de Especificidade/Exigéncia
de projectos mercado técnicas da procura local
Desenvolvimento do Ritmos de investimentos Ritmos de Exigéncias de

Pais de mercado € Noivos projectos investimento € novos
Localizacio Clima genérico de Influéncia/visibilidade produtos

Investimento

Regional

Factores de adjudicagao
dos projectos

Fonte: Construido com base em Birkinshaw & Hood
(1997)



10.7 TIPOLOGIAS DE FILIAIS




White & Poynter

(

Ambito do produto

Dimensdes | Ambito do mercado
Valor Acrescentado

% Filial Réplica

»»  Marketing Satellite

“*  Produtor Racionalizado
X Especialista de Produto

»  Strategic Independent



Martinez & Jarillo
(1)

" Ambito Geografico
Decisoes ! Ambito de Produto
Estratégicas Ambito de Empresa
\
[ Integracao
Dimensdes y
Localizacao

\.

\/

* Estratégias das Filiais e Caracteristicas
do Pais de Implantacao



Martinez & Jarillo
(1)

+ Subsididria Subsididria
Passiva Activa
Integragdo
Subsididria
- Autdénoma

Localizagdo



Bartlett & Ghoshal

A ,
LIDER
BurAco NEGRO ESTRATEGICO
Importdncia
Estratégica do
Local de
Implantacdo
da Filial
EXECUTOR “CONTIBUTER"
b
b A

NIVEL DE RECURSOS E COMPETENCIAS DA FILIAL

Fonte: Bartlett & Ghoshal



James Taggart

(1) Autonomy
Dimensions
(2) Procedural Justice

Four Types of Subsidiaries

# Partner (High A — High PJ)

# Collaborator (Low A — High PJ)
# Militant (High A — Low PJ)

# Vassal (Low A— Low PJ)



A. K. Gupta &

K. Govindarajan

Critério Basico:
Participacao nos Processos de Partilha
de Conhecimento na EMN
(Emissao/ Recepcao de Conhecimento)

4 TIPOS
Integrated Player (A/A)
Global Innovator (A/B)
Implementer (B/A)

Local Innovator (B/B)



QUADRO 2.1
ESTRATEGIAS EMPRESARIAIS F CARACTERISTICAS DA IMPLANTACAO EXTERNA

CONF{4URACAQ GEOGRAFICA DAS ACTIVIDADES

ESTRATEGIA COORDENAGAD TIPO DE
IMPLANTACAQ EXTERNA
PRODUGAO |COMERCIAL.| SERVIGO | DESENVOL/. | APROVISION.
TECNOLOGICO
Condéstica Sede Sede Sede Sede Sede Forte (a nivel [nexisténcia de implanta¢do prépria.
nacional) Possfvel utilizagdo de formas con-
tratuais de exploragdo de intangi-
veis (licengas, franchising ...)
Doméstica com
aprovisiona- |Sede Sede Sede Sede Exterior fraca Contratos longo prazo (recursos)
mento Sub-contratagdo (produtos estandar-
internacinnal dizados)
Exportadora |Sede Dispersa |Disperso |Sede Sede Variavel Filial comercial I
Doméstica com|Dispersa |[Sede Sede Sede Sede Forte (a produgdo |Plataforma de transformagdo directa
produgao (poucos no exterior res-
deslocalizada|paises) tringe-se as opera-
¢oes trabalho-in-
tensivas e é objec-
to de estreito
controlo pela Sede)
Multi- Dispersa |Dispersa |Disperso |Sede Disperso Fraca Filial industrial orientada para o
-Doméstica (Actividades (com excep¢ao de |mercado interno
adicionais algumas éreas
nos princi- estratégicas)
pais
mercados)
Controlo de |(Dispersa |Dispersa |Disperso |Sede Disperso Forte Filial exploragao recursos
Recursas (Varidvel
em fungéo
da concen-
tragdo dos!
recursos e
dos custos
de escala
de trans-
formagdo)
Multinacional
Integrada Dispersa |Dispersa |Disperso |Sede Sede/ Forte Filial produtiva racionalizada
/Disperso (A especializagdo
das filiais pode
fazer-se em fun-
¢do de produtos/
e/ou de processos)
Global Pura |Sede Dispersa |[Disperso |Sede Sede Forte Filial comercial 11
(Mundial) |(Mundial)
Global por |Concen-  |Dispersa |Disperso |Disperso  |Dispersa  |Forte Especialista de pruoduto
Produto trada(por |(Mundial) |(Mundial (por
produto) produto)
Fonte:

