
1 
 

 
 

 

 

Internationalization strategies of emerging country multinationals (EMNCs):  

The case of Multilatinas 

Doctoral Dissertation 

 

 

 

 

 

 

 

 

 

Mauricio Losada Otálora 

Director: Veneta Andonova Zuleta 

Committee members: Lourdes Casanova, Roberto Gutierrez, and Jorge Ramírez 

 

 

 

Business Management Department 

Universidad de Los Andes 

December, 2013 

Bogota, Colombia  



2 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

A Santiago 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Aprobada 

3 



4 
 

 
 

 

CONTENTS 

1.  Introduction ..................................................................................................................... 9 

2.  Theoretical framework .................................................................................................. 13 

2.1 Key constructs ............................................................................................................. 13 

Resources. ..................................................................................................................... 13 

Institutional uncertainty. ............................................................................................... 14 

Strategies. ...................................................................................................................... 15 

Strategic decisions. ........................................................................................................ 15 

2.2 Hypotheses development ............................................................................................ 16 

Institutional uncertainty, resources, and strategies of OFDI.   ...................................... 16 

   FDI strategies and strategic decisions. ........................................................................... 22 

Non-market resources and EMNCs. ............................................................................. 24 

3.  Methodology ................................................................................................................. 28 

3.1  Development of metrics ............................................................................................. 29 

3.2 Measures ..................................................................................................................... 30 

Main variables. .............................................................................................................. 30 

Control variables ........................................................................................................... 32 

3.3 Identification of Multilatinas. ..................................................................................... 33 

3.4 Unit of analysis ........................................................................................................... 38 



5 
 

 
 

3.5 Data collection ............................................................................................................ 38 

3.6 Analytical technique ................................................................................................... 39 

3.7 Common bias variance ................................................................................................ 40 

3.8 Non-response bias ....................................................................................................... 41 

3.9 Model. ......................................................................................................................... 41 

3.10 Data analysis. ............................................................................................................ 42 

PLS-SEM path modeling. ............................................................................................. 42 

Multinomial logit model (MLM). ................................................................................. 44 

4.  Results ........................................................................................................................... 45 

4.1 Quality assessment of PLS-SEM model ..................................................................... 46 

4.2 Hypotheses testing for structural model using PLS-SEM. ......................................... 50 

4.3 Hypotheses testing regarding entry mode: A multinomial logit model ...................... 55 

5.  Discussion ..................................................................................................................... 59 

5.1 Resources, institutions, and resource exploitation strategy ........................................ 59 

Strategic decisions of resource exploiters ..................................................................... 63 

Market choice.. ......................................................................................................... 63 

Speed of investment. ................................................................................................ 65 

Entry mode. .............................................................................................................. 66 

5.2 Resources, institutions, and resource acquisition strategy .......................................... 68 

Strategic decisions of resource acquirers ...................................................................... 69 



6 
 

 
 

Market choice. .......................................................................................................... 69 

Speed of investment. ................................................................................................ 71 

Entry mode. .............................................................................................................. 71 

5.3 Institutions at host country and nonmarket resources ................................................. 79 

6.  Conclusions ................................................................................................................... 83 

6.1 Institutions, resources, and internationalization decision ........................................... 84 

6.2 Institutions, resources, and strategy ............................................................................ 86 

6.3 Institutions, resources, and strategic decisions ........................................................... 87 

6.4 Limitations and future research .................................................................................. 89 

7.  References ..................................................................................................................... 92 

Appendix 1.  Indicators of reflective measurement model               113 

Appendix 2.  Companies included in the LAMNEs population              115 

Appendix 3.  Hausman and the Small-Hsiao tests                120 

Appendix 4.  Correlation matrix                  121 

Appendix 5.  Descriptive statistics based on the full sample              122 

Appendix 6.  Internal reliability of the structural model               126 

Appendix 7.  Indicators reliability of the structural model               127 

Appendix 8.  Convergent validity and predictive power of the structural model            128 

Appendix 9.  Discriminant validity of the structural model               129 

Appendix 10.  Path coefficients in structural model                130 

 

  



7 
 

 
 

TABLES 

Table 1. Summary of analysis at sources of sample      37 

Table 2. Multinomial logit model of entry mode using the full sample   56 

Table 3. Re-estimated MLM of entry mode using the full sample    74 

 

 

 

 

 

 

 

 

 

  



8 
 

 
 

FIGURES 

Figure 1. Structural model         43 

Figure 2. Re-specified model         48 

Figure 3. Graphical depiction of hypotheses testing model     52 

Figure 4. Graphical analysis of MLM for entry mode for full sample   58 

Figure 5.  Graphical analysis of the correct interaction effect    75 

Figure 6. Graphical analysis of re-estimated MLM for entry mode for full sample 78 

 

 

 

 

 

  



9 
 

 
 

 

1. Introduction 

 

The transformation of emerging country multinational companies (hereafter 

EMNCs) into global players in various industries around the world has awakened growing 

interest among scholars of international business.  As well as some anecdotal evidence and 

case studies, analysts today are engaged in a lively debate on whether existing theories of 

business internationalization can be used to explain the emergence and growth of these new 

players, or whether new models are needed to fully explain their strategies. While some 

authors suggest that we need new theories because the existing explanations of 

internationalization were created for different contexts – to explain the behavior of 

developed country multinationals (hereafter DCMNEs) (e.g. Mathews, 2006) – others argue 

that the behavior of EMNCs can be explained with the existing theoretical paradigms in 

spite of the differences between EMNCs and the much-studied DCMNEs (Dunning, Kim & 

Park, 2008).  The middle ground in these debates is taken by a new stream of international 

business research in which authors suggest that EMNCs provide a rich subject for analysis 

and that their study can help extend the existing theories and models for internationalization 

(e.g.  Ramamurti, 2012; Cuervo-Cazurra, 2011a).  This dissertation subscribes to that 

argument and, by considering the distinctive characteristics of EMNCs in terms of their 

resources and the environments they originate from, it contributes to extending the existing 

theories of internationalization. 

 We argue that institutional context is a major determinant of EMNC 

internationalization strategies.  In this research, we build on the most recent theoretical and 

empirical works that show a consistent relationship between home institutions of emerging 
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countries and strategic EMNC behavior (e.g. Luo & Wang, 2012; Dau, 2012; Cuervo-

Cazurra, 2011a; Tan & Meyer, 2010; Cuervo-Cazurra, 2012). Moreover, we expand this 

line of research to analyze the interplay between home institutions and firms’ resources, 

and explain the internationalization strategies and strategic decisions of EMNCs. More 

specifically, the research question behind this study is: How does the institutional 

environment of emerging countries interact with firms’ resources to shape the 

internationalization strategies of EMNCs? To answer this question we formulate a set of 

hypotheses that link the institutions (at home and in host countries), the firms’ resources, 

and strategies in foreign markets. 

While answering the main research question we combine the resource-based view 

(exemplified by Barney, 1991) with the institutional perspective following a growing trend 

in EMNC internationalization studies (e.g. Peng, Wang & Jiang, 2008; Meyer, Estrin, 

Bhaumik & Peng, 2009).  These theoretical approaches are appropriate here because while 

the resource-based view allows us to identify the key characteristics of resources (e.g. 

Barney, 1991), institutional theory provides a framework for explaining why, what, and 

when market and non-market resources are involved in EMNC internationalization (Meyer 

et al., 2009; Peng, et al., 2008). 

A starting point for the theory presented here is that the relationship between the 

institutional environments of emerging countries (for example, institutional uncertainty 

related to weak protection of property rights) and EMNC internationalization depends on 

the characteristics of the resources on which EMNCs base their advantages at home.  

Empirical evidence shows that EMNCs have developed a wide set of resources that 

they use to create advantages at home and to expand their operations abroad.  Some of 

these resources are highly fungible because they can be used across various markets 
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(countries) without major modifications.   For example, some EMNCs exploit their 

technological resources across various markets because the value of the technology is not 

eroded when it is used far from the market where it was created. 

In other cases, EMNCs have created market advantages at home based on context-

specific resources such as strong brands, distribution networks, or deep managerial 

knowledge of their global markets.  However, the opportunities for firms to create value 

abroad by exploiting these kinds of resources – as opposed to technological resources – are 

limited because they are not fungible or transferable across markets.   

Technological resources are arguably more sensitive to institutional uncertainty at 

home than context-specific resources.  For example, institutional uncertainty (e.g. weak 

laws for protecting property rights) pushes EMNCs that compete at home based on 

technological resources to invest abroad looking for protection for their resources. It is 

conjectured that these firms therefore invest rapidly in markets with stronger institutions 

using entry modes that allow them to retain control of their valuable resources (e.g. 

greenfield). 

On the other hand, if EMNCs compete based on context-specific resources, the 

pressure to invest abroad is weaker than for firms that compete based on technological 

resources because the advantages of context-specific resources are less prone to be eroded 

under weak institutional systems (e.g. through illegal copies).  Therefore, when investing 

abroad, firms that rely on context-specific resources seek to develop new resources instead 

of exploiting the existing ones. These firms must also acquire new resources abroad 

because the advantages of context-specific resources are embedded in social, cultural, and 

economic structures that are not transferable across countries.  Creating advantages abroad 

always requires a new set of resources, and as a result the investment occurs slowly and in 
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markets that are similar to the home market (e.g. another developing country) in order to 

reduce learning costs.  Acquisition is predicted to be the preferred entry mode in these 

cases. 

Another aspect of the link between institutions and internationalization strategies is 

shown in the relationship between the institutional characteristics of host countries and the 

use of non-market resources. Here, we argue that there is a positive correlation between 

investment in countries with weak institutions and the use of non-market resources, 

especially favors, bargaining abilities, and bribes.  We conjecture that in underdeveloped 

institutional environments, non-market resources are a valuable source of international 

advantage because they provide an immediate fit in these contexts. 

In testing the hypotheses of this research, we collected data from a sample of Latin 

American Multinationals or Multilatinas (hereafter LAMNEs). Although the flow of 

foreign investment from EMNCs has been dominated by Asian multinationals (Sauvant, 

Maschek, & McAllister, 2010), LAMNEs have achieved a considerable share.  For 

instance, in 2011 these firms represented around 27% of total investments by EMNCs 

(Unctad, 2012).   

Despite the increasing importance of LAMNEs in the global flows of Foreign Direct 

Investment (FDI), studies on them are still scarce (except for the work of Casanova, 2009a 

b, Cuervo-Cazurra, 2008, Fleury & Fleury, 2011; Losada & Casanova, 2012). As a result, 

very little is known about the strategies they use in foreign markets, or about the specific 

strategic decisions they make when undertaking FDI. 

In the empirical part of this research, we follow the recommendations made by 

several authors (e.g. Cuervo-Cazurra, 2012; Dau, 2012) to use larger samples and move 

away from case studies in order to provide a better picture of the relationship between 
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institutional contexts, resources, and the behavior of EMNCs.  In sum, in this research, we 

change the focus from anecdotal evidence to a representative sample econometric exercise 

that aims to generate testable and replicable results.  Cross-national validation of the 

theoretical framework will arguably allow the limited and often contradictory results of 

previous studies on EMNCs (Dau, 2012; p.262) to be reconciled. 

 The rest of this research is organized as follows.  In Section two, we provide the 

theoretical foundations of the research and develop the hypotheses. Section three describes 

the methodology of the research.  In Section four, we test the hypotheses and present the 

main results. Section Five discuss the findings and finally, in Section six, we present the 

conclusion. 

 

2. Theoretical framework 

 

2.1 Key constructs 

 The purpose of this section is to delimit the scope of this research. Several key 

constructs are defined below: 

   

Resources.  Following Barney (1991) and Wernerfelt (1984), we adopt a wide 

definition of resources that includes all assets, capabilities, organizational processes, firm 

attributes, information, knowledge, etc. controlled by a firm that allow it to conceive and 

implement strategies in foreign markets.  These resources have been classified as market or 

non-market (Cuervo-Cazurra & Genc, 2011b).  Market resources are those that firms use to 

compete against each other in the market and include efficient production facilities, brand 

names, or product innovations (p.443).  Non-market resources are intangible assets that 
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firms develop to interact with the support structures in their home countries; that is, 

resources that allow firms to manage the formal and informal institutions that surround 

their business activities.   

Additionally, for the purposes of this research, we classify market resources as 

either technological or context-specific resources.  Transferable technological resources are 

knowledge-intensive resources (Yiu, Lau & Bruton, 2007) that allow firms to create 

superior products, improve existing products, and gain effectiveness and efficiency in 

production processes (Knight & Cavusgil, 2004; p.130). Examples of these resources are 

R&D, patents, and advanced production technologies.  Context-specific resources, on the 

other hand, are resources that have been developed by firms to fit into their country-of-

origin markets and whose benefits as a source of competitive advantage are restricted to 

one country or regional area (Rugman & Verbeke; 1992; p.765; Sirmon, Hitt & Ireland, 

2007; Barney, 1991; Anand & Delios, 1997b; p.580).  Examples include business networks, 

brands, and managerial market knowledge. 

Institutional uncertainty.  We define institutions as the formal and informal rules 

of the game for doing business inside the borders of a specific country (North, 1990; 

Cuervo-Cazurra & Genc, 2011b; Casanova, 2009 a, b; Chang, Isobe & Makino, 2008; 

p.1182).  In particular, we am interested in the institutional uncertainty that results from 

weak property rights protection. The institutional weakness of emerging countries is 

manifested in many characteristics of governance: weak legal systems for protecting 

intellectual property rights (Peng, 2003); political instability (Miller, 1992; p.313); risk of 

intervention by the home government through taxation, pricing, exchange rates, production, 

ownership, etc. (Demirbag, McGuinness & Altay, 2010; p.217); or corruption due to the 

abuse (or misuse) of public power for private benefit (Bhardan 1997; Rodriguez, 
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Uhlenbruck & Eden, 2005; Witt & Lewin, 2007; Casanova, 2010b; Chang et al., 2008; 

Cuervo-Cazurra, 2006). While all these characteristics of a weak institutional setting tend to 

be highly correlated, deficient property rights protection is probably the most basic and 

symptomatic of them all (Haley, 2000).  

Strategies.  We understand strategies as firms’ attempts to identify, protect, and 

exploit their unique resources in order to gain a competitive advantage in the marketplace 

(Tallman, 1991; p.71).  In line with this definition, and considering the relationship 

between institutional uncertainty in the home country and firms’ resources, we conjecture 

that EMNCs follow two main strategies abroad: first, a resource-exploitation strategy, 

which uses pre-existing resources of the firm in foreign markets to create an advantage 

(Caves, 1971; Winter & Szulanski, 2001; p.740; Makino, Lau & Yeh, 2002); and second, a 

resource-acquisition strategy, which increases resources by investing abroad to acquire new 

assets (Dunning, 1988; Deng, 2004; Dunning, 2009).  Both these strategies are related to a 

specific kind of EMNC resource. 

Strategic decisions.  International expansion obliges firms to make three strategic 

decisions: market choice, speed of investment, and entry mode to selected markets (Hill & 

Jones, 2008).  Market choice refers to the selection of a foreign country to invest in 

(Makino, Lau & Yeh, 2002; p.413); entry modes refer to the selection of greenfield 

investment, acquisitions, or joint venture for operating abroad (Meyer, Mudambi & Narula, 

2011; Anand & Delios, 2002); and speed of investment refers to how quickly organizations 

execute the investment process, from initial consideration of alternatives to the commitment 

of resources abroad (Eisenhardt, 1989; Oviatt & McDougall, 2005)1.   

                                                 
1 We use this concept of speed because my unit of analysis is the specific project and not the degree or scope 
of internationalization (Zahra and George 2002).  Additionally, although other authors have used “age of the 
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2.2 Hypotheses development 

In this section, I first discuss the relationship between protection of property rights, 

on one hand, and the characteristics of firm resources and EMNC strategies for foreign 

investment on the other. Second, I analyze the relationship between the strategies of 

outward foreign direct investment (OFDI) and strategic decisions on where, how, and when 

this investment is made in the internationalization process. Finally, I discuss the use of non-

market resources by EMNCs to compete in foreign markets. 

 

Institutional uncertainty, resources, and strategies in OFDI.  Recent empirical 

and theoretical studies suggest that the main distinguishing feature of EMNCs is their 

country of origin. Therefore, any attempt to understand their behavior in foreign markets 

must analyze the relationship between the characteristics of their home countries, their 

incentives, and the strategic decisions taken in the internationalization process (Cuervo-

Cazurra, 2012, Luo & Wang, 2012; Puffer, McCarthy, Jaeger & Dunlap, 2012; Tan & 

Meyer, 2010; Meyer et al., 2009). 

One of the most widely recognized characteristics of emerging countries is their 

institutional uncertainty, that is, instability in the formal and informal rules of the game for 

doing business (Cuervo-Cazurra & Genc, 2011b; Casanova, 2009b; Chang et al., 2008; 

p.1182; Hoskisson, Eden, Lau & Wright, 2000).  Empirical evidence has shown that weak 

protection of property rights, political instability, the risk of government intervention, and 

the public corruption that characterize emerging countries affect the internationalization of 

firms based in these countries (Luo & Wang, 2012).   

                                                                                                                                                     
firm” as a proxy for speed of internationalization, this measure is not appropriate here because the unit of 
analysis is not the firm but the investment project. 
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I conjecture that analysis of the relationship between institutional uncertainty and 

EMNCs’ foreign investments must take the characteristics of firms’ resources into account 

(Meyer et al., 2009).  I believe this is necessary because the characteristics of the resources 

controlled by EMNCs affects how sensitive they are to different forms of institutional 

uncertainty.  For instance, a firm that has a competitive advantage based on its mobile and 

replicable technological know-how may have stronger incentives to move abroad quickly to 

exploit them than another firm whose advantages are based on strong collaboration 

networks at home.  This occurs, for example, because under institutional uncertainty, 

technology is more likely to be illegally replicated than context-specific resources such as 

networks whose value depends on their fit with the environment in which they operate.   

Empirical evidence has shown that EMNCs have created both technological and 

context-specific market resources in their home markets.  For example, Phradam (2004) 

showed that some Indian MNEs created advanced technological resources based on their 

R&D efforts which they then used to foray into foreign markets around the world.  While 

Yiu et al. (2007) and Wei (2010; p.84), showed that Chinese companies developed network 

ties in their home country that were useful for competing abroad through FDI.  In the same 

vein, Cuervo-Cazurra (2010) showed that some Moroccan firms developed and used their 

knowledge about the home market and home institutions to compete successfully abroad. I 

argue that internationalization in each one of these cases is affected differently by 

institutional uncertainty. 

Replicable technological resources and context-specific resources differ in a number 

of ways.  First, while the process to develop technological resources might be standardized 

on the basis of formal or explicit rules, such standardization is difficult or even impossible 

in the case of context-specific resources.  For example, it is possible to write a manual on 
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how to build or operate an advanced production facility, or how to develop and apply a new 

technology; but it is difficult to standardize the way in which a strong business network can 

be developed or operated.  The degree of explicitness and transferability of a new 

technology makes it more prone to be illegally copied (Teece, 2000; p.105; Zander & 

Kogut, 1995) or be subject to predatory behaviors by home governments (Li, 2009) than 

context-specific resources.  

In other words, technological resources are more sensitive to some institutional 

pressures – such as weak protection of property rights – than context-specific resources.  

This occurs because the latter are embedded in relationships with people or the 

environment (Barney, 1991), making it difficult for competitors to understand the logic 

behind them and to use them to full advantage.  Moreover, even if these resources (e.g. 

business networks) are taken over or expropriated by political agents, such intervention 

does not guarantee control of the resource because it might be difficult to identify and 

coordinate all parts of the network “by force” in order to obtain the expected benefits. 

