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ABSTRACT

The purpose of this study was to examine why and how Finnish firms use Spain as a 

gateway to Latin America. In addition, the study investigated how many Finnish 

companies have actually used the Spanish gateway and what have been the disadvantages 

of the gateway strategy.

The study topic was first approached by reviewing literature related to 

internationalization of the firm and on gateways, and combining them into a theoretical 

framework. The empirical part of study was divided into two phases: a telephone survey 

and a multiple-case study. The phone survey, which included 62 Finnish companies with 

a unit in Spain, had the purpose of identifying the companies that have used Spain as a 

gateway to Latin America as well as the main motives and methods of the gateway 

strategy. In the second phase, the most interesting cases were selected for more detailed 

inquiry about the reasons and ways to use the gateway. In-depth interviews were 

conducted in three companies: Industrial Insurance, Kemira Chemicals and Tecnomen.

The findings of the study indicate that 15 Finnish companies (24 % of the firms with a 

Spanish unit) have used Spain as a gateway to Latin America. The companies have 

consciously taken advantage of the cultural, linguistic and business connections between 

Spain and Latin America, often by the initiative of the Spanish subsidiary. The Spanish 

gateway has also been used to bypass legal restrictions in Latin America. Both direct and 

indirect gateway strategies have been used. Exporting from the Spanish subsidiary and 

piggy-backing through Spanish companies in Latin America have been the most frequent 

ways to use the gateway. The gateway strategy has facilitated operations in the culturally 

distant Latin American markets and decreased the risks and uncertainties involved 

especially in the entry phase. The main disadvantage of the Spanish gateway position is 

geographical distance, which makes sustainable operations in Latin America from Spain 

difficult and costly.
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TIIVISTELMÄ (abstract in Finnish)

Tämän tutkimuksen tavoitteena oli tutkia miksi ja miten suomalaiset yritykset ovat 

käyttäneet Espanjaa gatewaynä Latinalaiseen Amerikkaan. Lisäksi tutkimus selvitti 

kuinka moni suomalaisyritys on todella hyödyntänyt Espanjan gatevvay-asemaa ja mitkä 

ovat olleet kyseisen strategian haitat.

Tutkimuskohteen käsittely aloitettiin yrityksen kansainvälistymiseen ja gateway- 

tutkimukseen liittyvän kirjallisuuden analysoimisella, ja yhdistämällä ne yhtenäiseksi 

teoreettiseksi viitekehykseksi. Tutkimuksen empiirinen osuus jaettiin puhelinkyselyyn ja 

tapaustutkimuksiin. 62 espanjalaisen yksikön omaavaa suomalaisyritystä sisältäneen 

puhelinkyselyn tarkoituksena oli identifioida Espanjaa gatewaynä Latinalaiseen 

Amerikkaan käyttäneet yritykset sekä gateway-strategian tärkeimmät syyt ja muodot. 

Mielenkiintoisimmat yritykset valittiin toisen vaiheen tarkempiin tutkimuksiin, joissa 

selvitettiin lähemmin gatewayn käytön syitä ja tapoja. Syvähaastateltuja yrityksiä oli 

kolme: Teollisuusvakuutus, Kemira Chemicals ja Tecnomen.

Tutkimustulokset osoittavat, että 15 suomalaisyritystä (24 % espanjalaisen yksikön 

omaavista yrityksistä) on käyttänyt Espanjaa gatewaynä Latinalaiseen Amerikkaan. 

Yritykset ovat tietoisesti hyödyntäneet Espanjan ja Latinalaisen Amerikan kiinteitä kieli-, 

kulttuuri- ja yritystason siteitä, usein Espanjan yksikön aloitteesta. Espanjaa on käytetty 

gatewaynä myös lakisääteisten esteiden kiertämiseen. Niin suoraa kuin epäsuoraa 

gateway-strategiaa on käytetty. Vienti espanjalaisesta tytäryhtiöstä ja piggy-backing 

Latinalaisessa Amerikassa toimivien espanjalaisyritysten kautta ovat olleet yleisimmät 

gatewayn käyttömuodot. Gateway-strategian käyttö on helpottanut yritysten pääsyä 

kulttuurisesti kaukaisille Latinalaisen Amerikan markkinoille ja vähentänyt siihen 

liittyviä riskejä ja epävarmuustekijöitä erityisesti markkinoille mentäessä. Espanjan 

gateway-aseman suurin haitta on maantieteellinen etäisyys, joka tekee pysyvästä 

liiketoiminnasta Latinalaisessa Amerikassa Espanjasta käsin hankalaa ja kallista.