Elaboragdo prépria, a partir de obras referidas no texto.
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1. THE NEW LANDSCAPE FOR
FDI

Growing competition for attracting FDI
* Increasing share of FDI in services

« Changing characteristics of
manufacturing FDI: from market seekers
to labour and efficiency seekers (and
strategic asset seekers)

 Paradox 1: while countries strive to
attract FDI, foreign subsidiaries
exposure to divestment increases

« Paradox 2: while foreign subsidiaries
are increasingly vulnerable to
divestment, some are gaining key
positions in MNC networks



2. FOREIGN SUBSIDIARIES:
THE ISSUES (1)

*» Increasing Exposure to Divestment:
Why?

— Foreign trade liberalisation:
manufacturing/marketing divide

— Technological change: Product life cycles and
plant life cycles are becoming shorter

— New players in the game: the advantages of
Eastern Europe, but Far East is the great
challenger

— New organisational arrangements: supply
chain management

— Redefining company borders: disposing of
assets, redesigning activity portfolios

— Increasing inter-subsidiary competition for
new projects



2. FOREIGN SUBSIDIARIES:

THE ISSUES (I1)

** New Opportunities for Subsidiaries

A new corporate management logic: new room for
subsidiary initiative

Taking advantage of diversity of locations for
Worldwide learning

New possibilities for developing subsidiaries’
competences

... but...

Increasing inter-subsidiary competition for new
projects



3. FOREIGN SUBSIDIARIES
AS ‘DOUBLE FACE’
ORGANISATIONS (1)

The Old ‘Double-Faced’
Affiliate

=

deg

the market :

MNE NETWORK LOCAL

Source: Simodes
(1990)



3. FOREIGN SUBSIDIARIES
AS ‘DOUBLE FACE’
ORGANISATIONS (Il

THE NEW ‘DOUBLE-FACED’
AFFIl IATF

MNE NETWORK LOCAL

GLOBAL PERSPECTIVE * LOCAL PERSPECTIVE CHANGING
TOWARDS

LOCAL-FOR-GLOBAL PERSPECT.VE



4. FOREIGN SUBSIDIARIES
ROLES (1)

Subsidiaries Are Not Equal...
... They Are Differentiated

+» Differentiation Factors

— Location: subsidiaries and NSI
— Competence accumulation
— Managerial initiative

— Corporate integration policies



4. FOREIGN SUBSIDIARIES
ROLES (Il

Different Taxonomies
* White & Poynter

“* Martinez & Jarillo
*+»James Taggart

< Bartlett & Ghoshal

“* Gupta & Govindarajan

What Do We Learn From Subsidiary
Taxonomies?



White & Poynter

(1) Product

Scope
Dimension (2) Market
Scope
(3) Value Added
Scope

X Replica Affiliate

X Marketing Satellite

X Rationalised Manufacturer
X Product Specialist

X Strategic Independent



Martinez & Jarillo (l)

Strategic Decisions <

 Geographic
Product

(Scope)

Dimensions 4

\

/

Characteristics of
Host Country

k Company

Integration

Localisation

% Subsidiary Strategies and



Martinez & Jarillo (ll)

+ Passive Active
Subsidiary Subsidiary
Integration
Autonomous
- Subsidiary

Localisation



Bartlett & Ghoshal

A ,
LIDER
BurAco NEGRO ESTRATEGICO
Importdncia
Estratégica do
Local de
Implantacdo
da Filial
EXECUTOR “CONTIBUTER"
b
b A

NIVEL DE RECURSOS E COMPETENCIAS DA FILIAL

Fonte: Bartlett & Ghoshal



5. FOREIGN SUBSIDIARIES
LIFE CYCLES (1)

* From the Uppsala Establishment Chain
to Foreign Subsidiary Life Cycles

% Foreign Subsidiary Life Cycles: The
Time-Bound Evolutionary Process of
Subsidiary’s Roles and Competences