Another difference between these resources is that due to the high knowledge 

component in technological resources, the possibility of obtaining and appropriating their 

benefits depends on the mechanisms for protection adopted by the firms, such as legal 

mechanisms (Vega-Jurado, Gutiérrez-Gracia, Fernandez-de-Lucio & Manjarrés-Henriquez, 

2008; Bloodgood, Sapienza & Almeida, 1996).  In the case of context-specific resources, 

the tacit nature of the knowledge that supports them makes the application of legal 

mechanisms for protection difficult, if not impossible.   

Additionally, while technological resources and their benefits are highly fungible 

across markets (Zahra, Matherne & Carleton, 2003; Anand & Delios, 1997b; p.580), the 

benefits of context-specific resources are limited to the geographical area in which the 
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resources were created (Rugman & Verbeke, 1992).  Fungibility is the degree to which a 

resource can be physically transferred between countries or the extent to which it may be 

deployed for alternative uses at a low cost (Sapienza, Autio, George & Zahra, 2006; p.924).  

Unlike context-specific resources, technological resources are frequently transferrable 

across countries and can be recombined to obtain advantages in new markets.  This is 

possible because the value of technological resources does not depend on the specific 

characteristics of the context (Anand & Delios, 1997b). 

These differences in the characteristics of resources cause the perceived institutional 

uncertainty to affect EMNC behavior in different ways.  In the case of firms that compete 

with technological resources, if the managers perceive that their companies may lose their 

advantages due to political instability, government intervention, corruption, or lack of legal 

protection in their home markets, they have strong incentives to create barriers to imitation, 

for instance, through legal mechanisms (Bloodgood et al., 1996; p.66). However, because 

the protection of property rights in emerging countries is weak (Haley, 2000), EMNCs have 

incentives to invest abroad to exploit their advantages and diminish the perceived risk (Witt 

& Lewin, 2007).  

Institutional uncertainty at home drives EMNCs to move abroad to exploit their pre-

existing technological resources in ways similar to those applied at home and thereby 

enhance profitability (Porter, 1990), increase economies of scale, (Hitt, Hoskisson & Kim, 

1997), and/or overcome competitive pressures (Aulak, 2007; Cuervo-Cazurra; 2008). This 

exploitation strategy is possible because technological resources are highly re-deployable 

and their value is preserved or even increased across markets (Bloodgood et al., 1996; 

Anand & Kogut, 1997a, Rugman & Verbeke, 2001; Zahra et al., 2003).  In line with these 

ideas, I hypothesize: 



20 
 

 
 

H1a:  EMNCs that compete in their home markets based on technological resources and 

perceive high institutional uncertainty at home follow a strategy of resource exploitation. 

 

Firms that compete based on context-specific resources, on the other hand, have less 

incentive to invest abroad to protect their resources because these resources are more 

difficult to (illegally) copy or are less likely to be expropriated by government intervention.  

However, under weak institutional systems, all resources are prone to lose their uniqueness 

and their advantages (e.g. via illegal copying, Bloodgood et al., 1996).  As a result, firms 

that compete based on context-specific resources are not completely immune to pressures 

stemming from institutional uncertainty at home. For example, a firm that bases its 

advantage at home on strong business networks (e.g. with distributors, customers, 

suppliers, etc.) might lose its advantage if the home government intervenes by changing 

business conditions (e.g. via nationalization of companies). Such risks eventually push 

EMNCs to invest abroad as a way of escaping from the institutional hazards at home (Lu, 

Liu & Wang, 2010). 

The characteristics that make context-specific resources less sensitive to 

institutional weaknesses also make them more difficult or even impossible to transfer 

across markets (Anand & Delios, 2002; Meyer et al., 2009).  For instance, knowledge that 

is useful for dealing with institutional peculiarities cannot usually be applied within other 

institutional frameworks (Tan & Meyer, 2010; p.158).  For this reason, EMNCs that 

compete based on this kind of resources in the home market are driven by institutional 

uncertainties to invest abroad using a resource-acquisition strategy in the host country to 

create advantages over competitors (Meyer et al., 2009). 
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The resource-acquisition strategy increases firms’ resources through investments 

abroad (Makino et al., 2002; Deng, 2004; Dunning, 2009).  The rationale of this strategy is 

to substitute internal development of resources or capabilities by acquiring foreign 

resources that are new for the firm (Hitt, Hoskisson, Ireland & Harrison, 1991). EMNCs 

that compete at home based on context-specific resources are impelled to acquire 

additional/new resources when making OFDI because it is difficult for them to fit into the 

new market with resources that were created for a different context (Tan & Meyer, 2010).   

Following on from the previous example, a business network that helped a firm 

develop advantages at home has low added value abroad because it was developed for and 

with a specific group of agents that may be unavailable abroad.  By investing 

internationally, the firm from my example could reduce the risk of losing its market 

advantage by diversifying its presence in several countries; however, to compete 

successfully, it would need to develop new networks with key agents in the host markets 

(Tan & Meyer, 2010). 

Since empirical and theoretical research suggest that context-specific resources 

might lose their value or create disadvantages when transferred across borders (Cuervo-

Cazurra, Maloney & Manrakhan, 2007; Tan & Meyer, 2010), I conjecture that EMNCs that 

compete at home based on these kinds of resources and perceive threats to their resources 

because of institutional weaknesses, invest abroad using a strategy of resource acquisition.  

I hypothesize: 

 

H1b:  EMNCs that compete in their home markets based on context-specific resources and 

perceive high institutional uncertainty at home follow a strategy of resource acquisition. 
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FDI strategies and strategic decisions.  I argue that the strategies followed by 

EMNCs are related to their strategic decisions on speed of investment, market selection, 

and entry mode into international markets.  For example, EMNCs faced with the risk of 

losing their technological advantages because of institutional weakness at home are pressed 

to invest abroad rapidly.  In this situation, firms will spend relatively little time between 

discovering the opportunity of investing abroad to protect their technological resources and 

taking specific actions to establish operations in the selected country (Oviatt & McDougall, 

2005; Forbes, 2005). High investment speed allows EMNCs to escape from the institutional 

threats of their home market (Witt & Lewin, 2007), thus reducing the risk of losing their 

advantages because of illegal copying or political decisions (Zahra et al., 2003; Luo & 

Wang, 2012). 

Additionally, since one of the primary motives for exploiters of resources to invest 

abroad is to avoid erosion of their competitive advantages, they are likely to invest in 

countries with low institutional uncertainty (Luo & Wang, 2012).  Countries with strong 

formal institutions are attractive for EMNCs aiming to exploit their technological resources 

because such firms are interested in obtaining exclusive, enforceable rights to their 

resources (Zahra et al., 2003), such as strong property rights protection (Bloodgood et al., 

1996).  

With regards to the entry mode, EMNC resource exploiters arguably prefer 

greenfield investments for various reasons.  First, greenfield investment is the most 

efficient way to internally transfer valuable resources (e.g. technologies) between countries 

while minimizing negotiation costs (Henart & Park, 1993, Dunning, 1993).  Second, 

exploiters of resources require low quantities of complementary resources because they try 

to replicate the combination of technological resources that has been successful in their 
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home markets (Meyer et al., 2009).  Third, EMNCs do not have incentives to acquire and 

pay a premium price for an already positioned firm since they are able to compete 

successfully in the host market based on their own resources (Henart & Park, 1993). 

Finally, compared to joint ventures, greenfield investment allows EMNCs to retain the 

ownership of the resources that are the source of advantage (Anderson & Gatignon, 1986; 

Gatignon & Anderson, 1988).  Based on these ideas I hypothesize:  

 

H2.The resource-exploitation strategy is positively related to (a) speed of investment in 

foreign countries and (b) greenfield entry mode, but negatively related to (c) investments in 

countries with institutional uncertainty, (d) acquisition entry mode, and (e) joint venture 

entry mode. 

 

I argue that firms that base their advantage in their home market on context-specific 

resources make different strategic decisions to those firms that base their advantage on 

technological resources (Meyer et al., 2009).  First, as discussed above, firms that compete 

based on context-specific resources are less sensitive to the pressures of institutional 

uncertainty.  As a result, they experience less pressure to invest abroad quickly to preserve 

their resource advantage. 

Second, regarding market selection, these firms are not keen on markets with strong 

institutions to protect their resources. Instead, they prefer markets with the resources they 

need to build advantages over their competitors at minimum cost (Meyer et al., 2009; 

Anand & Delios, 2002).  I argue that, based their experience building context-specific 

resources in weak institutional environments, such firms will invest in countries with 

familiar institutional environments to acquire new resources.  By selecting host markets 
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with weak institutional development (e.g. other developing countries), EMNCs reduce the 

cost of learning how to do business in the host country because they can take advantage of 

the similarities across institutional settings (Cuervo-Cazurra, 2008; Ghemawat, 2001). 

Finally, EMNCs that make foreign investments to acquire new resources will favor 

entry modes that let them control the resources, thereby avoiding the difficulties of 

negotiating with partners (Meyer et al., 2009). EMNCs may prefer to gain control of 

operations in the host market instead of sharing ownership with a partner because 

misalignment of goals between firms might reduce access to the resources required to gain 

market advantages (Yu, Subramaniam & Canella, 2009).  The interest of EMNCs in 

accessing a bundle of resources in the host country increases the likelihood of them 

entering through acquisition, and decreases the incentives for entering via greenfield as this 

entry mode does not provide the context-specific resources that EMNCs need to be 

successful. Considering these ideas I hypothesize: 

 

H3.The resource-acquisition strategy is negatively related to (a) speed of investment in 

foreign countries, (b) greenfield entry mode, and (c) joint venture entry mode, but positively 

related to (d) selection of countries with institutional uncertainty, and (e) acquisition entry 

mode. 

 

Non-market resources and EMNCs.  The success of EMNCs in foreign markets 

depends not just on their products, services, or the efficiency of their operations.  Their 

commercial success also depends on how they deal with non-market forces embedded in 

the social, political, and legal structures that impact on their relationships with relevant 

stakeholders at home and in host countries (Baron, 1995a). 
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To deal effectively with these non-market pressures, EMNCs use their resources in 

order to reconcile the environment with the company’s objectives.  Sometimes the aim of 

using a specific kind of resource is not to adapt the EMNC’s strategy or structure to the 

environment, but to align the external context to the firm’s objectives (Baron & Diermeier, 

2007; p.540).  For instance, firms use favors or political connections to improve their 

efficiency, unlock markets, reduce regulation, handicap rivals, and obtain competitive 

advantages at home and in foreign markets (Baron, 1995a; Holburn & Vanden Bergh, 

2013; Bandeira-de-Mello, Arreola & Marcon, 2012; p.158). 

Non-market forces differ widely across countries (Baron, 1995 a, b).  For instance, 

the non-market environment in developed markets is characterized by social, political, and 

legal frameworks that are highly structured and stable over time.  These features reduce the 

uncertainty of firms operating in these environments because the rules of game are highly 

predictable.  Non-market forces in emerging markets, on the other hand, include social, 

political, and legal forces that are highly unstable.  The uncertainty and unpredictability in 

these environments is especially critical (e.g. legal or political aspects) because they make 

it more difficult to do business (Kahna, Palepu & Sinha, 2005). For example, in some 

countries such as China and Brazil, trust and reciprocity are the rules of game that support 

business activities (Wong & Chan, 1999; Amado & Vinagre, 1991) and they function as 

substitutes for strong formal institutions (e.g. legal systems or contracts). 

Because EMNCs face volatile non-market environments at home, they have 

developed or learned to use specialized non-market resources rooted in the informal and 

cultural-cognitive frameworks of their home countries in order to survive and prosper 

(Puffer et al., 2012).  Non-market resources are intangible assets that firms develop to deal 

with the external forces that surround their business activities (Cuervo-Cazurra & Genc, 
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2011b).  These resources are highly context specific because their development and use by 

EMNCs are the result of deep understanding of the non-market setup at home, and of 

careful identification of the appropriate mechanisms to manage the social, political, or legal 

pressures that act on them (Cuervo-Cazurra & Genc, 2011b).  

The definition of non-market resources that I use here is analogous to the concept of 

non-market strategies.  However, while non-market resources are specific intangible 

resources that firms have developed or learned to use in order to face the non-market forces 

that affect their business activities (Cuervo-Cazurra and Genc, 2011), non-market strategies 

are all actions undertaken by firms to modify their nonmarket environments (Baron, 

1995a).  While the first approach is based on firms’ assets and capabilities, the second one 

reflects their strategic behaviors.  In this research I focus on assets or capabilities that 

EMNCs use abroad instead of their strategic behaviors2,3. 

Arguably, EMNCs take advantage of the context-specific non-market resources 

when investing abroad for at least two reasons.  First, they have experience developing and 

using these kinds of resources in home markets.  For example, some recent theoretical and 

empirical studies suggest that EMNCs use both legal (e.g. favors, Puffer et al., 2012) and 

illegal (bribery - Cuervo-Cazurra, 2006; Rodriguez et al., 2005) non-market resources to 

shape their home market environments. 

Second, according to studies in the international business literature, when operating 

abroad, firms try to replicate the ways of doing business that are successful in their home 

                                                 
2 This notion of resource as a capability is consisten with the wide definition of resources based on Barney 
(1991) and Wernerfelt (1984) that we use in this research.  
3 In my view, non-market resources and non-market strategies are closely related.  For instance, favors, 
negotiation, and money-giving could be non-market resources that firms use jointly to undertake political 
action (non-market strategy) to seek protection through trade policy.  However, this relationship is not the 
focus of my research.   
 



27 
 

 
 

markets (Cuervo-Cazurra, 2012).  For example, empirical analyses have shown that 

EMNCs use abroad the market and non-market resources that are sources of advantages at 

home (Cuervo-Cazurra & Genc, 2008).  The ability to use non-market resources and the 

tendency to replicate the ways of doing business that work at home enable EMNCs to take 

advantage of their non-market resources in order to reach goals of growth, profitability, and 

market share when faced by institutional uncertainties abroad. 

I argue, however, that contrary to other kinds of resources such as brands or 

technology that are recognized as primary drivers of OFDI when there are institutional 

uncertainties at home, the use of non-market resources abroad depends on the level of 

development of host institutions and not on institutional challenges at home.  In other 

words, I conjecture that non-market resources are not primary drivers of FDI when 

institutions at home are weak, but are “subsidiary resources” that could be developed/used 

abroad, or not, depending on the institutional development of the host market. 

If an EMNC invests in a market with weak institutional support for the business 

activities of foreign investors, it can use the same kind of non-market resources that it uses 

at home to compensate for the weakness of the host country institutions (e.g. threats to 

property rights, limits to the ownership of investors, or industry regulation).  Additionally, I 

argue that EMNCs use their experience in competing through non-market resources to ease 

their entry into institutionally weak host markets and to create advantages over competitors.  

Conversely, if an EMNC invests in a country with strong institutions (e.g. developed 

countries) that support the business activities of foreign investors, the need to use non-

market resources diminishes.  This happens because strong institutions protect the property 

rights and ownership of EMNC investors and guarantee predictable conditions to compete 

in (Cuervo-Cazurra & Genc, 2011b).  Following these ideas I hypothesize: 
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H4. EMNC investments in countries with weak institutions are positively related to the use 

of non-market resources. 

 

Although this hypothesis might seem intuitive because strong regulatory 

mechanisms reduce the possibility of using non-market resources such as bribery in 

markets with strong institutions, there are additional factors that deter EMNCs from using 

such resources in these countries.  For instance, empirical research has shown that a 

primary concern of EMNCs entering developed markets is to gain legitimacy with 

important stakeholders in the new market (Rodriguez et al., 2005).  The use of resources 

that are considered inappropriate in these markets – such as favors, bribes, and so on – 

reduces the chances of EMNCs becoming legitimate and achieving their goals of growth 

and profit in the host countries (Puffer et al., 2012). 

Additionally, although non-market resources could be used everywhere (e.g. 

corruption is present to some degree in all countries – Rodriguez et al., 2005) EMNCs are 

not well prepared for using these types of resources in developed markets because it 

requires an understanding of the subtleties of different contexts (Cuervo-Cazurra, 2006).  A 

lack of understanding of how non-market forces function in developed countries can be 

caused, for example, by differences in culture. 

 

3. Methodology 

 

One important methodological feature of this study is the use of the survey 

technique to gather information. This technique is advantageous here because it provides 

direct proxies for the variables of interest through managers’ perceptions (Agarwal & 
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Ramaswani, 1992; p.2).  Besides the non-availability of “objective measures” for a number 

of constructs of interest (e.g. the degree to which an EMNC relies on non-market resources 

to compete in a foreign market), perceptual measures are appropriate because managerial 

perceptions shape the decisions of firms (Spanos & Lioukas, 2001; p.916; Chattopadhyay, 

Glick , Miller & Huber, 1999).  Finally, the use of perceptual measures helps us analyze 

EMNC internationalization in a way that generates actionable knowledge for managers 

(Cuervo-Cazurra, 2012). 

 

3.1  Development of metrics 

The questionnaire was developed through an iterative process from theory to 

discussion with experts and vice versa.  After identifying the key constructs for the study, 

validated measurements utilized in previous research were selected.  When such measures 

were not available, a set of items that captured the essence of the constructs was developed.  

By following this procedure I created multi-item scales with content validity (Churchill, 

1979). 

After finalizing the first draft of the questionnaire, four experts in 

internationalization and questionnaire development reviewed the draft4.   After four rounds 

of discussions, the questionnaire was tested with 25 executives from multinationals 

enrolled in the EMBA at Universidad de Los Andes in Bogotá.  The draft was revised and 

updated at every stage of the testing process.   

                                                 
4 This part of the research was developed during the doctoral exchange at Insead (France) in 2012. We am 
grateful to professors Lourdes Casanova, Javier Gimeno and Hubert Gatignon at Insead in France and 
professor Veneta Andonova at Los Andes University (Colombia)/American University in Bulgaria for 
discussions about several versions of the research question and the questionnaire.  We also acknowledge 
additional discussions with PhD Students at Insead on previous drafts of the survey (e.g.Sarah Witman, Jorge 
Quiroga, and Alvaro Sanmartín). 
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3.2 Measures 

Main variables.  The measurement model employs 34 items which account for 

three exogenous and six endogenous constructs. All exogenous constructs are represented 

by multi-item measures: competition based on context-specific resources (seven items), 

competition based on technological resources (three items), and institutional uncertainty at 

home (seven items).  Likewise, four endogenous constructs are measured by multi-item 

scales: resource-exploitation strategy (three items), resource-acquisition strategy (three 

items), and non-market resources (five items).   

Market choice is a special case of a multi-item variable. As I am interested in the 

unique characteristics of host countries as determinants of EMNCs’ decisions, I picked the 

institutional uncertainty variable because of its relevance for investment decisions, well 

established in the literature.  Generally, research in international business focuses on a 

range of host country characteristics (e.g. market size, competition, etc.). I am specifically 

interested in the institutional characteristics of host markets as they are found to affect 

OFDI. Institutional uncertainty is of particular importance as it deters investors. Many 

indices of country attractiveness used by investors are based on perceptions and the most 

popular among those is the one produced by the International Country Risk Guide. 

Specifically, managerial perceptions of institutional quality determine if a country is chosen 

by EMNCs that are looking to exploit their technological resources or acquire new context-

specific resources (Peng, Wang, & Jiang, 2008; Volchek, Jantunem & Saarenketo, 2013)5. 