Avainsanat: Espanja, Latinalainen Amerikka, gateway, kansainvälistyminen
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1. INTRODUCTION

1.1 Background

Latin America has become an interesting market area after the “lost decade” of the 1980s. 

The once closed and protected economies are changing the old trade substitution policies 

into neo-liberal free market economics, and the new, democratically elected governments 

are integrating their countries into the international trading system by lowering trade 

barriers and attracting foreign investments. Privatizations, tax reforms and other policies 

are used to support free competition, and economic integration in the region is advancing. 
(Hojman 1999, 3-10; Calvert 1999, 11-14)

Foreign companies have noticed the growth potential in Latin America and have 

increasingly expanded into the region. Finland’s trade with the Latin American countries 

has also been increasing, and it has been anticipated that Latin America will be the target 

of the next, larger internationalization phase of Finnish firms. Many large Finnish 

companies are already present in Europe, North America and Asia, but Latin America has 

remained a marginal area for most of them. In 1999, the whole region represented only 

2,0 % of the Finnish exports. The Finnish direct investments in Latin America are also 

modest, although the pioneering firms invested in Latin America already in the 1960s. 

(Wilska 2000b, 2-6). At the end of 1999, the share of Latin America of the total stock of 

Finnish foreign direct investment was 0,8 %, generating 2,1 % of the worldwide turnover 

of Finnish firms’ foreign subsidiaries (Bank of Finland 2000, 8-10).

It must be noted that the statistics only register the bilateral trade and investment flows 

between Finland and the Latin American countries. Finnish exports and investments from 

foreign subsidiaries appear in the statistics of the third countries. Mexico is a good 

example of this indirect trade with Latin America. It has been estimated that indirect 

Finnish exports to Mexico are three times bigger than direct exports. In addition, 

according to the direct investment statistics there are almost no Finnish investments in 

Mexico, although around twenty Finnish firms operate in the country. (Wilska 2000a, 1)

1



Why then, do Finnish companies use their foreign subsidiaries in third countries for the 

Latin American operations? Why not export or invest in the region directly from Finland? 

Several possible explanations exist. According to one of them, especially smaller 

companies have not had enough resources to expand to all continents at the same time. In 

the 1980s, when Finnish companies internationalized very rapidly, the Asian markets 

were booming, while Latin America was struggling in a debt crisis. In the 1990s, Europe 

was the focus of many companies who were preparing for Finland’s membership in the 

European Union and the deepening economic integration. (Kuparinen & Blesa Aledo 

1996, 40; Wilska 2000b, 6) The Latin American markets have thus remained marginal, 

only served from nearby subsidiaries.

Another explanation could be related to the macroeconomic instability, the long history 

of booms and busts that to some extent still characterizes the Latin American economies 

(ECLAC 2000c, 19). After the foreign debt problems in the 1980s, the Latin American 

economies have shown considerable improvement, but the economies are still vulnerable 

to external shocks and prone to turmoil. “Good” examples of this are the Mexican crisis 

in 1994-1995 and the devaluation of the Brazilian real in 1999, and their subsequent 

“tequila” and “caipirinha” effects that plagued the region. In addition, political risks still 

exist. Poverty and an unequal distribution of wealth are a fact of life, bureaucracy and 

corruption cause problems, and democratic systems need further improvements. Even 

guerillas are still a threat at least in Colombia. (Amerikan markkinat 1997, 12; Calvert 

1999, 14). To avoid risks inherent in direct investments, Finnish firms may have wanted 

to limit their operations in Latin America to exports from subsidiaries located close to the 

target markets, but in more stable environments.