++ Different Patterns: Decline Is Not
Inevitable as Fortune Does Not Last
Forever

% Subsidiary Life Cycle at the Crossroads
of Four Factors:

— Corporate
— Recipient country
— Industry

— Subsidiary performance and behaviour



5. FOREIGN
SUBSIDIARIES LIFE
CYCLES (I1)

' \

Towards Excellence — Specmc\'
Ensuring Gaining A ) competences servicing the MNC

Viability Sustainability network
Establishm Good Performa%lltggcmn Renew
ent Increased Resoralleng al

Committment Declin
Founding . e
Developing

91{0;?)11322: Capabilities Busipgss-as-gsual - Focusjng ona
Commited Establishi e speglflc domain (Gqurapmc focus
Performance SHabISAING provides more sustainability...but does
Reputation not ensure sustainability for ever)
Gaining new Declining — Path to divestment
opportunities/
exploring @
opportunities

Source: Elaborated by the author, with insights from
Birkinshaw & Hood (1998),
Taooart (199R) and Reser & Zafrane-Bravo (2004)



6. DIVESTMENT
PROCESSES (I)

The Various Faces of
Divestment

*Forced divestment
*Subsidiary sell-off
*Sell-off joint-venture stake

*MBO
. *Partial sale of equity stake
Maint “Business as usual”
(no divestment)
ACTIV
ITY *In situ recession *Subsidiary liquidation
*Technological downgradifitjant closure
*Relevance decline *Sell-off of equity

(termination of manufaciustage with reduction or
activities; focussing on | downgrading of activities
Reduc | low value added activitigs)

Maint ", NERSReduc.

HIP



6. DIVESTMENT
PROCESSES (III)

The Main Factors: An Empirical
Analysis of Divestment in Clothing
and Footwear Industries in
Portugal

Divestments are processes:
divestment ‘signals’ need to be
understood

Divestment moves cannot be
explained solely in terms of
declining location advantages

Subsidiary initial conditions
constrain adaptation and capabillity
upgrading

Redefinition of MNC ‘boundaries’:
new ‘make or buy’ approaches

New sourcing policies: increased
global reach



6. DIVESTMENT
PROCESSES (IV)

Explaining International Divestment
Processes: A Revised Framework




7. CENTERS OF
EXCELLENCE (1)

AUTONOMY VERSUS INTEGRATION

« Autonomy is needed for the subsidiary to

create, develop and strengthen its
capabilities

* Integration is needed to have influence
over other units of the MNE network

“Too much autonomy makes the subsidiary
mandate

potentially vulnerable to divestment (as a
spin-off
company) or decline (because of a lack of
corporate
investment)”
(Birkinshaw, 1996: 488)

 How to balance knowledge
development with knowledge sharing?



7. CENTERS OF
EXCELLENCE (Ill)

How to become a CoE?

— Local embeddedness matters:
responding local challenges;

leveraging local responses at group
level

— Co_rp_ora_te involvement is essential for
gaining influence

— Developing competencies:

operational capabilities as a ‘launching
tool;

then, achieving design excellence

’

— Acquired CoE as a specific case:

a significant part of subsidiary
capabilities acquired earlier, under
former ownership



7. CENTERS OF
EXCELLENCE (IV)

Losing the CoE Status

— The competence is no longer relevant
for the corporation: Beware of
specialisation traps

— Redesigning corporate boundaries
— Local advantages no longer relevant

— Insufficient refreshment/strengthening
of capabilities: CoE status has to be
continuously justified

— The challenge of newcomers: loosing
a project may be the first step in the
road to decline



8. CONCLUSIONS

Divestment processes and CoEs as two faces of the
same coin

— Fast change is central to life cycle analysis

— Founding conditions matter: lacking basic design and/or
marketing capabilities as

a restriction

— Local embeddedness is key: manufacturing platforms are
short lived; local challenges may give rise to specific
subsidiary capabllltles

— Managerial initiative is central for achieving excellence and
gaining status

— Corporate involvement is essential: only those that perform
relevant activities are chosen; autonomy without
involvement increases vulnerability

— Sustaining a CoE status is a never ending game: intra-
corporation competition is at place

— Fortune may change fast: the exposure to corporate
restructuring

— The role of national authorities in supporting foreign
affiliates: the need for selectivity