                                                 
5 Items of institutional uncertainty at home and in the host country differ.  This is because 

institutional uncertainty at home is related to threats to resources as sources of advantages in home markets, 
while institutional uncertainty in the host country identifies threats to OFDI activities. 
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The purpose of using multi-item measures is to achieve high levels of predictive 

validity (Diamantopoulos & Riefler., 2011; Diamantopoulos & Siguaw 2006)6.  Using 

various items I am able to capture several features of the construct of interest. For example, 

resource acquisition gives firms access to complementary resources in a rapid way to 

increase their competitive abilities (Dunning, 2009).  These three features are captured 

independently by Acq-1, Acq-2, and Acq-3 and jointly evaluate the focus of LAMNEs on 

resources-acquisition strategy.  The same reasoning guided the development of the other 

constructs of interest in this research.  Two final endogenous constructs (speed of 

investment and entry mode) are measured by a single item because they are simple 

constructs.   

Competitive strategies based on context-specific and technological resources were 

measured with a 7-point Likert scale with coding ranging from 1 (not at all) to 7 

(completely). High scores for a specific resource suggest that it is perceived as a source of 

competitive advantage for the firm.  Responses related to institutional uncertainty at home 

and institutional development in the host country were measured with 7-point Likert scales 

with coding ranging from 1 (strongly disagree) to 7 (strongly agree). High scores for a 

specific item indicate that managers perceived that item to be a strong indicator of 

institutional (un)certainty at home and in the host market. 

Exploitation and acquisition resource strategies were also measured on 7-point 

Likert scales with coding ranging from 1 (strongly disagree) to 7 (strongly agree).  Scores 

                                                 
6 We use a measure based on the kind of resources that constituted the base of competitive advantage to assess 
competitiveness derived from technological and context-specific resources.  In this way we overcome 
common criticisms to the resource-based view arguing that resources are defined too broadly.  Because of the 
scarcity of analyses that identify “specific resources” involved in EMNC internationalization (Lockett and 
Thompson; 2001; p.742), we created a list of 10 tangible and intangible resources based on previous research 
(especially case studies by Casanova, 2009b).  The logic behind this question is to determine the degree to 
which LAMNEs are involved in competition based on technological or context-specific resources at home 
(see appendix 1). 
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close to 7 indicate more focus from the firm on a specific strategy. Measures on the use of 

non-market resources were collected using the same scale and responses ranged from 1 

(low frequency) to 7 (high frequency). Items with scores close to 7 indicate more use of a 

specific non-market resource by firms.   

As in Forbes (2005), investment speed was measured by calculating the number of 

days between two dates: the date (month and year) on which the firm started legal 

procedures in the host country to invest, and the date (month and year) on which the 

investment opportunity was discovered.  High values indicate lower speed of investment.  

Entry mode was measured by a categorical variable indicating whether the firm entered the 

selected host market through acquisition, joint venture, or greenfield investment. 

Control variables.  Besides main variables, I used three control variables which are 

widely recognized in the literature as relevant factors in the internationalization process of 

firms: size of firm, experience in foreign markets, and cultural distance.  For example, there 

is empirical evidence that small firms are less inclined to invest abroad through cooperative 

ventures than large firms, because they are highly vulnerable to losing their technical core 

(Park & Ungson, 1997; p287).  Apart from entry mode, small and large firms also differ in 

the speed of investment.  For instance, large firms have a base of resources (e.g. 

knowledge, management team experience in international markets, new technologies or 

innovations) that facilitates faster decision-making (Bloodgood et al., 1966).  

Similarly, firms without multinational experience are more likely to choose entry 

modes with low or shared risks (e.g. joint venture), while firms with greater multinational 

experience tend to use investment modes of entry such as acquisitions or greenfield 

(Agarwal & Ramaswani, 1992; Hennart & Reddy, 1997; p.11).  Additionally, experience in 
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international markets provides firms with superior knowledge that could accelerate 

decision-making during internationalization (Bloodgood et al., 1996; p.66). 

Finally, cultural proximity is an important driver of market choice.  By choosing 

familiar settings, organizations limit the costs that they would otherwise incur when 

moving into unfamiliar territory (Gomes & Ramaswamy, 1998; p. 175).  Likewise, there 

appears to be a strong relationship between perceived risk and the entry mode (Brouthers, 

1995).  Cultural distance between home and host market is a factor that increases the 

perceived risk (Kogut & Sing, 1988; p.414) – when distance increases, firms tend to choose 

entry modes that reduce perceived risk, and they take decisions about the investment more 

slowly.  For instance, when faced with high cultural distance, firms may prefer to acquire 

targets with established routines and networks to reduce the risk of failure.  Equally, firms 

may prefer to form joint ventures as a way of mitigating the risk in host markets (Demirbag 

et al., 2010; p.230; Brouthers, 1995; p.25).  On the other hand, when faced with low 

cultural distance, firms may favor greenfield investment to facilitate the design of global 

strategies and speed up the decision-making process.  The survey items and the scale used 

to measure main and control variables are reported in Appendix 1. 

 

3.3 Identification of Multilatinas   

There is no well-recognized and available database to perform quantitative research 

about LAMNEs. Several existing rankings of Latin American companies were used in 

order to identify LAMNEs: the 500 biggest Latin American companies in 2009 and 2010, 

the most global LAMNEs in 2012, and the 500 biggest Chilean companies in 2011 selected 

by America Economía; the 500 most important Mexican companies in 2011 from CNN 

Expansion magazine; and the 1000 biggest Colombian companies in 2012 from Semana 
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Magazine.  All rankings were compiled on the basis of information available from the 

companies’ websites, from the financial supervisory bodies of different Latin American 

countries, and from executive surveys7.  

A deep and detailed analysis of the available information was conducted in order to 

identify the Latin American multinationals.  First, companies with sales below USD$100 

million were excised from the data.  I used this threshold because normally companies with 

large markets measured as sales volume had the resources required to start direct operations 

in foreign markets (Bloodgood et al., 1996; p.73).  Although it has recently been recognized 

that firms with small national markets have incentives to go international very quickly 

because of the small scale and reduced opportunities the domestic market offers (e.g. 

Knight & Cavusgil, 1996; 2004), empirical and theoretical evidence suggest that these 

firms do not engage in OFDI but utilize specialized networks instead (Oviatt & McDougall, 

1994; p.49). For example, exporting and leveraging independent intermediaries helps make 

global international operations “flexible” without direct investments abroad (Cavusgil & 

Knight, 2009; p.12). The assumption is that by retaining the biggest national companies, I 

am most likely to end up with LAMNEs.  

I excised companies that were subsidiaries of firms from outside Latin America and 

companies that engage only in national operations.  Businesses in the insurance and 

banking industries that are highly regulated and restrictive regarding internationalization 

decisions were also excised.  

                                                 
7 Fundacao Dom Cabral publishes another ranking of multinationals from Brazil; however, the majority of the 
companies on this list are included in the America Economía ranking. Additionally, America Economía 
publishes a ranking of Peruvian Companies.  However, an exhaustive review of this ranking in 2012 showed 
that the engagement of Peruvian companies in FDI is scarce. 
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Additionally, I deleted purely State Owned Enterprises (SOEs) that were not 

publicly traded.  The behavior of these companies frequently responds to political 

pressures, making it difficult to compare them to other companies during the 

internationalization process.  Petrobras, Ecopetrol, and Grupo ISA were retained at this 

point because they are publicly traded SOEs. The resulting data set was carefully revised 

for duplicate entities. The preliminary list contained 247 firms.   

Since business groups are a pervasive organizational form in emerging economies 

(Kahnna & Palepu, 1999, Guillen, 2000; Chang & Hong, 2000), ownership relationships 

among the 247 Multilatinas on the list had to be examined. Using the Standard & Poor’s® 

database, Reuters® database, and the firms’ websites, I identified 71 entities that were 

conglomerates or the headquarters of a business group, 57 subsidiaries of other Latin 

American companies, and 125 stand-alone enterprises. An entry was classified as a 

conglomerate (or headquarters of a business group) if (a) its economic activity was 

described by S&P or Reuters as “business conglomerate or holding”, (b) it was self-

described as a business group on its website, or (c) it had several affiliate companies. 

Entries were classified as subsidiaries of a business group if they were identified as such in 

the S&P and Reuters databases or if their website indicated that they were under the control 

of another Latin American company. 

I eliminated 14 conglomerate headquarters whose subsidiaries were already 

included in the sample. The excised conglomerates were Femsa, CGE, Empresas COPEC, 

Grupo Alfa, Grupo Xignux, Norberto Odebrecht, Techint, Grupo Camargo Correa, Grupo 

Carso, Grupo Casa Saba, Grupo Elektra, Grupo Salinas, Vale, and Grupo Bal. I made this 

decision for two reasons: first, a parent and subsidiary share important features (especially 

resources); second, the international business literature suggests that subsidiaries’ behavior 
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reflects the business group’s strategy (Cainelli & Iacobucci, 2011). Additionally, I excised 

six conglomerate headquarters from the list whose only economic activity, as described by 

Standard & Poor’s, was to provide administrative and financial support to members of the 

group without being involved in specific economic activity (pure holdings)8.   

I argue that, for my purposes, firms that are part of a conglomerate are largely 

comparable to stand-alone firms. Conglomerates, like independent firms, are characterized 

by unitary management and administrative coordination. In independent firms, the unitary 

management is in the hands of the general manager who defines strategies and supervises 

the different business activities of the company. In business groups, unitary management is 

possible because the responsibility for defining long-term strategies and the control (e.g. 

monitoring and supervising) of any affiliated companies (e.g. subsidiaries) are in the hands 

of the parent company’s managers, or the ultimate owner in the case of a family group. 

Additionally, in a business group, the parent company coordinates the administrative 

functions of any subsidiaries to achieve mutual adjustments in planning and decisions, to 

standardize processes, procedures, and to directly supervise the subsidiaries (Cainelli & 

Iacobucci, 2011; p.1565), in much the same way that a general manager does in an 

independent firm.  

Additionally, decisions about internationalization for stand-alone firms and business 

groups are comparable in both their purpose and the role of resources. In terms of purpose, 

decisions about internationalization are made in order to improve the position of the group 

or the firm as a whole instead of improving individual parts. In terms of the role of 

resources, in both cases the decisions are related to the resources the firms control or 

                                                 
8 We are grateful to Lourdes Casanova for highlighting this. The companies deleted were 
Carvajal Internacional, Quiñenco, CMPC Papeles y Cartones, Grupo Votorantim, Cencosud and Grupo 
Nutresa. 
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require for creating an advantage. However, I recognize that business groups and their 

affiliates share resources that would not be available for stand-alone firms (e.g. internal 

capital markets that provide the required financial resources to invest abroad; Mahmood & 

Mitchell; 2004).  A summary of the process used to identify the companies for this study is 

reported in Table 1. 

 

Table 1.   

Summary of analyses at source of sample 

Ranking source of data 

Firms in 
the 

ranking S
te

p 
19  
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te

p 
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te
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3 
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6 
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7 
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p 
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m
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500 biggest LACs (2009 to 2010) 583 0 218 161 0 41 0 12 5 144 

65 most global Latin American 
companies (2012) 

65 0 0 0 0 1 54 2 1 9 

500 biggest Mexican firms (2011) 500 0 219 131 76 1 49 0 0 24 

500 biggest Chilean firms (2011) 500 102 75 220 41 0 32 0 0 30 

1000 biggest Colombian firms (2012) 1000 582 234 147 8 0 9 0 0 20 

 
Final population 

226 

Source: Author 

 

A subset of firms on the preliminary list of companies shared their parent company 

with other entities also included in the sample (19 entries).  In this case I decided to retain 

the entities when each subsidiary was competing in different industries.10 I made this 

decision because empirical evidence has shown that although firms share some resources 

                                                 
9 Step 1: excising firms with sales below US 100M; step 2: excising subsidiaries of firms outside LA; step 3: 
excising firms only engaged in national operations; step 4: excising firms in the insurance and banking 
sectors; step 5: excising purely State Owned Enterprises (SOEs); step 6: excising duplicate firms; step 7: 
excising conglomerates with affiliates in the sample; step 8: excising pure holdings. 
10 The only exception was the case of Tenaris and Ternium that were subsidiaries of the Techint Group, both 
competing in the siderurgical industry. In this case, we selected Tenaris because its sales in 2010 were higher 
than Ternium’s.   
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within a business group, each subsidiary has a unique set of resources that it uses to achieve 

its business purposes (Chang & Hong; 2000). The selection process yielded a list of 226 

Multilatinas. The final list of companies, their economic activities, and country of origin is 

shown in Appendix 2. 

 

3.4 Unit of analysis   

The unit of analysis for this research is the last foreign investment transaction or 

project undertaken by the LAMNEs in a foreign country. I have chosen this unit of analysis 

because it is at the transaction level that the interaction between institutional factors in the 

home and host country and the firm’s resources shape its strategies abroad (Cho, Moon & 

Kim, 2008).  I explicitly asked the executives surveyed for this study to answer the 

questions with their last project that involved FDI in mind.   

The last investment project was selected in order to facilitate information gathering.  

Using this unit of analysis I tried to reduce recall bias and rely on managers recalling recent 

experiences more vividly and easily than older ones (Bountempo and Brockner, 2008). I 

also aimed to diminish the confusion of respondents in order to collect valid information on 

investments abroad. 

 

3.5 Data collection   

Data was collected through a telephone interview following a structured 

questionnaire. The average duration of the interviews was 15 minutes. All potential 

respondents were vice-presidents of corporate planning, financial chiefs, or chiefs of 

international operations that were identified on the web pages of companies or specialized 

databases such as Standard & Poor’s, Reuters, and Bloomberg.  A cover letter and a 
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questionnaire written in Spanish and Portuguese were sent via email to the key informants.  

Next, during a four-month period, Spanish and Portuguese native-speaking market 

researchers contacted the selected respondents or their assistants to make appointments to 

collect the data.  Finally, I received responses from 62 companies, all of which contained 

detailed data11. Appendix 1 shows the list of companies that participated in this study 

Seven questionnaires had partially missing data in the measure of speed of 

investment.  These questionnaires had the year but not the month in which the companies 

identified the investment opportunities, or the year in which they started legal procedures in 

the host market to prepare for investment.  In these cases I assumed January as the month in 

which the opportunity was discovered or procedures in the host market began.  

Additionally, measures of ownership (dummy variable), perceived competition at home  

(three items), sales of the previous year (a single continuous variable), and proportion of the 

ownership acquired or shared in a joint venture (a single continuous variable) were not 

usable because less than 60% of the cases provided valid answers.  

  

3.6 Analytical technique   

I used structural equation models (SEM) to estimate structural coefficients that 

reflect relationships among theoretic constructs rather than among observable variables 

(Isobe, Makino & Montgomery, 2000). This technique offers at least two advantages:  first, 

SEM allows multiple dependent and independent variables to be estimated simultaneously. 

In particular, I simultaneously analyzed the strategy followed by EMNCs, the specific 

strategic decisions, and the use of non-market resources in foreign markets.  Second, SEM 

                                                 
11 We gratefully acknowledge the generous support of AUBG and the Spanish Ministry of Education and 
Science in funding the data collection process. 
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allows for using multiple indicators of latent constructs to improve the content validity of 

the scales.  These advantages of SEM have been widely acknowledged in the literature on 

international business (e.g. Tomas et al., 2006). 

 

3.7 Common bias variance   

As with all self-reported data, there is a risk of method variance (Podsakoff & 

Organ, 1986). Method variance refers to variance that is attributable to the measurement 

method rather than to the constructs of interest.  For instance, in this research the fact that 

independent and dependent variables are collected from the same executive could create 

bias in the respondent that could offer alternative explanations to the observed relationships 

between the constructs of interest (Podsakoff, MacKenzie & Podsakoff, 2003). 

In order to prevent this I used two procedural remedies when designing the 

questionnaire.  First, anonymity of the respondents was guaranteed.  Second, the 

questionnaire was tested and adjusted in order to reduce bias due to complicated syntax or 

misunderstanding of questionnaire items. 

Additionally, I conducted a Harmon one-factor test (Podsakoff & Organ, 1986).  In 

this test all variables of interest are studied with the factor analysis method and the 

unrotated factor solution is examined to determine the number of factors necessary to 

account for the data variance.  The basic assumption of this technique is that if a substantial 

amount of common method variance is present, either (a) a single factor will emerge from 

the factor analysis or (b) one general factor will account for the majority of the covariance 

among the measures (Podsakoff et al., 2003; p.889). Results from this test suggested the 

presence of seven factors with eigenvalues above 1, explaining 90.3% of the variance. This 
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implies that common method effects are not a likely contaminant of the results observed in 

my research. 

 

3.8 Non-response bias   

I used three tests to analyze if there were differences between companies that 

participated in the study and those that did not.  First, I compared sales and net income in 

2011 and did not find significant differences between the two groups of firms in relation to 

both variables.  Second, I checked for a relationship between the country of origin and the 

decision to participate in the study.  A chi square test showed that this relationship was 

inexistent (X2 = 10.468; p = 0.234).  Finally, I obtained a similar result when I analyzed the 

relationship of the economic activity of the firms and their participation in the study (X2 = 

46.867; p = 0.087).  These results show that the participation in the study occurred 

randomly, without a systematic bias. 

 

3.9 Model 

The baseline structural model is presented in Figure 112.  This model studies how 

the interaction between context-specific resources and institutional uncertainty at home 

relates positively to resource-acquisition strategy following H1b.  Similarly, resource-

acquisition strategy is positively related to investment in countries with low institutional 

development (H3d) and negatively related to speed of investment (H3a).  Following H1a, 

the interaction between institutional uncertainty at home and technological resources is 

positively related to the resource-exploitation strategy.  This strategy is negatively related 

                                                 
11. This model does not include entry mode strategic decision because the categorical nature of this variable 
requires a special estimation method as discussed below.  
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to investment in countries with low institutional development (H2c) and positively related 

to the speed of investment (H2a).  Investment in countries with low institutional 

development is related to the use of non-market resources (H4).  Finally, following 

previous studies, the size of the firm and its experience with FDI are related to the speed of 

investment and included as control variables.  Likewise, cultural distance is related to the 

selection of countries with low institutional development as an additional control variable. 

 

3.10 Data analysis   

Data analysis was performed in two stages.  First, I analyzed the structural 

relationships between the main constructs (except for entry mode) as described in Figure 1, 

using PLS-SEM path modeling.  Second, I estimated a separate model to study the 

relationship between firm strategies and entry mode using a multinomial logistic model.  

This model is necessary because in its basic form PLS-SEM requires metric data and the 

use of dummy variables (such as entry modes) distorts the basis of the method (Hair, Hult, 

Ringle & Sarstedt, 2013; p.2). 

PLS-SEM path modeling.  PLS path modeling (PLS-SEM) is a variance-based 

structural equation modeling technique that differs from covariance-based structural 

equation modeling (CB-SEM) in its objectives and method of estimation (Hair, Ringle & 

Sarstedt, 2012a).  First, while PLS-SEM seeks to minimize the unexplained variance of 

constructs, CB-SEM is a confirmatory approach that aims to minimize the difference 

between the model implied covariance matrix and the sample covariance matrix.  Second, 

while PLS-SEM makes estimates based on OLS regressions, CB-SEM makes estimates 

based on maximum-likelihood method (Hair et al., 2013).  Third, PLS-SEM does not use a 

specific factor analytic technique (e.g. exploratory or confirmatory) unlike CB-SEM 
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variables in an under-analyzed context, that of LAMNEs.  Second, I am analyzing a 

complex set of relationships among variables in order to understand the strategic decisions 

made by LAMNEs in their internationalization process.  The exploratory and predictive 

nature of my research, added to the complexity of the model, make PLS-SEM a more 

suitable method than traditional CB-SEM methods which are limited by theoretical and 

methodological challenges. 