For many Finnish managers cultural and mentality differences are the main obstacles for 

doing business in Latin America (Kuparinen & Blesa Aledo 1996, 39-40). The Latin 

American cultures and languages are not very well known in Finland, which is a major 

handicap for doing business in Latin America, where personal relationships are often 

very decisive (e.g. Vihersaari 1999, 55; Pöysä 2000b). Cultural differences offer another
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explanation why Finnish firms have disregarded the Latin American markets or have 

delegated the responsibility of the operations in the region to their foreign subsidiaries.

In order to access the Latin American markets and especially to overcome the problem 

with cultural differences, it has often been suggested that Finnish firms could cooperate 

with Spanish companies (Olli 1997, 1; Palo 1999, 1; Pöysä 1999; Wilska 1999, 6). 

Although geographically far from Latin America, Spain and Spanish firms have a natural 

advantage in operating in Latin America because of historical, cultural and linguistic ties 

with the region. Spain has also become a major investor in Latin America as many 

Spanish companies have looked for growth through internationalization on the other side 
of the Atlantic (ECLAC 2000b, 139-140).

This study grasps the opportunity to investigate the suggested alternative, but takes a 

more comprehensive approach than just inter-firm cooperation. The possibilities to take 

advantage of the Spanish - Latin American connections will be examined in a wider 

perspective, because cooperation is only one of the various foreign market operation 

modes (e.g. Luostarinen & Welch 1990). To this end, the concept of gateway will be 

utilized. After studying South-Africa as a gateway to other African markets Nieminen 
(1996, 87) states:

“Finally, even though the gateway concept is relatively new, it seems to become a useful tool 

when penetrating new emerging markets. Many new markets in Asia, Africa and South America 

are opening up to foreign investment, but often economic and political instability prevent 

foreigners from entering into the market. A more developed country in the vicity could be used as 

a gateway towards these target markets. It could be interesting to study how a gateway approach 
can work in different parts of the world. ”

Furthermore, using Spain as a comprehensive platform for expansion into the Latin 

American markets has been suggested at least by Olli (1997, 45), the Finland Trade 

Center in Madrid (Finpro 1999, 2001), Roldán & Soriano (1999, 117) and the Foreign 
Trade Institution of Spain (Invest in Spain 2001b).
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1.2 Research gap

In general, research on gateways is still a new topic. The term itself lacks a clear and 

unambiguous definition, let alone a solid theory on gateways and their role in the 

internationalization of the firm. In Finland, research explicitly on gateways began only a 

few years ago with the collapse of the Soviet Union, when Finland’s strategic position 

between East and West grew in importance. Most of the studies have concentrated on the 

Finnish gateway, and only one study has been made on Finnish firms as gateway users 

(South Africa as a gateway to other African markets by Nieminen in 1996). International 

research on gateways is also very scarce.

In addition, since transportation and logistics issues have traditionally been considered 

the core of a gateway (Tulisalo & Vapaakallio 1994, 4; Kojo & Köngäs 1995, 10), 

research has concentrated on gateways located geographically close to the target markets. 

The importance of cultural and other connections between a gateway and the target 

markets has been recognized (e.g. Ulkoasiainministeriö 1993, 1994; Tulisalo & 

Vapaakallio 1994; Kivikari 1995; Santalainen 1995), but it has not been studied whether 

a gateway could be based on these connections rather than geography, and what 

implications it would have.

Spain has been repeatedly suggested as a possible gateway to Latin America for Finnish 

firms, but nobody has studied the subject, except Olli (1997). His study was a desk study 

with no empirical evidence, however, and did not include nor identify any Finnish firms 

actually using the Spanish gateway. Instead, Olli (1997) concentrated on describing the 

Spanish - Latin American economic ties and the business sectors, in which Spain has a 

strong presence in Latin America. Although useful for Finnish companies looking for 

possible cooperation partners for the Latin American markets, Olli’s (1997) study lacks a 

comprehensive vision of the gateway concept that would include all possible ways of 

using Spain in Latin American business operations.
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1.3 Research questions

The purpose of this study is to investigate the role of Spain and Spanish companies in 

Finnish firms Latin American operations. To reach that objective, an answer to the 
following questions will be searched:

- Why do Finnish firms use Spain as a gateway to Latin America?