In addition to theoretical motivations, I have practical reasons to use PLS-SEM 

instead of CB-SEM.  First, similar to several studies in social sciences (McDougal & 

Oviatt, 1996;   Bloodgood, Sapienza & Almeida, 1996; Autio, Sapienza & Almeida, 2000) 

I have a small sample (62 observations).  Although this size does not reach the 150-400 

range required to apply maximum likelihood estimation methods in a CB-SEM (Gotz, 

Liehr-Gobbers & Krafft, 2010; p.692), it is large enough to predict a R2 between 0.25 and 

0.50 with a statistical power of 80% (see Hair et al., 2013; p.21). 

Additional practical reasons to choose PLS are that I mix single and multi-item 

measures making no distributional assumptions (although there are not strong problems of 

skewedness or kurtosis). Furthermore, recursive models (single loops) and reflective 

measures are used.  Finally, no additional model specifications such as co-variation 

between error terms are applied.  Because of these theoretical and practical reasons, PLS 

path modeling is the most appropriate technique for data analysis (Barclay, Higgins & 

Thompson, 1995).  

Multinomial logit model (MLM).  A multinomial logit model is used to test 

hypotheses about the relationship between firm strategies abroad and entry mode. MLM  

has been developed on the basis of the theory of probabilistic choice in economics 
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(McFadden, 1974) and is widely used because it lends itself to the analysis of dichotomous 

choices while testing the significance of each variable leading to the choice.  

A MLM assumes independence from irrelevant alternatives (IIA), which means that 

the relative probability of choosing two alternatives does not depend on the availability or 

characteristics of other alternatives (Hausman  & McFadden, 1984; Long & Freese, 2001; 

p.188)13. To test this assumption, I performed both Hausman and the Small–Hsiao tests.  

These tests supported the distinction (independence) between the three entry modes 

(Parmigiani, 2007; p.301) (see Appendix 3) and justify my use of a multinomial logit 

model over a multinomial probit model.  In order to estimate the equation system required 

to calculate MLM, I arbitrarily made greenfield entry mode the reference option (Chang & 

Rosenzweig, 2001; p.762).  Then, I estimated the relative probability of a choice compared 

to the greenfield option. The parameter vectors, β, were estimated by maximum likelihood 

function using the STATA 12 package. 

 

4. Results  

This section is divided into two parts. I begin by presenting the results of the PLS-

SEM model.  Next, I discuss the characteristics of MLM. Appendix 4 displays the 

correlation matrix which shows that some variables have correlations above 0.709; 

however, because these cases involve items measuring the same construct, it is not 

considered to be a problem.  Appendix 5 shows a detailed description of the sample in 

terms of relevant characteristics. 

 

                                                 
13 This is the main difference with probit models (Dow and Endersby, 2004; p.108). 
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4.1 Quality assessment of PLS-SEM model 

After, the analysis of the relationships between exogenous and endogenous 

constructs, I took a two-step analytical approach: first I assessed the outer model, then the 

inner model (Hair et al., 2012a; Hulland, 1999). The inner model specifies the relationships 

between unobserved or latent variables, whereas the outer model specifies the relationships 

between a latent variable and its observed or manifested components.  In CB-SEM these 

are referred to as structural and measurement models respectively (Henseler, Ringle & 

Sinkovics, 2009; p. 284).  The reason behind this two-step approach was that the quality of 

the measures (e.g. reliability and validity of the measurement model) is required to 

guarantee that the results of the structural model can be used to draw valid conclusions.  

I analyzed the quality of the model using several indicators.  In particular, I 

analyzed the indicators’ reliability, internal consistency, discriminant validity of the 

measures, and the predictive power of the model.  To assess the quality of the measures and 

to estimate the relationships between latent constructs I used SmartPLS 2.0 (Ringle, Wende 

& Will, 2005).  This software has been used recently in several studies in management, 

strategy, and marketing that apply PLS-SEM (e.g. Lew & Sinkovics, 2013 and Landau & 

Bock, 2013). 

Analysis of the indicators’ reliability and of the internal consistency of the scales 

showed that 10 indicators did not reach the threshold of loads and statistical significance.  

This first analytical stage allowed me to eliminate two items related to the non-market 

resources factor, one item related to institutional development in the host country, four 

items related to institutional uncertainty at home, two items related to context-specific 

resources, and one item related to technological resources.  The content validity was not 

affected by eliminating these items.  
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Next, for the variables retained in the analysis, I studied reliability and internal 

consistency of indicators again.  All scales showed internal consistency and all indicators 

reached the loads and significance required to be retained.  The only exception was the 

scale of context-specific resources that showed relatively low levels of internal consistency 

and two items appeared with statistically non-significant loads. 

A deeper analysis of this result showed that context-specific resources could be 

divided into two groups of resources based on previous literature: created resources and 

endowed resources (Dunning & Lundan, 2008).  Created resources are intensive in 

knowledge and require human intervention to be made, such as brand, networks, market 

knowledge or managerial teams.  Endowed resources, on the other hand, are those whose 

creation does not require human intervention, such as low labor costs and access to natural 

resources.  Consequently, the original model was revised to accommodate the new insight 

provided by the data. Note that there are no theoretically supported hypotheses regarding 

this new taxonomy of resources. Therefore, an exploratory analysis was performed which 

studied the relation of endowed resources and the strategy followed abroad by LAMNEs.  

More specifically, I introduced a new interaction between endowed resources and 

institutional uncertainty at home to analyze their relationship with resource-acquisition 

strategy and resource-exploitation strategy. The relationships of created resources were 

explored only for the case of resource acquisition because these resources are context 

specific, and their characteristics (e.g.  embedded in the cultural values of the home market) 

make them difficult to exploit abroad as discussed above. The new specification of the 

model is shown in Figure 2. 

The internal reliability of the model was examined through the analysis of 

Cronbach’s alphas and composite reliability (CR). All constructs had alpha values above 
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Indicator reliability was examined by measuring the outer loadings on all items in 

the model. The absolute standardized outer loadings ranged from 0.449 to 0.950 (see 

Appendix 7). Four items with scores below 0.7 were identified: Xmin = 0.449 for resource-

acquisition strategy’s scale; X min = 0.594 for resource-exploitation strategy’s scale; X min = 

0.670 for institutional development at home’s scale, and Xmin = 0.661 for created resources’ 

scale.  The items with low loads were not deleted because they were part of multi-item 

scales (Chin, 1998).  Deleting them does not improve the composite reliability of the scales, 

and harms the content validity of the measures (Hair et al., 2013; p.103).  Generally, these 

results confirm that reliable measurements were developed and used in this research. 

Additionally, I assessed convergent validity by measuring the average variance 

extracted (AVE) (Fornell & Larcker, 1981). All constructs showed AVE values greater than 

the 0.5 threshold (AVEmin = 0.52 for competition based on created resources).  These 

results indicate that all the constructs, on average, explain more than half of the variance of 

their indicators (Hair et al., 2013; p.103), and show sufficient convergent validity of all the 

measures (Götz et al., 2010) (see Appendix 8). 

Appendix 8 also contains details about the predictive power of the model.  This 

aspect was analyzed using R2. Using the PLS Algorithm function in SmartPLS 2.0, I 

computed the R2 statistics of the five endogenous constructs in the model. The R2 values of 

resource-exploitation strategy, resource-acquisition strategy, institutional development in 

the host country, non-market resources, and speed of investment were respectively 0.35, 

0.33, 0.24, 0.35, and 0.30.  These values are greater than the acceptable threshold of 0.1 

(Falk & Miller, 1992). 

Finally, I examined discriminant validity using the square root of AVE and cross-

loadings (Hair et al., 2013). As shown in Appendix 9, the values of the square root of AVE 
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for each construct were greater than the highest correlation between that construct and the 

other constructs (Fornell & Larcker, 1981).  Furthermore, I assessed discriminant validity 

by comparing the loading values of each indicator with the cross-loadings of other 

reflective indicators (Chin, 1998). The indicator loadings were all higher than the cross-

loadings, suggesting satisfactory discriminant validity in the model. 

 

4.2 Hypotheses testing for structural model using PLS-SEM.   

Following on from Hair et al. (2013; p.263), the interaction of institutional 

uncertainty at home and technological, created, and endowed resources was introduced in 

PLS-SEM as a product term.  Furthermore, in order to test all the hypotheses, I examined 

the significance of the path coefficient estimates for the twelve paths in the model 

(including three related to control variables and two exploratory relationships as discussed 

above). I used a bootstrap technique, which produces more reasonable standard error 

estimates (Tenenhaus et al., 2005). Following Hair et al. (2013), I applied bootstrap 

resampling, using 5,000 samples with 62 observations in each to generate standard errors 

and obtain t-statistics  (Appendix 10 summarizes all the results of this section). 

Figure 3 contains the results of the hypotheses testing. The path coefficient from the 

product term from technological resources and institutional uncertainty at home to 

resource-exploitation strategy is 0.285 and it is statistically significant at standard levels (t 

= 2.447, p < 0.05).  Thus, H1a is supported.  The path coefficients from resource-

exploitation strategy to the speed of investment and choosing countries with low 

institutional development are -0.2779 (t = 2.3698; p < 0.05) and 0.3111 (t = 2.7862; p < 

0.05), respectively.  These results show that firms that invest abroad to exploit their 

resources do so in fewer days from the discovery of the opportunity to starting legal 
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procedures to invest.  Additionally, these firms invest in countries that have low 

institutional development.  This result is consistent with H2a but it is not consistent with 

H2c.   

The path coefficients from resource-acquisition strategy to speed of investment and 

selection of countries with low institutional development are 0.2781 (t = 1.9942; p < 0.05) 

and 0.3394 (t = 2.9171; p < 0.05), respectively.  This result supports H3a which asserts that 

the resource-acquisition strategy is related to low speed of investment (LAMNEs take a 

long time making the decision to invest abroad when acquiring new resources).  This result 

is also consistent with H3d because the resource-acquisition strategy is positively related to 

the choice of countries with low institutional development.   

The path coefficient from institutional uncertainty in host country to the use of non-

market resources is 0.5951 (t = 10.5661; p < 0.000).  This result supports H4 which means 

that an increase in the institutional uncertainty in the host country leads to an increase in the 

use of non-market resources such as favors, bargaining abilities, or money-giving to 

regulators. 

In order to test the robustness of H2c, H3d and H4, I estimated the model using an 

objective measure of institutional uncertainty of host countries.  Specifically, I used the 

political constraints measures (POLCON)14 developed by Henisz  (2000).  I did not find a 

statistically significant relationship between this new objective proxy and the strategies of 

exploitation (H2c) and acquisition of resources (H3d).  Likewise, I did not find a 

statistically significant relationship between this variable and the use of non-market 

resources (H4) and cultural distance (control variable). 

                                                 
14 POLCON is a measure of political constraints to political changes (or limitations to political discretion) 
based on the number and preferences of political actors with veto power within the political structure of a 
country (Henisz, 2000; p.5). 
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The emergent relations across variables were tested too.  The coefficient path from 

the product term of endowed resources and institutional uncertainty at home was -0.0942 (t 

= 0.5652; p < 0.574) to resource-acquisition strategy and 0.2355 (t = 2.3089, p < 0.05) to 

resource-exploitation strategy.  These finding suggest that LAMNEs that compete based on 

endowed resources in markets that are institutionally volatile, invest abroad in order to 

exploit their resources but not to acquire more resources.  Apparently, the benefits related 

to the control of the endowed resources are transferrable across markets. 

On the other hand, the coefficient path from the product term of created resources 

and institutional uncertainty at home to resource-acquisition strategy is -0.1789 (t = 0.7573; 

p < 0.452) showing a non-significant relationship between these constructs.  However, the 

coefficient from created resources to resource-acquisition strategy is 0.4732 (t = 4.4262; p 

< 0.000), suggesting that firms that control created resources go abroad to acquire new 

resources without considering institutional environment at home.   

Considering control variables, the size of the firm shows a positive relationship with 

the speed of investment (β = -0.3208; t = 3.3804; p < 0.001). In other words, large firms 

invest abroad rapidly in order to exploit or acquire new resources.  The experience of the 

firm in international markets, on the other hand, shows a negative relationship to the speed 

of investment (greater experience correlated with an increase in the number of days 

between the discovery of the opportunity and the specific tasks to invest abroad) (β = 

0.3256; t = 3.097; p < 0.005).  Cultural distance does not show any relationship to the 

selection of a market with institutional uncertainty (β = 0.0862; t = 0.6518; p < 0.517).   

This last finding was an unexpected result because cultural proximity has been 

recognized in the literature as an important driver of market choice.  For instance, Gomes 

and Ramaswamy (1998; p. 175) assert that by choosing familiar settings, organizations 
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limit the costs that they would otherwise incur when moving into unfamiliar territories.  

The absence of a statistically significant relationship could occur at least for two reasons.  

First, the dimensions of cultural distance that I use in this research following Hofstede 

(1980) and Kogut et al. (1988) sometimes have opposite effects on the FDI process. For 

instance, Tang (2012) shows that some dimensions used by Hofstede (e.g. difference in 

individualism) encourage FDI across two countries while other dimensions (e.g. difference 

in power distance) impede it.  Because I focus on the aggregate cultural distance, such 

subtleties were not analyzed and their opposite effects cancel out. 

Second, it is possible that market choice is influenced by aspects beyond cultural 

dissimilarities.  For instance, literature on international business states that beyond cultural 

aspects, geographical distance and differences in administrative and economic frameworks 

are related to market selection (Ghemawat, 2001).  In order to test this idea I replaced my 

measurement of cultural distance based on Hofstede (1980) and Kogut et al., (1988) by 

CAGE distance developed by Ghemawat (2001) and estimated my model again. The 

CAGE distance combines cultural, administrative, geographic and economic similarities 

between each pair of home-host countries.   

The result of this estimation was a positive relation between the CAGE distance and 

the choice of host markets with high institutional uncertainty.  In other words, by using 

CAGE distance I found that choosing a host market with high institutional uncertainty is 

related positively to the geographical distance, the cultural and administrative differences, 

and the absence of economic or commercial links between home and host countries. In my 

case this unexpected result was entirely driven by geographical distance, which is at the 

core of the powerful gravity models of cross-country trade flows (Ghemawat, 2003; p.57).   
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Controlling for geographical distance, I confirmed the robustness of the initial result 

of no correlation between the CAGE distance and the perceived institutional uncertainty of 

the host market. .  

 

4.3 Hypotheses testing regarding entry mode: A multinomial logit model 

To analyze the relationship between strategies in foreign markets and entry modes, I 

computed a single score for each latent construct (e.g. resource-acquisition and exploitation 

strategies).  Because each strategy was measured by three correlated indicators, I followed 

the procedure suggested by Berry and Feldman (1985; p.48) and estimated an unweighted 

average of the original variables that define each of the strategies.  

I used the previous procedure for several reasons: first, indicator variables are 

measured with the same continuous scale; second, indicators are highly correlated; third, 

the use of multiple indicators that are correlated could create collinearity problems in the 

regression analysis; and fourth, the use of highly correlated indicators does not increase the 

explained variance of the dependent variable. This procedure has been widely used in 

strategic research (e.g. Agarwal & Ramaswami, 1992; p.14).   

In the MLM the dependent variable was measured by a nominal variable that had a 

value of 1 = greenfield entry mode, 2 = acquisition entry mode, and 3 = joint venture entry 

mode.  In addition to using the acquisition and exploitation strategies as independent 

variables, I used three control variables: size of the firm, firm’s experience in foreign 

markets, and cultural distance between home and host country. The results of the model 

estimation are shown in Table 2. 

The results of the MLM (Table 2) do not support the hypothesized positive 

relationship between exploitation strategy and the choice of the greenfield entry mode 
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(hypothesis H2b).15  Additionally, the results do not support the expected negative 

relationship between exploitation strategy, acquisition, and joint venture entry mode 

(hypothesis H2d and H2e).   

 

Table 2.   
 
Multinomial logit model of entry mode using the full sample 
 
 

Variable Acquisition entry 
mode 

Joint venture 
entry mode 

Cultural distance 0.268 -0.225 
 (0.267) (0.222) 
Experience FDI 0.393 0.232 
 (0.429) (0.382) 
Size (Ln employees) 0.345 -0.081 
 (0.261) (-0.249) 
Acquisition strategy -0.119 -0.247 
 (0.268) (0.50) 
Exploitation strategy 0.568** 0.241 
 (0.275) (0.246) 
Log-likelihood -60.842 
Nagelkerke’s Pseudo R2 0.235 

 
Note: N = 62; standard error in parentheses; ** p< 0.05 

 

Contrary to what was conjectured, the results show that firms investing abroad to 

exploit their resources are more likely to select acquisition entry mode than greenfield (base 

line) (β =0.647; p < 0.05).  Additionally, I was not able to find evidence of a preference for 

greenfield over joint venture entry mode because the coefficients were statistically non-

significant.  Control variables were non-significant in this model. 

In Table 2, Nagelkerke’s pseudo R2 is reported as a goodness-of-fit measure, 

reflecting the cumulative strength of the model. In terms of interpretation it can be treated 

                                                 
15 Because greenfield entry mode is the reference entry mode, hypotheses H2b would not be rejected if there 
were a negative and significant coefficient of exploitation strategy (see Chang and Rosenweig, 2001; p.767 
for interpretation).    
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similarly to the R2 in linear regression and as such it provides an estimate of the model’s 

substantive significance (Fehrenbacher, 2013; p.125). In general, pseudo R2 values (such as 

Nagelkerke’s R2) tend to be lower than real R2 values, where values between 0.2 and 0.4 

are considered good (Hox, 2010; p.135).  In this case, Nagelkerke’s Pseudo R2 was 0.235, 

which suggests a moderate relationship between predictors and the dependent variable.  

Figure 4 contains a more detailed analysis of these results.  A close look at graph 4a 

shows that a major focus on resource-exploitation strategy increases the probability of 

choosing acquisition as an entry mode.  Similarly, Figure 4b shows that increasing the 

focus on exploitation strategy decreased the likelihood of choosing greenfield entry mode.  

Finally, graph 4c shows that increasing the focus on resource-exploitation strategy is not 

related to changes in the likelihood of choosing joint venture entry mode.   

Figure 4d presents the marginal effect of the variables on each of the three entry 

modes: greenfield, acquisition, and joint venture. If the marginal effects are small, the 

options will be very close together, suggesting that the variable does not affect the choice 

between them. The greater the effect, the farther the option will be from zero, as indicated 

by the y-axis (Parmigiani, 2007; p.303).  In this case, graph 3d quantifies the changes in the 

likelihood of choosing a specific entry mode if the measure of resource exploitation 

strategy changes by one standard deviation (SD).  Specifically, the picture shows that 

increasing the measure of exploitation strategy by one SD, the likelihood of choosing 

acquisition increases by around 11%, the likelihood of choosing greenfield decreases by 

around 10%, and the likelihood of choosing joint venture decreases by around 1%. 

The multinomial logit model, on the other hand, does not indicate a significant 

relationship between resource-acquisition strategy and any kind of entry mode.  This 

finding suggests that there is no preference for greenfield over other entry modes (see Table 
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5. Discussion 

                                                                                                     

In this section I first will discuss the findings on the relationships between 

LAMNEs’ resources, institutional uncertainty at home, and the strategic decisions of firms 

that follow a resource-exploitation strategy abroad.  Next, I will conduct a similar analysis 

focusing on the resource-acquisition strategy.  Finally, I will discuss the relationship 

between the institutional environment in the host country and LAMNEs’ use of non-market 

resources. 

5.1 Resources, institutions, and resource-exploitation strategy 

The results show that firms that compete based on technological resources invest 

abroad to exploit these technological resources when managers perceive high institutional 

uncertainty at home.  In particular, LAMNEs that have advanced technologies of 

production and R&D in countries where there is government intervention in prices, threats 

to ownership, and/or high risk of imitation (e.g. through reverse engineering), invest abroad 

to exploit the same technologies that have been successful at home.  Stated differently, 

LAMNEs use their technological resources to create similar advantages abroad to those that 

they had at home to avoid local institutional pressures.   

For example,  economic and political uncertainty led many Brazilian companies to 

increase their investments abroad during the early 2000s (ECLAC, 2006; p.73).  One of the 

firms that invested abroad during this period was Marcopolo, a body carmaker that opened 

high added value operations in several locations around the world.  With these investments, 

the company sought to avoid the loss of competitiveness caused by the strengthening of the 

Brazilian currency.  Investment in foreign markets allowed Marcopolo to exploit its 
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technological knowledge, build new production facilities and gain access to new markets 

(Fleury  & Fleury, 2011; p.276), thereby increasing its size. 

The transfer of technological resources abroad to create advantages is possible 

because these resources are highly fungible across markets (Anand & Delios, 1997b; 

p.580).  In the case of LAMNEs, for example, the results of R&D and advanced production 

technologies can be transferred across Latin America to satisfy the market requirements in 

each country.  In this way, firms that use their technological resources to obtain market 

advantages in one specific country of the region may use the same resources abroad to 

obtain similar market advantages by satisfying the needs of customers (Cuervo-Cazurra, 

2008; p.149). 

I believe that adopting a resource-exploitation strategy offers at least two 

advantages for LAMNEs.  First, because the essence of the resource-exploitation strategy is 

the use of the firm’s pre-existing resources (Winter & Szulanski, 2001; p.740; Makino et 

al., 2002), replicating a successful technology in foreign markets could be enough to create 

advantages over local and global competitors (Cuervo-Cazurra, 2011; p.383).  Replication 

reduces the cost of learning about what works and does not work in the market.  

Additionally, the time required to start operations in foreign markets can be reduced if 

firms have experience using a specific combination of technological resources to support 

their main advantages (Szulansky & Jensen, 2009; p.1740). 

Second, firms that compete based on highly standardized production processes can 

improve their efficiency investing abroad in similar or related business activities (Dunning 

et al., 2008; p.72).   LAMNEs that develop their own R&D and advanced production 

technologies can gain advantages over their global competitors in host countries because 

they are able to achieve economies of scale and scope rapidly.  The control of technological 
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resources adjusted to underdeveloped markets allows LAMNEs to discover and take 

advantage of the differences or similarities in consumer tastes across markets (Cuervo-

Cazurra, 2008; Ramsey, Alvim, Forteza & Figueiredo, 2010; p.63).   

Finally, although the results suggest that LAMNEs invest abroad to exploit their 

resources as a response to institutional pressures at home, these firms are not necessarily 

seeking “protection” for their technological resources.   The evidence suggests that the 

institutional problems at home force firms to invest abroad to “relocate” their technological 

assets looking for “new markets” to exploit their advantages and gain size.  It appears that 

LAMNEs exploit their resources in foreign markets to “compensate” for the possible loss 

of advantages at home due to institutional risks (Le & Zak, 2006; p.321).  In the case of 

LAMNEs, protecting valuable resources does not seem to be a strong motive for investing 

abroad because they invest in countries with low levels of institutional development (e.g. 

other Latin American countries).  Although these countries can’t ensure protection of 

technological resources (Bloodgood et al, 1996), they are markets where many LAMNEs 

have experience doing business and they may take advantage of this previous knowledge 

(Cuervo-Cazurra & Genc, 2008; p.928) to increase efficiency, size, and market.  This 

finding is one of the main contributions of my research to knowledge on EMNC 

internationalization. 

Similar ideas to those above could help us understand the behavior of firms that 

compete at home based on endowed resources (labor and access to natural resources such 

as mining, forestry, and agriculture) and feel high levels of institutional uncertainty.  The 

evidence suggests that a combination of advantages based on endowed resources (access to 

natural resources and/or low cost labor) and institutional uncertainty at home drives 
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LAMNEs dedicated to the production of labor or resource-intensive goods to invest abroad 

to exploit the advantages related to these resources. 

Although endowed resources may be relatively insensitive to risk of imitation, other 

characteristics of institutional uncertainty such as factor price controls (e.g. salaries) or 

controls on ownership could affect the companies whose competitive advantage is based on 

these resources. For instance, labor market regulation (e.g. minimum wages) could increase 

operating costs for companies and force firms going abroad to relocate some of their 

operations to compensate for the reduction of advantages at home (Yamamura, Sonobe & 

Otsuka, 2003; p.45; Witt & Lewin, 2007; p.582).  Similarly, the ability of some resources 

to generate cash flow (e.g. oil and gas) could make firms that control these resources the 

target of government intervention in countries where the rules of game are not clearly 

established (Sinnott, Nash & de la Torre, 2010; p.3).   

Institutional uncertainty at home forces companies that compete based on endowed 

resources to relocate some of their operations to foreign countries (Lipsey, 2004; p.336).  

Dramatic changes in price of labor or access to natural resources due to institutional 

pressures could force firms to invest in countries where these resources are available in 

more favorable conditions than at home.  In this case, firms may abandon their market of 

origin to continue the exploitation of “part” of their business practices abroad in markets 

that offer the right conditions to establish operations. LAMNEs must partially relocate 

abroad because these kinds of resources are not transferrable across markets (Cuervo-

Cazurra et al., 2007). 

Some empirical and anecdotal evidence sheds light on this idea.  For example, in 

Brazil the real manufacturing wage grew by 29% between 1991 and 1998 (Ferranti, Perry, 

Ledermand & Maloney, 2002; p.124). During this period, several Brazilian footwear 



63 
 

 
 

companies that competed globally based on price relocated their production plants to 

China.  The aim of these investments was to gain competitiveness through low labor costs 

while retaining some key operations of their business (e.g. product development) in Brazil 

(Barcelos, 2010; p.165).  By investing in China, some of these firms reduced their costs and 

continued exploiting a business based on low production costs and knowledge of the Latin 

American market. 

Strategic decisions of resource exploiters 

Market choice.  Contrary to what was expected, EMNCs that seek to exploit their 

technological or endowed resources abroad prefer to invest in countries with higher 

institutional uncertainty instead of countries with strong institutions.  This finding suggests 

that the exploitation strategy of LAMNEs is primarily based on the replication of their 

strategy abroad instead of the protection of their resources in foreign markets.  Although 

when investing abroad, LAMNEs escape of risk of imitation, price intervention, and 

ownership regulation at home, the market choice reflects the desire of these firms to find 

new markets where they can replicate business practices to reach new customers and/or 

increase market, size, and/or efficiency.  

Pursuing their business goals, LAMNEs prefer to invest in countries with weak 

institutional environments because they know how to manage them (Cuervo-Cazurra, 

2008).  For instance, when investing in countries with weak institutional environments 

LAMNEs are able to use non-market resources to face the uncertainty there and diminish 

threats to their sources of advantage, as discussed below (Arruda, 1997; p.1598).  In 

addition, my evidence suggests that LAMNEs are able to achieve economies of scale and 

scope in markets that are neither completely open nor completely developed (Franco & De 
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Lombaerde, 2003; p.96).  Institutional knowledge and business experience are the main 

advantages of LAMNEs in obtaining benefits in these host countries (Casanova, 2009b). 

Additionally, my evidence shows that host markets of some LAMNEs are mainly 

other Latin American countries (56% of the sample).  Latin American markets are the 

natural markets of Latin American firms because home and host countries of these firms 

share language, religion, and historical background (Casanova, 2009a, b). Investments in 

natural markets diminish the risk of poor fit between LAMNEs’ resources and host market 

conditions because their resources and strategies better suit the realities of other 

emerging/developing countries (Cuervo-Cazurra, 2008).  For example, replicating business 

practices (e.g. prepay cards) across Latin American countries has been one of the keys to 

success for America Movil (Casanova, 2009b). 

Although some LAMNEs invest in developed countries, these firms might find 

themselves at a disadvantage to local competitors.  This could arise because LAMNEs do 

not have enough knowledge about hard or soft characteristics of these markets (e.g. 

institutions, culture, etc.) (Chitoor, Sarkar, Ray & Aulakh, 2009; p.191).  As a result of this 

lack of knowledge, LAMNEs can face difficulties doing business (Dunning & Lundam, 

2008; p.70; Cuervo-Cazurra, 2008).  On the other hand, LAMNEs that invest in other 

developing countries can gain advantages over their global competitors due to the deep 

knowledge of the business environment of these countries.  Moreover, by investing in other 

Latin American countries, LAMNEs reduce liability of foreignness due to the similar 

characteristics of markets. Ethnic and cultural closeness between markets creates similar 

structures of supply and demand and facilitates the exploitation of firms’ resources across 

countries. 
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Speed of investment.  The evidence suggests that LAMNEs that go abroad to 

exploit their resources take this decision very rapidly.  This result supports my initial 

hypothesis and is in line with the findings of Bonaglia, Goldstein, and Mathews (2007) who 

found that EMNCs of emerging countries internationalize quickly.  In Latin America, the 

pressure to “compensate” for institutional threats in the home market forces firms to initiate 

the process of investment in selected host countries soon after an opportunity is discovered.  

The results show that after identifying an opportunity for exploiting their resources in a 

specific country, LAMNEs are quick to start procedures to obtain legal permission to 

invest. 

The investment process of LAMNEs may be accelerated by their previous 

knowledge about the host market.  This previous knowledge may come from at least two 

sources.  First, in some cases, international investment by LAMNEs is just an increase of 

resource commitment in markets previously receiving exports (Franco & DeLombaerde, 

2003; p.97; Johanson & Vahlne 1977; 2006). Second, geographical proximity and 

similarities of cultural and historical roots between markets gives LAMNEs valuable 

background about the appropriate mechanisms to exploit their resources abroad.  The 

closeness in several aspects (e.g. language, religion, and culture) between home and host 

countries reduces the amount of new knowledge that firms have to acquire to operate 

abroad and accelerates the investment process (Ghemawat, 2001).   

Because LAMNEs are most likely looking to exploit their resources abroad to gain 

market, size, and efficiency, a “wait and see” approach is not a good option for several 

reasons.  First, LAMNEs invest abroad seeking new markets to compensate for the 

challenging situation they face at home.  If a loss of advantages at home brings a reduction 

in the scale and scope of operations, the costs of the firm could rise.  To “compensate” for 
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this loss of advantages, firms have to invest abroad quickly to maintain the scale of their 

operations and avoid increases in costs to retain customers and maintain profitability.  

Second, delaying the investment decision could open a window of opportunity to global 

competitors to occupy the “market space” that was identified abroad.  These factors push 

LAMNEs to invest quickly, to retain or increase the efficiency of their operations as a 

response to institutional pressures at home. 

Entry mode. I have found evidence that firms that invest abroad to exploit their 

resources choose developing markets (especially their natural markets) and take investment 

decisions rapidly.  Considering this pattern of behavior, LAMNEs would be expected to 

choose entry modes that provide consistent advantages.  As I hypothesized, greenfield 

investment provides the opportunity to create a new organization that is well synchronized 

to exploit available resources (Meyer & Estrin, 2001; p.576).  However, greenfield could be 

too slow to allow LAMNEs to reach new markets rapidly and gain market, size, and 

efficiency, or deter competitors (Demirbag, Tatoglu & Glaister, 2008; p.29).  Joint 

ventures, on the other hand, could allow LAMNEs to gain speed; however, this entry mode 

would imply sharing advanced resources with partners (Demirbag et al., 2009; p.450) and 

may generate difficulties due to differences between the participants’ objectives (Bartlet & 

Ghoshal, 2000; p.141). In these circumstances, LAMNEs would seek alternative entry 

modes to exploit their resources abroad rapidly. 

The empirical evidence from this research suggests that the acquisition entry mode 

is the best vehicle to reach new markets rapidly while exploiting resources and market 

opportunities (Harzing, 2002; Andersson & Svenson, 1994; p.556).  Beyond the 

requirement of “high speed”, acquisition provides LAMNEs with high control over their 

valuable (technological) resources avoiding (in)voluntary transference of resources to real 
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or potential competitors.  Although greenfield also allows firms to maintain control of 

valuable resources, it is not appropriate if they have to invest quickly, as in the case of 

LAMNEs. 

My evidence shows that if LAMNEs are seeking to internationally exploit their 

R&D or production, or relocate part of their operations abroad, they prefer acquisitions.  

This occurs because resources are easier to exploit abroad by acquiring an existing 

company with a knowledgeable workforce and good connections in the local market, than 

by setting up a new subsidiary from scratch (Harzing, 2002; p.213).  Starting a new wholly-

owned operation abroad (greenfield) involves establishing a network of relationships with 

several new pivotal stakeholders (Demirbag et al., 2008; p.10), a process that could take too 

long if LAMNEs are looking to invest rapidly. 

A specific feature of LAMNEs that seek to relocate or exploit their resources abroad 

is that they do not require a large quantity of new resources to operate successfully.  In this 

sense LAMNEs don’t need to acquire an established firm abroad; however, because they 

require a speedy investment process, they opt for acquisition.  This finding goes against the 

assertion of Anand & Delios (2002) that when firms have some kind of technological 

advantage over competitors and invest abroad they do not have an incentive to pay 

premium prices buying existing companies in the host country (p.122).  Anand & Delios 

suggest that if firms have technological advantages, they prefer to invest through greenfield 

because they require few local resources.  In the case of LAMNEs, price is compromised to 

gain speed in the investment process. 

The preference for acquisitions also suggests that LAMNEs are able to assume high 

risks and commit a large amount of resources in their international operations.  This 

behavior could be explained by their knowledge about institutional and cultural factors in 
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the host markets. Previous investments in some developed and developing markets allow 

firms to reduce transaction costs using their market and non-market resources – the latter 

being especially relevant in developing markets (Gao, 2011). As discussed below, the 

experience of LAMNEs in underdeveloped institutional environments allows them to 

develop mechanisms to influence pivotal stakeholders who can promote favorable 

conditions in host countries (Henisz, 2003; p. 181).  Using non-market resources, LAMNEs 

are able to create “friendly conditions” by committing large amounts of resources to ensure 

control over their operations abroad. 

A final and plausible explanation for LAMNEs’ preference of the acquisition entry 

mode is that they invest in related business lines to exploit their resources. Relatedness of 

activities between the acquiring and acquired firm enables LAMNEs to better evaluate the 

resources and capabilities of acquisition candidates that compete inside their primary 

business domain (Lee & Lieberman, 2010; p.145).  Acquisitions in the same business 

domain also reduce the competition in the host market.  While acquisition eliminates a 

competitor and reduces competition in the industry, greenfield could intensify competition 

with existing firms because it brings a new player into the market (Hennar & Park, 1993; 

p.1058).   

 

5.2 Resources, institutions, and resource-acquisition strategy 

My hypothesis linking context-specific resources in uncertain institutional 

environments to the strategy of resource acquisition was not empirically supported.  

However, created resources (brands, networks, and managerial knowledge) showed a 

positive relationship to acquisition strategy.  This finding suggests that regardless of the 

institutional strengths or weaknesses at home, LAMNEs that compete based on context-
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specific resources show a strong tendency to pursue a resource-acquisition strategy when 

investing in foreign markets. 

The relationship between created resources and resource-acquisition strategy could 

be explained by the fact that the value of these resources is limited to the context in which 

they were developed (Anand & Delios, 2002).  For example, brands are assets that are 

difficult to transfer across markets because they are highly intangible (Meyer et al., 2009; 

p.64). Additionally, brands are often tied to the routines, systems, and cultures of specific 

firms, which also make them difficult to transfer across countries (Capron & Hulland, 

1999; p.43). Similarly, the embedded nature of business networks and managerial 

knowledge in social structures makes them hard to transfer across countries (Barney, 1991).  

The non-transferrable nature of context-specific resources impels LAMNEs that use 

them as sources of advantage to acquire complementary intangible assets abroad, even if 

they invest in their natural markets (Chitoor et al., 2009; p.190). In this sense, the purpose 

of investment for companies that compete based on these kinds of resources is (or could be) 

to strengthen their ownership advantages to compete globally.  For instance, in 2011 Grupo 

Bimbo acquired Sara Lee Corporation Spain and Portugal to access the market knowledge, 

distribution networks, and brands controlled by the target firm on the Iberian Peninsula and 

strengthen its global position.   

 

Strategic decisions of resource acquirers 

Market choice.  The evidence shows that the acquisition strategy is positively 

related to the selection of countries with high institutional uncertainty.  This finding 

supports my hypothesis and indicates that firms looking for an increase in their resources 

prefer to invest in countries that are institutionally similar to their country of origin.  
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LAMNEs that acquire resources abroad tend to invest close to home and in countries with 

which they trade or have ethnic and cultural ties (Casanova, 2009b).  In this regard the 

behavior of LAMNEs using the resource-acquisition strategy is similar to the behavior of 

LAMNEs that invest abroad to exploit their resources, as discussed above.  In both cases, 

the preference to invest in developing countries could be explained because the resources 

and routines of firms are strongly embedded in the cultural and political structure of the 

selected markets (Henisz & Delios, 2004; p.389). 

My results show that LAMNEs buy target companies in neighboring countries that 

permit them to exploit existing resources or acquire new ones.  By selecting neighboring 

countries, LAMNEs avoid costs of adapting to the economic, political, or cultural 

environment.  In fact, in the 1980s, 90% of the investment of Argentinean companies 

abroad was in Latin America, especially Brazil, Peru, and Uruguay (Agarwal, 1984; p.3).  

Similarly, between 1990 and 1998, 97% of Chilean FDI was in Latin America (Del Sol, 

2010; p.119).  This trend of LAMNEs to invest regionally continues today. For example, 

47% of mergers and acquisitions undertaken by Latin American companies in 2010 took 

place in a country in the region (ECLAC, 2011; p.12). 

The evidence also suggests that LAMNEs and DCMNEs follow similar patterns 

when investing abroad.  For example, for the case of LAMNEs, I confirmed the results 

obtained for DCMNEs by Delios and Henisz (2003; p.1162) who found that Japanese firms 

expanded their operations abroad to exploit or acquire resources in countries that were 

culturally or politically similar.  Market selection apparently reflected the desire of 

Japanese firms to minimize the amount of new information and uncertainty which they had 

to face during the investment process. Such familiarity adds to previous experiences in 

doing business in a market and helps both LAMNEs and DCMNEs overcome their liability 
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of foreignness (Barkema & Vermeulen, 1998).  LAMNEs can arguably take advantage of 

the institutional convergence between Latin American countries (Ross, 2012) to exploit or 

acquire resources to compete successfully in global markets. 

Speed of investment.  The results suggest that there is a negative and significant 

relationship between the strategy of resource acquisition and the speed of investment. 

Stated differently, LAMNEs spend a long time making the decision to invest after 

discovering the opportunity to acquire new resources abroad.  Although the literature of 

business strategy suggests that moving fast and first has its advantages – such as a positive 

consumer attitude towards pioneering brands (Kardes  & Kalyanaram, 1993; Alpert & 

Kamins, 1995) – LAMNEs are arguably able to take advantage of their position as of 

latecomers in foreign markets.  LAMNEs are late movers because of the time at which they 

appeared on the global stage (Mathews, 2006), ruling out their chance gain a first mover 

advantage.  However, by investing slowly to develop their resources, LAMNEs could be 

looking for some kind of last mover advantage (Bartlet & Goshal, 2000; p.141).   

Considering evidence from LAMNEs, I argue that waiting with investments could 

occur because of at least three reasons. First, LAMNEs could invest resources (especially 

time) to identify high value market segments in host countries in order to develop the 

appropriate resources for these niches. Second, these delays could be used by Latin 

American latecomers to develop an appropriate benchmark strategy by observing the 

leaders in the selected market.  Third, delaying the decision could allow firms to learn how 

their competitors operate and introduce new business practices to successfully compete in 

the industry.  