- How do Finnish firms use Spain as a gateway to Latin America?

In order to answer to the first research question we need information about the 

environmental factors that make the Spanish gateway feasible and about the advantages 

individual firms have gained by using the gateway strategy, because both explain why 

firms use Spain as a gateway to Latin America. The second research question is simply

about the different ways to use Spain as a gateway to Latin America. In addition, this

study will also investigate how many Finnish companies have actually used Spain as a 

gateway to Latin America, and what have been the disadvantages of that strategy.

1.4 Definitions and limitations

In this study a gateway is defined as “a stable and developed location at close business 

distance to the target markets used by foreign companies either directly or indirectly to be 

able to operate in the target markets, to reduce the risks involved and to improve the 

efficiency of the operations . Business distance refers to the combination of physical, 

cultural and economic distance (Luostarinen 1979, 137-138). Using a gateway directly 

refers to an active use of a unit located in the gateway in the target market operations. An 

indirect gateway strategy is in question when the gateway is used in other ways, without 

an active involvement of a unit located in the gateway country in the target market 

operations. The gateway concept will be discussed in detail in Chapter 2.

Latin America comprises the 19 Spanish and Portuguese speaking countries of South, 

Central and North America, and the Caribbean: Argentina, Bolivia, Brazil, Chile,
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Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, Guatemala, 

Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela. In this 

study, they are also referred to as the target markets.

This study concentrates on studying Spain as a gateway to Latin America from the point 

of view of a firm. Aspects related to Spain as a gateway country and Latin America as a 

target market, although important, are out of the scope of this study, and will only be 

touched upon very briefly.

Only Finnish firms with a unit Spain were included in the empirical research. According 

to Olli (1997, 45), at least some German, French and Dutch companies have used Spain 

as a gateway to Latin America. It would have been useful to include foreign companies in 

the study as well, but time, financial and other resource constraints related to a Master’s 

Thesis limited the possibilities. Studying only those Finnish firms that have or have had a 

unit in Spain disregards some possible indirect gateway users. For example, there might 

be a number of Finnish firms that cooperate with Spanish companies in Latin America, 

but do not have a subsidiary in Spain. These firms would be classified as indirect users of 

the Spanish gateway, but were not included in this study. However, operating a unit in 

Spain does not limit all indirect gateway users out of the study. The classification of the 

firms into direct and indirect gateway users is based on the role of the Spanish unit.

1.5 Structure and approach

This paper is composed of five chapters. After this introductory chapter, 

internationalization theories and the existing research on gateways will be reviewed in 

order to build a theoretical framework for the study. Chapter 3 presents the multiple 

research methodology used in the empirical part, the results of which are described and 

analyzed in Chapter 4. The conclusions of the study are presented in Chapter 5. Before 

starting the literature review, the next and final section of this chapter shortly describes 

some of the main characteristics of the Spanish and Latin American economies and their 

interconnections.
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1.6 Latin American and Spanish economies

This study does not intend to be a description about Spain and Latin America. Still, it is 

useful to review briefly the main characteristics of the Spanish and Latin American 

economies before we start investigating why and how Finnish firms use Spain as a 

gateway to Latin America. The focus is especially on the aspects that help us understand 

why some companies might prefer operating in Latin America from a distance, and why 

Spain might be a good location for carrying out those operations.

1.6.1 Latin America

The Latin American economies were protected by import substitution policies for 

decades, but in the mid-1980s things started to change. Democratic governments returned 

to power and organized strict austerity measures, structural reforms and macroeconomic 

stabilization programs to resolve the debt crisis left by the corrupt military dictators. The 

democratization process, opening up of the economies to international trade and foreign 

investments as well as economic integration have been the main forces shaping the region 
to face a new, brighter future. (Calvert 1999, 11)