Entry mode.  Although the acquisition entry mode theoretically ensures access to 

required resources, the relationship between resource-acquisition strategy and acquisition 
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entry mode was not statistically supported.  In fact, the evidence does not show a 

relationship between resource-acquisition strategy and a specific entry mode16.  This result 

suggests that LAMNEs do not systematically compare different entry modes when they 

decide how to enter foreign markets and acquire new resources.  It appears that LAMNEs 

are passive and the choice is a consequence of decisions made by external agents; that is, 

these external agents moderate the choice of entry mode for LAMNEs that are looking to 

acquire new resources abroad.  But what external factors, then, moderate the relationship 

between resource-acquisition strategy and entry mode to foreign markets? 

Previous studies of multinationals in emerging markets have shown that business 

groups are pervasive organizational forms in these contexts (Kahnna & Palepu, 2000).  

Business group affiliation could moderate the relationship between resource-acquisition 

strategy and entry mode for at least two reasons.  First, business groups work as internal 

markets for affiliated firms (Chang & Hong, 2000; p.430; Guillen, 2000; p.363).  These 

internal markets could offer affiliated firms enough tangible and intangible resources to 

make acquisitions or greenfield investment in foreign markets depending on the desired 

speed of entry.   

Second, entering countries where the business group has previous investments 

furnishes the entering firm with a set of tangible and intangible assets that could be used to 

operate in the host country. When parent or related firms have invested previously in a 

specific country, a new entrant has access to resources such as reputation, experience, and 

market knowledge that could be used to operate in the host market.  Under these 

                                                 
16 We argued for a direct relationship between type of resources (created and endowed) and entry mode, but 
did not find a significant relationship. 
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circumstances, an affiliated firm could enter via greenfield investment, making use of their 

own resources and the resources available from the business group. 

Following this line of argument, I statistically investigated the moderator effect of 

business group affiliation on the relationship between resource-acquisition strategy and 

entry mode (56% of the firms included in the sample are owned by business groups). The 

results of the multinomial logit model including the moderator effect are summarized in 

Table 3. 

In Table 3, the interaction effect of resource-acquisition strategy and membership in 

a business group is negatively and significantly related to acquisition entry mode (β = -

1.930, p < 0.05) and joint venture entry mode (β = -1.746, p<0.05). These findings show a 

strong preference for greenfield entry mode over acquisition and joint venture among 

LAMNEs that invest abroad using the resource-acquisition strategy.  Nagelkerke’s Pseudo 

R2 is 0.375, which shows a moderate relationship between independent and dependent 

variables (Fehrenbacher, 2013).  

To verify that the relationship between greenfield entry mode and the interaction 

term between acquisition strategy and business group affiliation was indeed significant, I 

followed the procedure applied by Parmigiani (2007; p.303).  Specifically, I converted the 

model into a dichotomous one (greenfield = 1; 0 = otherwise) and computed the algorithm 

of Norton, Wang, and Ai (2004; p.161).  This algorithm computes the correct marginal 

effect of a change in the predicted probability that y = 1 (e.g. entry mode = greenfield) for a 

change in the independent variables involved in the interaction (p.157).  Additionally, I 

included the control variables.   
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Table 3.   

Re-estimated MLM of entry mode using the full sample17 

 
Variable Acquisition entry 

mode 
Joint venture 
entry mode 

Cultural distance 0.271 -0.280 
 (0.295) (0.241) 
Experience FDI 0.557 0.358 
 (0.471) (0.412) 
Size (Ln employees) 0.332 -0.089 
 (0.295) (0.287) 
Acquisition strategy 0.526 0.369 
 (0.394) (0.341) 
Exploitation strategy 0.535* 0.207 
 (0.305) (0.262) 
Business group 6.53** (6.41)** 
 (2.52) (2.618) 
Acquisition strategy X business 
group 

-1.563** -1.457** 

 (0.640) (0.580) 
Log-likelihood -55.537 
Nagelkerke’s Pseudo R2 0.375 

 

Note: N = 62; standard error in parentheses; * p< 0.1; ** p< 0.05 

 

The empirical results confirm a statistically significant relationship between 

greenfield entry mode and the interaction term of acquisition strategy by business group 

affiliation. Figure 5a shows the predicted probabilities on the x-axis and the interaction 

effect on the y-axis.  Additionally, the figure shows the marginal effect computed by the 

incorrect marginal effect (computed by the conventional linear method) and the correct 

interaction effect computed by the Norton et al. (2004) algorithm. 

Figure 5a shows that the interaction effect is positive at different levels of predicted 

probability for the case of greenfield entry mode.  Likewise, figure 5b shows that the 

                                                 
17 Entry mode was measured by 1 = greenfield entry mode; 2 = acquisition entry mode; 3 = joint venture entry 
mode.  Independent variables were acquisition and exploitation strategy, business group affiliation, product 
term between affiliation to business group and acquisition strategy and three control variables: size of the 
firm; firm’s experience in foreign markets, and cultural distance from home to host country. 
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interaction effect is significant at different probabilities where entry mode is greenfield18. 

The only exceptions are a few cases with probabilities below 0.6; however, it is not 

possible to identify exactly which cases these are.  Overall, the results suggest a statistically 

significant relationship between greenfield entry mode and the interaction of acquisition 

strategy and business group affiliation. 

 

Figure 5.  Graphical analysis of the correct interaction effect 

 

 

 

 

 

 

Source: Author 

 

The previous evidence implies that LAMNEs that follow a resource-acquisition 

strategy and are affiliated to a business group are more likely to use greenfield entry mode 

than acquisition or joint venture.  The selection of greenfield investment could be explained 

because business groups provide affiliates with the required resources (tangible or 

intangible) to enter a market and start projects by themselves.   

Additionally, this behavior could be reinforced by the fact that LAMNEs are 

investing in their natural markets (Nocke & Yeaple, 2008; p.552), where the environment is 

                                                 
18 The lines above and below 0 on graph 5b represent the 5% significance levels (±1.96) (Lel and Miller, 
2008; p.1911).   
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similar to the one where created or endowed resources were originally created or exploited 

(Casanova, 2009a, 2009b).  As a result of investment in similar markets, there is not a great 

difference between the characteristics of the resources that firms or their business groups 

control at home and those that must be acquired abroad (Lee & Lieberman, 2010; p.145).  It 

can be argued that institutional, cultural, and other similarities between the home and host 

countries mean that the types of resources required by LAMNEs to successfully compete in 

neighboring countries are also very similar. Therefore, greenfield entry mode appears to be 

particularly attractive as contextual challenges seem similar as well as the resources needed 

to compete effectively in the marketplace. 

An additional explanation for selecting greenfield is that firms prefer to augment 

their resources through internal development instead of buying existing ones in the market.  

Stated differently, LAMNEs prefer to spend time and effort building a new set of tangible 

and/or intangible assets in the host country instead of buying them.  Since acquisitions 

frequently require LAMNEs to pay a premium price for more resources than they require, 

internal development becomes more attractive than buying or sharing resources with 

partners abroad. 

This observation could be further explained by at least two factors.  First, internal 

development ensures that firms’ resources perfectly fit their needs.  For example, a 

greenfield operation allows LAMNEs to develop their own brands, networks, and gain 

market knowledge first hand.  It is especially relevant when FDI is an extension of previous 

entries into the same market (for example, in my sample, 72% of the companies were 

reinvesting in the same country).  Second, internal development of resources allows firms 

to consolidate their global strategies in several areas.  With regards to marketing, for 

example, firms are able to create powerful and scalable brands (or sets of brands) in 
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different countries. Moreover, a good fit between old and new resources to support the 

firms’ strategies makes the greenfield more attractive than acquisitions and/or joint 

ventures. 

Figure 6 shows a detailed graphical analysis of entry modes for resource acquirers.  

Figure 6a shows that increasing the focus on resource-acquisition strategy reduces the 

likelihood of firms owned by business groups to enter via acquisition.  At the same time, 

increasing the focus on resource-acquisition strategy increases the likelihood of entering by 

acquisition for stand-alone firms.  This result is consistent with hypothesis H3e only for 

firms that are not owned by business groups.   

One of the reasons behind this could be that, unlike firms affiliated to business 

groups, stand-alone firms are not able to create synergies in foreign markets.  In these 

cases, acquiring established firms in foreign markets appears to be the best way of 

expanding their resources through investments abroad.  Another reasons could be that the 

strategies of stand-alone LAMNEs are not under the control of a higher-level entity that 

shapes the decision-making process.  Stand-alone companies have more freedom making 

decisions about the strategies and mechanisms conducive to an increase in their resources 

abroad. 

Figure 6b shows that the likelihood of using greenfield entry mode diminishes for 

stand-alone LAMNEs as they become more focused on resource-acquisition strategy.  As 

discussed previously, for firms affiliated to business groups, an increase in the focus on 

resource acquisition is positively related to an increase in the likelihood of using greenfield 

entry mode.  This result shows that the evidence is consistent with hypothesis H3b only in 

the case of firms that are not affiliated to business groups.  The lack of synergies supported 
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strategy.  This evidence is consistent with hypothesis H3c only in the case of firms that are 

part of a business group, because apparently they reject the possibility of sharing control 

with foreign partners as in the case of a joint venture.  In the case of non-affiliated firms, 

increasing the focus on resource-acquisition strategy does not increase the likelihood of 

using joint venture as an entry mode. 

Figure 6d quantifies the changes in the likelihood of choosing a specific entry mode 

if the interaction of resource-acquisition strategy and business group affiliation changes by 

one standard deviation.  The figure shows that the likelihood of choosing greenfield entry 

mode increases by around 75%, the likelihood of choosing acquisition decreases by around 

39%, and the likelihood of choosing joint venture decreases by around 38%.  

 

5.3 Institutions in host country and non-market resources 

The evidence suggests that investments in countries with institutional uncertainty 

are positively related to the use of non-market resources.  In particular, the evidence shows 

that in these circumstances LAMNEs use three kinds of non-market resources: bargaining 

abilities with authorities and regulators, requesting favors from influential people in the 

host country, and payments to government agents or private regulators (bribery).  It would 

appear that these resources allow LAMNEs to overcome institutional pressures related to 

the control of ownership, requirements of technological transfer, and additional formal and 

informal industry regulations in the host countries. 

The bargaining abilities of LAMNEs with public and private authorities are based 

on the managerial knowledge of the “formal or informal subtleties” of doing business in 

contexts with weak institutions.  For example, Latin American managers have knowledge 

about customary rules within which business activities of countries in the region are 
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embedded.  These norms are mainly non-formalized rules about conflict resolution, non-

verbal cues, etiquette, vocabulary, etc. that affect a firm’s chances of successfully 

conducting their activities (Amado & Vinagre, 1991; p.43).  This knowledge has been 

gained by LAMNEs during their experience in their home markets or 

geographically/culturally related markets (Cuervo-Cazurra, 2008). 

Favors, on the other hand, are exchanges of outcomes between individuals who 

typically have a relationship or are embedded in a network of relationships (e.g., family, 

friends, business, etc.).  Usually, business people are involved in multiple networks that 

give them access to influential people (e.g. policy makers, private, or public regulators).  

These influential people are able to facilitate or complicate company activities by hardening 

or softening the formal rules of doing business.  Through favors, one party uses its status, 

influence, or connections to help the other party (or him/herself) circumvent (or even break) 

formal regulations and processes that interfere with business activities (McCarthy, Puffer, 

Dunlap & Jaeger, 2012)19.     

Finally, money-giving is an informal payment to induce someone to act in favor of 

the money giver (Tian, 2008; p.437).  It is a kind of bribe directed especially at private or 

official regulators to make them break the law in order to facilitate the business activities of 

those who are paying the bribe.  By influencing the receiver’s decisions, LAMNEs are able 

to reduce the formal and informal pressures they face in host countries when they make 

investments.  Money-giving allows firms entering a foreign country to compensate for the 

connections that they lack in the host market (Chavis, 2013; p.279). 

                                                 
19 Some authors suggest that the use of favors is not limited to developing economies; however, favors are 
more deeply ingrained, more frequently employed, and more positively viewed in emerging markets 
(McCarthy et al., 2012; p.28). 
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Non-market resources facilitate the international expansion of LAMNEs because 

they provide various advantages. First, by using these resources firms can avoid 

institutional deficiencies in host countries. For example, by using favors or bargaining 

abilities, they may be able to reduce the amount of money paid in bribes to private or public 

agents, or avoid them altogether (Chavis, 2013; Puffer et al, 2012).  In addition, these 

resources may help firms obtain cheaper funding in underdeveloped financial markets, 

access timely policy information, and manage the dependence of external agents in the host 

country (e.g. government, regulators, etc.) (Zhou & Peng, 2012).  In Latin America, for 

example, the prominence of large business groups is explained in part by the close personal 

ties between big business owners and public policy-makers (Hogenboom & Fernández, 

2012; p.12).  These ties facilitate the international expansion of LAMNEs because they 

may offer resources (e.g. financial support) that are not available for firms outside a 

particular country of the region. 

Second, by using non-market resources, LAMNEs maximize their growth 

opportunities in host countries.  For example, favors are used by LAMNEs to secure 

bureaucratic favoritism in obtaining contracts, physical goods, business permits, and 

introductions to potential customers, suppliers, and partners (Puffer et al., 2013; p.322; 

Mudambi, Navarra & Delios, 2013; p.488).  Additionally, resources such as favors or 

bribes reduce the liability of foreignness in a new market and may be used by LAMNEs to 

gain advantages over competitors of developed countries which do not have experience 

competing in developing markets (Cuervo-Cazurra, 2006).  Petrobras, for example, used 

the “political friendship” between the Brazilian government and other developing 

countries’ governments (e.g. Iraq and Angola) to establish its operations in countries where 

other oil companies were banned from operating (Goldstein, 2010; p.106). 
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Third, non-market resources may reduce the uncertainty about changes in public 

policy and the reaction of interest groups to the firm’s activities.   Bribes and favors may be 

a speedy way to obtain reliable and timely information for forecasting the behavior of 

public policy-makers or interest groups that decide on business rules affecting LAMNE 

activities.  In addition, non-market resources allow LAMNEs to shape their environment 

(Baron, 1995b; p.48). For instance, during privatization waves in some Latin-American 

countries, strong ties with governments allowed local business groups to receive privileged 

treatment in areas such as subsidies, funding with public funds, and special government 

loans (Hogenboom & Fernández, 2012; p.5).  Non-market resources have allowed 

LAMNEs to learn about new policies before their competitors and take advantage of 

political changes during institutional upheavals.   

The use of non-market resources by LAMNEs could have at least two explanations.  

First, for reasons of synergy and efficiency, LAMNEs tend to exploit the business practices 

that reflect their superior knowledge about markets and institutional environments across 

countries (Kostova, 1999; p.308).  In this sense, LAMNEs use their deep understanding of 

the tacit and complex rules of the game that govern business activities in other emerging 

countries (Puffer et al., 2012; p.10).  Managers of LAMNEs are likely to utilize non-market 

resources since they understand that bargaining, favors, and money-giving are 

institutionalized social norms of running a business in their own context (p.13). 

Second, the use of non-market resources could be motivated by the high regulation 

of FDI that LAMNEs face in the countries where they invest.  As discussed above, 

LAMNEs prefer investing in other developing countries such as Mexico or Brazil which 

have scores of restrictive norms on FDI, far more than the average of OECD countries.  The 

restrictions on FDI in these countries are reflected in direct ownership laws or obsolete laws 
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and regulations that impede flows of capital across markets (World Bank, 2010; p.7).  The 

more numerous the rules, the more confusing the institutional framework for FDI in these 

countries becomes (Tanzi, 1998). In these environments, there is a greater chance that laws 

will contradict each other, and less chance that they can be effectively enforced. As a result, 

there are more opportunities to use bribes, bargaining, or favors to establish favorable 

conditions in the host market (Mudambi et al., 2013; p.491). 

The greater burden of FDI regulation in host countries enhances the use of non-

market resources because it creates more discretion for public and private regulators to 

interpret and apply the rules.  When private or public policy-makers’ discretion is high, 

managers face a greater risk that the policies that affect their activities will change 

frequently and in unpredictable ways.  The uncertainty in these environments creates 

difficulties in accurately assessing the advantages and disadvantages associated with 

specific decisions (Henisz & Delios, 2003; p.391).  In the absence of predictable policies 

related to FDI, non-market resources are tools for gaining access to reliable and timely 

information which can improve profitability.  My evidence suggests that non-market 

resources are especially relevant in the case of LAMNEs looking to reduce the uncertainty 

and complexity related to the high discretion of private or/and public agents who influence 

the business-friendliness of conditions in foreign markets (Baron, 1995b; p.63; Zhou & 

Peng, 2012; p.909). 

 

6. Conclusions 

 

The research question that inspired this research was: How does the institutional 

environment of emerging countries interact with firms’ resources to shape the 
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internationalization strategies of EMNCs?  This research has focused on a sample of Latin 

American multinationals and I have relied on quantitative research based on primary data 

collected from LAMNE executives.   

In this conclusion I will attempt to summarize my findings by providing answers to the 

question I posed at the outset. I will begin by presenting my conclusions on the relationship 

between institutions, resources, and tendencies in investing abroad.  Next, I will consider 

the relationship between institutions, resources, and internationalization strategy. I will then 

make conclusions about institutions, resources, and strategic decisions.  Finally, I will 

suggest some limitations and future research agendas. 

 

6.1 Institutions, resources, and internationalization decisions 

My empirical evidence showed that executives of LAMNEs perceive that their home 

and host countries have problems in guaranteeing property rights for valuable resources. 

These problems are reflected in government intervention on ownership and prices, and in 

the institutions' inability to prevent illegal copying or imitation of sources of advantages.  

These institutional traits interact with LAMNEs resources to shape their internationalization 

strategies in at least in three ways. 

First, institutional frameworks erode the ability of some resources to create market 

advantages and are positively related to foreign investment by LAMNEs.  This is the case 

for technological resources (such as R&D and advanced production technologies) and 

endowed resources that are vulnerable to government intervention on prices, ownership or 

institutional inability to protect property rights.  For instance, under institutional 

frameworks that change in unpredictable ways, technology ownership could be threatened 

by governments’ desire to control sources of cash flow.  Likewise, the results of R&D or 
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the control of technology are endangered within a framework of institutions that are not 

able to prevent illegal copying or imitation by competitors. 

In emerging markets with weak institutions, the control of endowed resources is 

also vulnerable.  For example, advantages based on the control of natural resources that 

create high cash flows could be lost under governments that use expropriation as a 

mechanism to gain control of money sources.  Similarly, institutional upheavals in 

emerging markets may create economic turbulence that threatens a firm’s advantages; 

especially when these advantages are based on the prices of inputs such as wages or capital 

(e.g. through minimum wages or interest rates).  Institutional uncertainty at home correlates 

positively to LAMNEs investments abroad. 

Second, institutional pressures encourage the development of specialized resources 

that may create advantages during internationalization.  Institutional environment forces 

managers of LAMNEs to learn how to manage external conditions that are hostile for doing 

business.  Accordingly, they acquire a deep understanding of the institutional environment, 

which they use to develop specialized non-market resources.  These may then be used 

(exploited) by LAMNEs in institutional environments similar to those in their home 

countries.   

In particular, LAMNEs develop the ability to bargain with local authorities, and a 

deep understanding about how to use favors and money-giving (bribes) for business 

purposes.  The development and use of such non-market resources is rooted in a deep 

understanding of institutional rules for doing business in emerging markets, and its 

exploitation abroad is facilitated by the institutional convergence of Latin American 

countries.  In the specific case of non-market resources, hostile business environments  

encourage their development and use during the internationalization process. 
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Third, institutions at home show a neutral relationship with firms’ resource 

endowment and their decision to invest abroad.  My evidence suggests that, in some cases, 

the interaction between resources and institutions is not related to the decision of LAMNEs 

to invest abroad.  This situation most often occurs when firms compete at home based on 

created resources such as brands, supply networks, and managerial knowledge.   

One reason for this is that LAMNEs have not developed strong “created” resources 

and therefore governments are not interested in controlling them (e.g. via expropriation) or 

competitors in imitating them (e.g. via illegal copies).  A second reasons is that networks 

and managerial knowledge are resources that are not sensitive to expropriation, intervention 

on prices, or imitation because they are embedded in social structures.  Additionally, 

although brands are prone to be affected negatively by imitation, LAMNEs do not seem to 

feel major pressure to invest abroad in order to compensate.  A third reason is that 

LAMNEs probably use non-market resources to ensure friendly environments at home and 

in host markets, even under weak institutions.  These three plausible reasons would explain 

why institutional environment is not related to foreign investment when LAMNEs compete 

based on created resources. 

 

6.2 Institutions, resources, and strategy 

The institutional threats that LAMNEs face at home are positively related to foreign 

investment they make to create market advantages similar to those at home. In this case, 

firms look to exploit their resources re-creating their advantages abroad based on fungible 

R&D and advanced production technologies.  This strategy is also used by firms that 

compete based on endowed resources and invest abroad to take advantage of part of their 
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business practices as a defense against increasing prices of inputs (e.g. labor) or threats to 

the control of resources which may be expropriated by governments.  

A special case of resource exploitation occurs when firms use the knowledge about 

institutional environments that they developed at home to face the threats that stem from 

weak institutions in host markets.  As with investments based on technological or endowed 

resources, the logic behind the strategy is to use the same kind of resources exploited at 

home to become successful abroad.  The difference is that in the first case (technology or 

endowed resources), direct threats to resources could drive investments abroad to exploit 

the same resources.  In the second case, non-market resources are intangible assets whose 

exploitation depends on the institutional framework in the host market. 

As discussed above, firms that compete based on context-specific resources invest 

abroad regardless of institutional pressures at home.  In this case, firms follow a resource-

acquisition strategy, adding new assets instead of transferring them from their home 

markets.  The purpose of these investments is to increase the size or the market of the firm, 

but the mechanism is acquiring resources abroad instead of replicating their domestic 

strategy in foreign markets. 

 

6.3 Institutions, resources, and strategic decisions 

My evidence shows that the investment patterns of LAMNEs do not agree with the 

traditional literature of international business on the relationship between institutions and 

strategic decisions.  For example, the literature suggests that firms look for markets with 

strong institutions to exploit their valuable resources (either technological or endowed 

resources).  However, my results show that LAMNEs defy the institutional threats in host 

markets and transfer valuable technological resources and business practices. 
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Another interesting finding is that LAMNEs invest aggressively and quickly 

through acquisitions.  This contradicts the literature on international business that suggests 

that firms use greenfield investment to exploit their valuable resources and to avoid paying 

premium prices for established firms.  It appears that LAMNEs seek to increase markets to 

compensate for the loss of advantages at home, investing rapidly while retaining control of 

investments.   

Arguably, the non-market resources that LAMNEs develop under weak institutions 

at home are resources they use to reduce threats to their property rights or to overcome 

difficulties for making OFDI in host markets. LAMNEs appear to use favors, bargaining 

abilities, and money-giving as mechanisms to establish favorable conditions for developing 

business activities in their natural markets. 

In the case of firms that invest abroad to acquire resources, the strategic decision of 

market choice agrees with previous research. LAMNEs invest in countries with institutional 

development levels similar to their home markets, thereby taking advantage of the 

knowledge of volatile institutional environments that they face at home.   

The entry mode for LAMNEs that are seeking new or complementary resources 

depends on whether they are part of a business group.  Firms that are affiliated to a business 

group tend to enter foreign markets via greenfield investment, taking advantage of the 

resources that are controlled by the parent firm.  Stand-alone firms, on the other hand, 

appear more inclined to enter to foreign markets via acquisition.  Finally, in contrast to 

firms that invest rapidly to exploit their resources, firms that acquire resources abroad 

invest slowly, which suggest that LAMNEs are able to create last mover advantages in 

foreign markets.   
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Overall, the results of my research support the authors who assert that it is not 

necessary to create new theories to understand the internationalization behavior of EMNCs.  

Consistencies in the internationalization process followed by LAMNEs, as reflected and 

supported by my hypotheses, show that considering the effect of the home institutional 

environment at permits a deeper understanding of the strategies followed by EMNCs in 

general. My results show that contextualizing existing theories by adding details to the 

analyzed context can contribute valuable knowledge about EMNC internationalization. 

 

6.4 Limitations and future research 

In spite of the advances of this research, it is subject to some limitations.  First, this 

is cross-sectional research that does not allow for analysis of the relationship between 

institutions and resources in a longitudinal way. Overcoming this limitation in a future 

research effort is important because institutions tend to be stable over time and their effect 

on the internationalization of firms spans across several periods.  For instance, a 

longitudinal study would be useful to analyze how the institutions are related to strategic 

decisions at several points in the life of cycles of LAMNEs. 

Second, because of the lack of a complete list of LAMNEs, I used a non-

probabilistic sample.  Although the sampling method limited the generalization of the 

findings, I do not have theoretical or empirical evidence to assume that unidentified firms 

are any different from firms included in the study with regards to the key variables of the 

research.  Future research could increase the sample size or even identify all LAMNEs.  

This would require identifying a complete list of multinationals within each country and 

applying a probabilistic sampling. Links with local authorities could facilitate the gathering 

of this information. 
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Third, although econometric results tells a coherent story about the relationship 

between institutions, resources, and strategies in multinationalization of LAMNEs, I do not 

have extensive case study evidence to go deeper and understand the decision-making 

process followed by firms during internationalization.  Case studies are required in the 

future to explore the relationships reported in this research in greater detail, and to 

understand the dynamic relationship between institutions, resources, and 

internationalization strategies of LAMNEs. 

Fourth, although the comparison of EMNCs and DCMNEs is implicit in some parts 

of this research, this work is not a comparative analysis between these two kinds of 

multinationals.  While there are parallels in some aspects of decision-making in 

internationalization (e.g., EMNCs and DCMNEs base their internationalization strategy on 

similar kinds of resources – i.e. technological resources) other aspects warrant a direct 

comparative analysis.  For example, it would be interesting to compare the selection of host 

market and the role of institutions at home and host market for EMNCs and DCMNEs. 

Fifth, because of restrictions of sample size, I treated all LAMNEs as a unified body 

of multinationals. Within the Latin American region, however, there are variations across 

institutional frameworks and resource endowments of firms.  A future study could compare 

Latin American sub-regions around the variables included in this study.  For instance, 

Brazilian firms could be compared to Mexican firms and to firms from other countries in 

the region (e.g. Chile, Colombia, and so on).  In this way, academic analysts and 

practitioners could gain more specific knowledge about the behavior of multinationals in 

each country. 

Additionally, I was unable to control by several variables because respondents did 

not provide the data.  For example, I did not control by the structure of the ownership of 



91 
 

 
 

EMNCs (e.g. family vs. non-family business) which could influence their strategies and 

strategic decisions during internationalization (Bhaumik, Driffield & Pal, 2010; Douma, 

George & Kabir, 2006).  Similarly, I did not control by competition at home, despite this 

variable having been recognized as a driver of OFDI.  For example, EMNCs that face high 

competition can invest abroad to acquire or exploit their resources depending on the 

characteristics of their resources (e.g. weakness of their brands or innovativeness of their 

technologies) (Deng, 2004).   

Furthermore, I did not control the effect of the EMNCs’ financial resources on their 

internationalization processes. Literature shows that this variable is important because 

managers are predisposed to expand their markets when they have abundant financial 

resources or to defer their investments if they do not have enough resources to acquire or 

exploit opportunities in foreign markets (Tseng, Tansuhaj, Hallagan & McCullough, 2007).   

Likewise, I did not control by individual characteristics of managers.  For example, 

empirical evidence suggests that managers who have developed a global mindset are better 

equipped to deal with the complexity of internationalization caused by multiple 

organizational environments, structural indeterminacy, and cultural heterogeneity (Levy, 

Beechler, Taylor & Boyacigiller, 2007).  This managerial characteristic could affect, for 

example, speed of investment, market choice, or the strategy followed by EMNCs abroad.   

Finally, I did not control for economic activity/industry because the use of 

categorical variables (e.g. economic activity) with PLS-SEM is not recommended (e.g. Hair 

et al., 2013). However, I recognize that the effect of institutional uncertainty could affect 

service and manufacturing firms differently. Future research could include the effect of the 

omitted variables in this analysis of the EMNC internationalization process (e.g. ownership, 
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perceived competition at home, financial resources, and individual characteristics of 

managers). 
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Appendix 1. Indicators of reflective measurement model 

Resource-acquisition strategy:  Investing in the host country (thereafter p1) your company was looking to 
(1= strongly disagree; 7 = strongly agree): 
Acq_1 Acquire complementary physical, human, and organizational resources to improve its 

competitive ability. 
Acq_2 Quickly access new physical, human, and organizational resources to compete. 
Acq_3 Acquire new physical, human, and organizational resources to gain an advantage over 

competitors. 
Resource-exploitation strategy:  Investing in p1 your company was looking to (1= strongly disagree; 7 = 
strongly agree): 
Exp_1 Compete in a similar way that it did at home. 
Exp_2 The physical, human and organizational resources that your company used to create advantages 

in (p1) were transferred from the origin country to host country. 
Exp_3 The physical, human and organizational resources that your company used to create advantages 

in (p1) were similar to the resources used in its home country. 
Technological resources: To what degree were each of the following resources a source of competitive 
advantage over competitors in your home country when your company decided to invest in p1 (1 = not at all 7 
= completely) 
Tec_1  Advanced production technologies 
Tec_2 Own research development (R&D) 
Tec_3 Patents obtained or acquired by your company (eliminated) 
Context-specific resources: To what degree were each of the following resources a source of competitive 
advantage over competitors in your home country when your company decided to invest in (p1) (1 = not at all 
7 = completely) 
Loc_1 Managerial knowledge of global markets 
Loc_2 Brands  
Loc_3 Supply chain networks developed by your company 
Loc_4 Low cost labor  
Loc_5 Access to raw material related to natural resources 
Loc_6***20 Market knowledge  
Loc_7*** Qualified labor in your home country  
Institutional uncertainty at home: When your company decided to invest in p1, in its country of origin (1= 
strongly disagree; 7 = strongly agree): 
IUH_1 The government regulated the prices of the industry 
IUH_2 The risk of imitation was high because of low protection of propriety rights in your home 

country 
IUH_3 The government regulated the propriety in your industry. 
IUH_4*** Corruption in the public sector was low  
IUH_5*** Political instability was high  
IUH_6*** The laws of protection for propriety rights were applied rigorously  
IUH_7*** It was easy to get illegal copies of your products  
Institutional uncertainty in host country: When your company decided to invest in p1, the government of 
p1 (1= strongly disagree; 7 = strongly agree): 
IDH_1 … Required transfer of technology from foreign investors to national companies. 
IDH_2 … Limited the foreign ownership in your industry. 
IDH_3 … Regulated the prices in your industry. 
IDH_4***     p1 was a country with high political stability  
Non-market resources: Do you believe that investors in p1 (1= few frequent; 7 = highly frequent)..? 
NMR_1 Request favors from influential people of the host country to achieve the business purposes of 

their companies. 
NMR_2 Negotiate with regulatory offices of (p1) for favorable conditions to run their business. 

 

                                                 
20 ***Eliminated items 
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NMR_3 Offer money to government employees or private regulators to establish favorable conditions 
to run their business. 

NMR_4*** Offer gifts to influential people in p1 to establish favorable conditions for doing business. 
NMR_5*** Respect the legal norms of p1 although they negatively affect the business purposes of their 

companies. 
Speed of 
investment  

(a) Approximately, in what month and year did your company discover the  
investment opportunity in p1; (b) Approximately, in what month and year 
did your company start the legal procedures in p1 to make the 
investment. 

Entry mode  Your company invested in p1 through (a) acquisition; (b) joint 
venture with another company; (c) greenfield. 

Market 
choice  

Name of the country in which your company invested.21 
 

Size  Approximate number of employees of the company the year that decided to invest in p1 (ln) 
Cultural 
distance 

Kogut and Singh’s (1988) composite index.  The index was formed based on the deviation 
along each of the four cultural dimensions of Hofstede (i.e., power distance, uncertainty 
avoidance, masculinity/femininity, and individualism) for each pair of home and host country. 
The deviations were corrected for differences in the variances of each dimension and then 
arithmetically averaged.  The data were collected from http://geert-
hofstede.com/countries.html. 

Experience  Number of years since the first FDI of the company (ln) 
 

  

                                                 
21 This measure was not used directly in the model because my interest was in perceived institutional 
environment in the selected host country. 
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Appendix 2.  Companies included in the LAMNEs population 

ID Name 
Origin 
country 

Economic activity 
Sales 
(2011) 

Net income 
(2011) 

Sample22

1 Acegrasas Colombia Agroindustry 242,41    0,19 0 
2 Acerias de Colombia Colombia Siderurgical 282,43    2,20 0 
3 Agrosuper Chile Food 2.149,00  -  0 

4 Agunsa (14) Chile 
Logistic and 
transport 

572,70  23,80 0 

5 Aje-Group Peru Beverages 1.719,00   -  0 
6 Alfagres Colombia Construction 221,38  1,91 0 
7 Alicorp Peru Food 1.578,00  120,00 0 

8 All América Latina Brazil 
Logistic and 
transport 

1.691,00  130,00 0 

9 Alpargatas Brazil Footwear 1.372,00  163,00 0 
10 Alpek Mexico Oil and gas 4.326,59  149,41 1 
11 Alpina  Colombia Food 851,09  16,29 1 
12 Alsea  Mexico Restaurants 690,54  8,34 0 
13 Altos Hornos de México Mexico Siderurgical 2.928,00  140,00 1 
14 Andrade Gutierrez Brazil Multisector 3.151,00  (96,00) 0 
15 Antofagasta PLC Chile Mining 6.076,00  2.130,00 0 
16 Arauco Chile Celulose/paper 4.374,00  620,00 0 
17 Arcor Argentina Food 3.100,00   -  1 

18 Arcos Dorados Argentina Retailer 
  

3.657,00  
115,00 0 

19 Artecola Brazil Chemical 238,30  0 
20 Australis Chile Aquafarming 163,70  27,40 0 

21 Avianca–Taca Colombia 
Logistic and 
transport 

3.566,00  102,00 1 

22 Bematech Brazil Technology 158,40  (22,60) 1 
23 Besalco Chile Construction 616,80  37,40 1 
24 Bimbo Mexico Food 1.572,00   -  1 
25 Biofilm Colombia Chemical 213,78  (26,09) 1 
26 Biopappel Mexico Celulose/paper 1.134,00   6,00 0 
27 Braskem Brazil Oil and gas 17.686,00  (280,00) 1 
28 BRF foods Brazil Food 13.704,00  729,00 1 
29 Brightstar Bolivia Telecommunications 4.700,00  0 
30 Brinsa Colombia Chemical 181,80  15,87 0 
31 Camargo Corrêa Cimento Brazil Cement 1.247,00  117,00 0 

32 
CAP (Compañía Minera del 
Pacifico) 

Chile Siderurgical 2.787,00  441,00 0 

33 Casa Luker Colombia Food 234,94  4,26 1 
34 Cemento Polpaico Chile Cement 267,30  (5,00) 0 
35 Cementos Argos Colombia Cement 1.852,00  186,00 0 
36 Cemex Mexico Cement 13.546,00  (1.371,00) 0 
37 Cía. Pesquera Camanchaca Chile Aquafarming 326,10  (22,40) 1 

38 
Cia.Brasileira de Metalurgia 
E Mineração 

Brazil Mining 7.528,00  -  0 

39 Cicsa Mexico Construction -   -  0 
40 Cinepolis Mexico Entertainment 705,24   -  1 
41 CMPC Celulosa Chile Celulose/paper 1.316,00  260,00 1 
42 Coimex Brazil Retailer 1.400,00  251,00 0 
43 Colombina Colombia Food 114,86  14,15 1 

                                                 
22 1 = included in the final simple; 0 = otherwise 
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ID Name 
Origin 
country 

Economic activity 
Sales 
(2011) 

Net income 
(2011) 

Sample22

44 
Compañía de Cervecerías 
Unidas – CCU 

Chile Beverages 20.931,00  (1.230,00) 0 

45 Compañía Minera Autlán   Mexico Mining 176,95  8,60 0 

46 
Const. E Comércio Camargo 
Corrêa 

Brazil Construction 2.418,00        -  0 

47 Constructora Colpatria  Colombia Construction 138,66  20,89 0 

48 
Construtora Norberto 
Odebrecht 

Brazil Construction 4.476,00  482,00 0 

49 Construtora Queiroz Galvão Brazil Construction 1.654,00  27,00 0 

50 Copa Airlines Panama 
Logistic and 
transport 

1.830,00  310,00 0 

51 Copec Combustibles Chile Oil and gas 7.969,00        -  0 

52 
Corp. Interamericana de 
entretenimiento  (CIE) 

Mexico Entertainment 761,55  76,94 1 

53 Corporación Durango   Mexico Paper 827,28  127,69 0 
54 Cosan Brazil Agroindustry 12.214,00  1.565,00 1 
55 Coteminas Brazil Footwear 2.248,00        -  0 
56 Cotia Brazil Retailer 1.766,00  46,00 0 
57 Cruz Blanca Salud Chile Health care 326,10  (22,40) 1 
58 CSAV Chile Shipping 5.151,90  (1.249,80) 0 
59 CSN Brazil Siderurgical 8.806,00  1.975,00 0 
60 Cyrela Realty Brazil Construction 3.266,00  265,00 0 
61 Detroit Chile Multisector 175,00  17,10 0 
62 DHB Automotive Brazil Automotive 163,10  16,80 1 
63 Duas Rodas Brazil Food 450,00  1 
64 Duratex Brazil Manufacturing 1.583,00  199,00 0 
65 Ecopetrol Colombia Oil and gas 33.194,00  7.801,00 1 
66 Editorial Televisa   Mexico Mass media 827,28  127,69 0 
67 Elecmetal  Chile Siderurgical 175,00  17,10 1 
68 Elementia Mexico Construction 1.900,00  262,00 0 
69 Embotelladora Andina Chile Beverages  1.884,00  186,00 0 
70 Embotelladoras Arca Argentina Food 3.211,00  323,00 0 
71 Embraer Brazil Aerospace 5.255,00  83,00 1 
72 Empresas Banmédica Chile Health care 1.509,00  83,00 0 
73 Empresas Iansa Chile Agroindustry 631,10  26,20 0 
74 Empresas Ica Mexico Construction 3.066,00  106,00 0 

75 Empresas Navieras Chile 
Logistic and 
transport 

1.508,00  (23,00) 0 

76 Enaex Chile Chemical 631,10  26,20 0 
77 Enjoy Chile Retailer 255,00    2,20 0 
78 Entel Chile Telecommunications 2.360,00  346,00 0 
79 Falabella Chile Retailer 9,27  811,00 1 
80 Ferreyros/Ferreycorp Peru Retailer 1.419,00  72,00 1 

81 Ferromex Mexico 
Logistic and 
transport 

1.419,00  72,00 0 

82 Fibria Brazil Celulose/paper 3.121,00     (465,00) 0 

83 
Fomento Económico 
Mexicano   

Mexico Beverages 15.769,74  1.212,83 0 

84 Forus Chile Retailer 273,00  54,50 0 
85 Gasco Chile Oil and gas 1.785,00  63,00 1 
86 Gerdau Brazil Siderurgical 18.875,00  1.069,00 0 
87 Gicsa   Mexico Construction 292,01  33,08 0 

88 Gol Brazil 
Logistic and 
transport 

4.019,00  (400,00) 1 
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ID Name 
Origin 
country 

Economic activity 
Sales 
(2011) 

Net income 
(2011) 

Sample22

89 Grupo  Andre  Maggi Brazil Agroindustry 4.133,00  377,00 0 
90 Grupo  Chedraui Mexico Retailer 4.133,00  377,00 0 
91 Grupo  Deacero Mexico Siderurgical 4.133,00  377,00 0 
92 Grupo  Famsa Mexico Retailer 4.133,00  377,00 1 
93 Grupo  Gloria Peru Retailer 4.133,00  377,00 0 
95 Grupo  Industrial Lala Mexico Food 4.133,00  377,00 0 
96 Grupo Abril Brazil Mass media 1.680,00  99,00 0 

97 Grupo Accel   Mexico 
Logistic and 
transport 

228,07  0,26 0 

98 Grupo Bafar   Mexico Food 420,65  12,95 0 

99 
Grupo Cementos De 
Chihuahua   

Mexico Cement 734,09  31,00 1 

100 Grupo Clarín Argentina Mass media 2.257,00  120,00 0 
101 Grupo Condumex Mexico Manufacturing 1.560,00  120,00 0 
102 Grupo Coppel Mexico Retailer 4.206,00  532,00 0 
103 Grupo Gigante   Mexico Multisector 765,43  65,36 0 
104 Grupo Herdez   Mexico Food 6.599,35  60,00 0 
107 Grupo Isa Colombia Energy 4.802,00        -  1 
108 Grupo Iusa Mexico Manufacturing 4.802,00        -  0 
109 Grupo Kuo Mexico Multisector 1.916,00    9,00 1 
110 Grupo La Moderna   Mexico Food 479,37  40,79 0 
111 Grupo Maseca Mexico Food 1.604,00  14,00 1 
112 Grupo México Mexico Mining 9.296,00  2.098,00 0 
113 Grupo Minsa   Mexico Food 363,54  17,29 0 
114 Grupo Modelo Mexico Beverages 6.539,00  856,00 0 
115 Grupo Pochteca   Mexico Chemical 254,02    4,54 0 
116 Grupo Posadas   Mexico Hospitality 5.792,45  21,10 0 
117 Grupo Radio Centro   Mexico Mass media   63,20    0,35 0 
118 Grupo Sanborns Mexico Retailer 2.656,00  209,00 0 

119 Grupo Senda   Mexico 
Logistic and 
transport 

2.496,73  27,65 0 

120 Grupo Simec Mexico Siderurgical 2.098,00  205,00 0 
121 Grupo Televisa Mexico Mass media 4.486,00  564,00 1 
122 Grupo Villacero Mexico Siderurgical 1.116,00        -  1 
123 Grupo Viz Mexico Food 1.565,00  27,00 0 
124 Haceb Colombia Electronics 289,57  11,60 0 
125 Hildebrando   Mexico Computers 154,94    3,64 0 
126 Homex Mexico Construction 1.566,00  112,00 0 
127 Hortifrut Chile Agroindustry 180,00  13,10 1 
128 Hypermarcas Brazil Pharmaceutical 1.772,00  (29,00) 0 
129 Imcopa Brazil Agroindustry 1.392,00  237,00 0 
130 Impsa Argentina Energy - - 0 
131 Indura Industria Y Comercio Chile Multisector 453,40  33,50 1 
132 Industrias Bachoco Mexico Food 1.988,00  11,00 0 
133 Industrias Ch Mexico Siderurgical 2.323,00  218,00 0 
134 Industrias Unidas Mexico Manufacturing - - 0 
135 Industrias Peñoles Mexico Mining 6.944,00  914,00 1 
136 Ingenio Manuelita Colombia Food 609,17  48,56 1 
137 Intasa Chile Manufacturing 100,30    1,60 0 
138 Intercement Brazil Cement 1.325,30  0 
140 Interoceánica Chile Shipping 879,90  (39,90) 0 

141 Inversiones Alsacia Chile 
Logistic and 
transport 

142,80  (18,80) 0 

142 Iochpe-Maxion Brazil Automotive 1.548,00  119,00 1 
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ID Name 
Origin 
country 

Economic activity 
Sales 
(2011) 

Net income 
(2011) 

Sample22

143 Italcol Colombia Food 203,22    2,06 0 
144 Itautec Brazil Electronics 3.652,00  784,00 0 
145 JBS Friboi Brazil Agroindustry 32.944,00  (40,00) 1 
146 Jumbo Chile Retailer 1.916,00        -  0 
147 Klabin Brazil Celulose/paper 2.073,00  97,00 1 
148 Küpfer Hermanos  Chile Multisector 142,80  (18,80) 0 
149 La polar Chile Retailer - - 0 
150 Laboratorios Andrómaco Chile Pharmaceutical 169,90  6,30 0 
151 Laboratorios Bagò Argentina Pharmaceutical 2.555,00  472,00 1 

152 Lan Chile 
Logistic and 
transport 

5.585,00  320,00 0 

153 Leonisa Colombia Footwear 160,57  13,46 0 

154 Localiza Brazil 
Logistic and 
transport 

1.555,00        155,00 0 

155 Lupatech Brazil Enginering 327,30  (92,90) 0 
156 M. Dias Branco Brazil Food 1.551,00  195,00 0 
157 Mabe Mexico Electronics 3.264,00   (125,00) 1 
158 Madeco Chile Forestry 428,20  19,20 0 
159 Magnesita Brazil Mining 1.236,00  52,00 0 
160 Mall Plaza Chile Retailer 4.022,00        -  0 
161 Marcopolo Brazil Automotive 1.796,00  182,00 1 
162 Marfrig Brazil Agroindustry 11.667,00   (397,00) 0 
163 Masisa Chile Manufacturing 1.251,00  68,00 0 
164 Matriz Ideas (Casa & Ideas) Chile Retailer 121,00   (30,00) 0 
165 Melón Chile Cement 359,20    8,10 0 
166 Metalfrio Brazil Electronics 402,60    3,90 1 
167 Metalsa Mexico Automotive  1.271,00        -  1 
168 Mexichem Mexico Oil and gas 3.392,00  194,00 0 
169 Minerva Brazil Agroindustry 2.120,00  24,00 1 
170 Molinos Río De La Plata Argentina Agroindustry 3.106,00  64,00 1 
171 Molymet Chile Siderurgical 1.330,00  103,00 0 
172 Nalsani Colombia Multisector 136,25    5,44 1 
173 Natura Brazil Pharmaceutical 2.980,00  443,00 1 
174 Nemak Mexico Automotive 3.204,00  76,00 0 
175 Oas Engenharia Brazil Construction 1.474,00    7,00 0 
176 Odinsa Colombia Construction 145,93  70,50 0 
177 Oi-Telemar Brazil Telecommunications 4.928,00  536,00 0 
178 Olímpica Colombia Retailer 1.588,00  45,00 0 
179 Organización Terpel Colombia Oil and gas 4.384,00  86,00 0 
180 Oxiteno Brazil Oil and gas 1.284,00        -  0 
181 Oxxo (Femsa) Mexico Retailer 5.313,00  337,00 0 
182 P.I. Mabe Mexico Manufacturing 320,00  0 
183 Paranapanema Brazil Mining 2.184,00  (25,00) 0 
184 Paz del Rio Colombia Siderurgical 380,97   (43,26) 0 
185 PDG Realty Brazil Construction 3.666,00  375,00 0 
186 Petrobras Brazil Oil and gas 130.171,70  17.759,00 1 
187 Pintuco Colombia Chemical 207,60  16,23 1 
188 Pluspetrol Argentina Oil and gas 1.281,00        -  1 
189 Pollo Campero Guatemaal Food 400,00  0 
190 Positivo Informática Brazil Electronics 1.109,00   (36,00) 0 
191 Procaps Colombia Pharmaceutical 186,85    3,71 1 
192 Promigas Colombia Oil and gas 721,54  100,98 1 
193 Pucobre Chile Mining 267,10  62,30 0 
194 Quala Colombia Food 276,53    8,39 0 
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ID Name 
Origin 
country 

Economic activity 
Sales 
(2011) 

Net income 
(2011) 

Sample22

195 Quintec Chile Software 184,30   (5,80) 0 
196 Randon Participaciones Brazil Automotive 2.425,00  56,00 1 
197 Recalcine Chile Pharmaceutical 490,90  91,10 0 
198 Ripley Chile Retailer 1.215,00  128,00 0 
195 Salfacorp Chile Construction 1.728,00  30,00 0 
196 Sigdo koppers Chile Construction 2.127,00  285,00 0 
197 Sigma Mexico Food 2.945,00  59,00 0 
198 Sintex Chile Chemical 490,90  91,10 0 
199 Sipsa Chile Construction 305,50   (19,00) 0 
200 Sodimac Chile Retailer 2.684,00  165,00 0 
201 Sonda Chile Technology 1.136,00  77,00 0 
202 Soquimich Comercial  Chile Mining 305,50   (19,00) 0 
203 Springs Brazil Footwear 2.222,00  213,00 0 
204 SQM Chile Mining 2.145,00     545,00 0 

205 Sudamericana de Vapores Chile 
Logistic and 
transport 

5.151,00  (1.249,00) 0 

206 Supermercados Unimarc Chile Retailer  1.834,00        -  0 
207 Suzano Papel E Celulose Brazil Celulose/paper 2.584,00  15,00 0 

208 Tam Brazil 
Logistic and 
transport 

6.927,00  (178,00) 0 

209 Tecnoquimicas Colombia Pharmaceutical 492,17  32,84 0 
210 Telmex Internacional Mexico Telecommunications 7.057,00  267,00 0 
211 Tenaris Argentina Siderurgical 9.972,00  1.331,00 0 
212 Tiendas Elektra Mexico Retailer 1.812,00        -  0 
213 Tigre-Tubos E Conexões Brazil Manufacturing 1.546,00        -  1 
214 Totvs Brazil Technology 681,90  90,00 1 
215 Tupy Brazil Automotive 1.165,00  108,00 0 
216 Ultrapar Brazil Oil and gas 25.941,00  452,00 0 
217 Usiminas Brazil Siderurgical 6.345,00  124,00 0 
218 Viakable Mexico Electronics  1.412,00        -  0 
219 Viña Concha Y Toro Chile Beverages 810,70  96,80 1 
220 Viña San Pedro Tarapacá Chile Beverages 265,30  25,50 0 
221 Vitro Mexico Manufacturing 1.412,00        -  1 
222 Voltran   Mexico Electric equipment   69,33  12,05 0 
223 Votorantim Cimentos Brazil Cement 4.639,00  483,00 0 
224 Votorantim Siderugia Brazil Siderurgical - - 0 
225 Vulcabras Brazil Footwear 4.020,00   (276,00) 0 
226 Weg Brazil Equipment 2.766,00  312,00 0 
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Appendix 3.  Hausman and the Small-Hsiao tests 

a. Hausman tests of IIA assumption 

Omitted category Chi2 P>chi2 Evidence 
2 -1.055 ----- ----- 
3 -13.935 ----- ----- 
1 4.292 0.830 For Ho23 

 

This table shows that if category 2 (acquisition entry mode) and 3 (joint venture entry 

mode) are omitted, chi<0.   In this case the model does not meet asymptotic assumptions of 

the test.  However, Hausman and McFadden (1984, 1226) note that these cases show that 

IIA has not been violated. 

 

b. Small-Hsiao test of IIA assumption 

Omitted category Chi2 P>chi2 Evidence 
2 3.320 0.913 For Ho 
3 0.000 1.000 For Ho 

 

Small-Hsiao test of IIA assumption also shows that IIA holds. 

  

                                                 
23 Ho = IIA holds 
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Appendix 4.  Correlation matrix 
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Appendix 5.  Descriptive statistics based on the full sample (N = 62) 

a. Descriptive statistics of measures 

Variable Mean Std. Dev. Min Max 
Tec_1 4.806452 1.772640 1 7 
Tec_2 5.322581 1.989927 1 7 
Loc_1 5.161290 1.538506 1 7 
Loc_2 4.822581 2.336624 1 7 
Loc_3 4.935484 1.871888 1 7 
Loc_4 3.290323 1.464186 1 6 
Loc_5 3.661290 2.318447 1 7 
Acq_1 3.612903 1.334963 1 6 
Acq_2 4.838710 1.839401 1 7 
Acq_3 4.725806 1.917729 1 7 
Exp_1 5.032258 1.773833 1 7 
Exp_2 4.516129 1.808377 1 7 
Exp_3 4.790323 1.527208 1 7 
IUH_1 3.000000 1.764867 1 7 
IUH_2 2.451613 1.522266 1 7 
IUH_3 2.500000 1.097688 1 5 
NMR_1 2.403226 1.419532 1 6 
NMR_2 3.887097 1.942660 1 7 
NMR_3 2.677419 1.565763 1 6 
IDH_1 2.177419 1.760441 1 7 
IDH_2 3.000000 2.268819 1 7 
IDH_3 4.064516 2.296619 1 7 
Speed 5.161290 1.074191 3 8 
Cul_Dis 2.720048 1.459097 -0.5259 4.5985 
ExpFDI 2.679097 0.837856 0 4.4188 
lnemplead 8.535660 1.367483 5.2983 11.8845 

 

b. Firms of the sample investing by first time in host country 

Frequency Percent 
 Yes 45 72,6 

No (re-investing) 17 27,4 
Total 62 100,0 
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c.  Origin country of firms included in the sample 

 

Origin country Frequency Percent 
Argentina 4 6,5 
Brazil 19 30,6 
Chile 10 16,1 
Colombia 12 19,4 
Mexico 15 24,2 
Peru 2 3,2 
Total 62 100,0 

 

d. Age of the firms included in the sample 

Age  Frequency Percent 
< 20 years 7 11,3 
> 20 < 40 9 14,5 
> 40 < 60 17 27,4 
> 60 < 80 14 22,6 
> 80 < 100 7 11,3 
> 100 years 8 12,9 
 Total  62 100 

 

e. Size of the firms includes in the sample 

 

 

 

 

f. Firms included in the sample owned by business groups  

 

 

 

Number of employees Frequency Percent 
< 5000 36 58,06 
> 5000 < 20000 19 30,65 
> 20000 7 11,29 
 Total  62 100,00 

 Frequency Percent 
 Yes 34 54,8 

No 28 45,2 
Total 62 100,0 
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g. Host country of LAMNEs’ investments 

Host country of investments 
Frequency 

 
Argentina 3 
Brazil 4 
Chile 1 
Colombia 6 
Costa Rica 2 
Guatemala 1 
Mexico 4 
Peru 8 
Portugal 1 
Dominican Republic 2 
Uruguay 1 
Ecuador 2 
Angola 1 
Belgium 2 
Canada 2 
United States 15 
England 1 
Israel 1 
Pakistan 1 
Paraguay 1 
Russia 2 
Thailand 1 
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h. Economic activities of firms included in the sample 

Economic activity Frequency
Aerospace 1
Agroindustry 5
Aqua farming 1
Automotive 5
Beverages 1
Cellulose/paper 2
Cement 1
Chemical 2
Construction 1
Electronics 2
Energy 1
Entertainment 2
Food 10
Health care 1
Logistic and transport 2
Manufacturing 2
Mass media 1
Mining 1
Multi-sector 3
Oil and gas 7
Pharmaceutical 3
Retailer 3
Siderurgical 3
Technology 2
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Appendix 6.  Internal reliability of the structural model 

Scale 
Composite 
Reliability 

Cronbachs 
Alpha 

Acquisition strategy 0.8173 0.6669 
Created resources 0.7665 0.6105 
Cultural distance 1 1 
Endowed resources 0.9047 0.8002 
Experience FDI 1 1 
Exploitation strategy 0.8408 0.7083 
Institutional development in host 
country 0.7717 0.5576 
Institutional uncertainty in home 
country 0.8987 0.8302 
Non-market resources 0.8 0.6747 
Size of the firm 1 1 
Speed of investment 1 1 
Technological resources 0.8995 0.7776 
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Appendix 7.  Indicators reliability of the structural model 

Constructs Indicators 
Owter 

weights 
p-value 

Acquisition strategy 
Acq_1 0.919         0.000  
Acq_2 0.449         0.047  
Acq_3 0.898         0.000  

Exploitation strategy 
Exp_1 0.915         0.000  
Exp_2 0.594         0.000  
Exp_3 0.863         0.000  

Institutional development 
in host market 

IDH_1 0.670         0.000  
IDH_2 0.783         0.000  
IDH_3 0.729         0.000  

Institutional uncertainty at 
home 

IUH_1 0.813         0.000  
IUH_2 0.925         0.000  
IUH_3 0.853         0.000  

Created resources 
Loc_1 0.661         0.003  
Loc_2 0.761         0.000  
Loc_3 0.745         0.001  

Endowed resources 
Loc_4 0.950         0.000  
Loc_5 0.866         0.000  

Non-market resources 
NMR_1 0.802         0.000  
NMR_2 0.762         0.003  
NMR_3 0.702         0.002  

Technological resources 
Tec_1 0.890         0.000  
Tec_2 0.918         0.000  

Speed Speed (Ln) 1.000         1.000  
Size of the firm  No. Emplead (Ln) 1.000         1.000  
Cultural distance Cul_Dis (Ln) 1.000         1.000  
Experience FDI ExpFDI (Ln) 1.000         1.000  
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Appendix 8.  Convergent validity and predictive power of the structural model 

Scale AVE24 R Square 

Acquisition strategy 0.6175 0.3342 
Created resources 0.5234  
Cultural distance 1  
Endowed resources 0.8263  
Experience FDI 1  
Exploitation strategy 0.645 0.3533 
Institutional development in host 
country 0.5308 0.2438 
Institutional uncertainty in home 
country 0.7479  
Non-market resources 0.5722 0.3541 
Size of the firm 1  
Speed of investment 1 0.2989 
Technological resources 0.8174  

 

 

  

                                                 
24 Average variance extracted 
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Appendix 9.  Discriminant validity of the structural model25 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
25 Values in bold are the square root of average variance extracted (AVE) 
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Appendix 10.  Path coefficients in structural model 

 

Variables 
Acquisition 

strategy 
Exploitation 

strategy 

Institutional 
development in 

host country 

Speed of 
investment 

Non-
market 

resources 

Created resources   
0.4732*** 
(4.4262) 

Created resources X 
Institutional uncertainty 
at home 

-0.1789 
(0.7573) 

 
Endowed resources X 
Institutional uncertainty 
at home 

-0.0942 
(0.5652) 

0.2355** 
(2.3089) 

 

Technological 
resources X 
Institutional uncertainty 
at home (H1a) 

0.285** 
(2.447) 

    

Acquisition strategy 
0.3394*** 
(2.9171) 

0.2781** 
(1.9942) 

Cultural distance 
0.0862 

(0.6518) 

Exploitation strategy 
0.3111*** 
(2.7862) 

-0.2779** 
(2.3698) 

Size 
-0.098 

(0.9234) 

-
0.3208*** 
(3.3804)  

Experience FDI 
0.3256*** 

(3.097) 

Institutional uncertainty 
in Host country 

0.5951*** 
(10.5661) 

 

Note: N = 62; t values in parentheses; ** p< 0.05; *** p<0.01 