Integration into the world economy was the most important response of the Latin 

American governments to control the macroeconomic imbalances generated by the 

external debt crisis of the 1980s. Average tariff levels in the region fell from 45 % in the 

mid-1980s to around 12 % in 1999 (ECLAC 2000c, 3). In addition, throughout the 1990s, 

the Latin American countries associated their unilateral trade liberalization measures with 

an active participation in multilateral negotiations in the framework of GATT/WTO and 

with the establishment of bilateral, multilateral and interregional free-trade agreements 

(ECLAC 2000c, 7). Along with the liberalization of the markets, state enterprises were 

privatized throughout the region. Many countries also engaged in persistent efforts to 

improve their export performance, increasing export volumes and diversifying export 
structures. (ECLAC 2000c, 11-15).
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The turnaround in the economic policies led to rapid growth of both imports and exports, 

as evidenced in Figure 1. In the 1990s, the region had one of the highest growth rates of 

trade in goods, only exceeded by China and the six most dynamic countries of Asia 

(ECLAC 2000c, 10-11).

Figure 1. Growth in value of world trade in goods 1990-1998

Source: ECLAC (2000c, 11)

Stabilization programs with harsh fiscal and monetary austerity measures and tax and 

pension fund reforms were also successful in controlling the macroeconomic imbalances 

and reactivating the economies. Fiscal deficits shrank and the median inflation rate fell 

from 876,6 % in 1993 to 9,5 % in 1999 (ECLAC 2000e, 88). By the end of the 1990s, 

servicing the external debt had already become a lighter burden (Hojman 1999, 3).

Democratization, economic integration, general improvement of the economic situation 

and privatization of former State assets have attracted increasing amounts of foreign 

companies to get a share of the rapidly growing Latin American markets of almost 500 

million people. As can be seen in Figure 2, the growth of foreign direct investments was 

very significant in the 1990s, with an increase from US$ 11 billion in 1991 to US$ 77 

billion in 1999 (ECLAC 2000e, 99). While the inward FDI stock made up 6,4 % of the 

Latin American GDP in 1980, by 1997 it reached 17,2 % (Wilska 2000c, 15).
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Figure 2. Net foreign direct investment in Latin America*
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Source: ECLAC (2000e, 99)

Despite the positive trends and indisputable improvements, Latin America is not without 

risks. The rapid modernization of trade policies has not yet brought about a substantive 

change in the region’s export structure, and most of the economies still rely on a very 

limited number of products and markets for their export earnings. The exports are made 

up chiefly of commodities, and a drop in the world market prices is rapidly reflected in 

the balance of payments. In addition, the Latin American countries are highly dependent 

on foreign capital inflows and thus exposed to volatility in international financial 

markets, beyond the control of the governments. (ECLAC 1999, 12)

Swings in the international capital flows combined with chronic current account deficits 

and the still existing external debt burden cause periodic crisis (Wilska 2000c, 2-3). In the 

1990s, Latin America was shaken by two financial crises, which resulted in the roller

coaster-like growth illustrated in Figure 3. The first was the Mexican crisis in 1994-1995 

and its aftermath known as the “tequila-effect”, while the second broke out in Asia in 

mid-1997 and subsequently spread to Russia and Latin America. (ECLAC 2000c, 19)
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Figure 3. GDP growth in Latin America*
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“Preliminary estimate

Source: ECLAC (2000e, 85; 2000d, 11)

Political uncertainty is another risk factor in Latin America. Democracy seems to persist, 

but drugs trade, corruption, election frauds and even guerillas pose a threat to the 

incipient democratic systems. In addition, wealth continues to be unevenly distributed, 

indigenous groups being especially disadvantaged. (Amerikan markkinat 1997, 12; 

Calvert 1999, 14)

In conclusion, the general prospects for Latin America are positive. However, the 

potentially high gains are coupled with risks. In should also be borne in mind that, 

although analyzed here as a group, the Latin American economies exhibit a high degree 

of heterogeneity in relation to their sizes, structures and stages of development and in 

terms of the solidity of the economic, political and social institutions (ECLAC 2000c, 1).
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1.6.2 Spain

A crossroads of ancient civilizations (Celts, Romans, Goths, Arabs, Jews), Spain has 

traditionally been open to all sorts of influences. Today, Spain is a highly developed 

parliamentary democracy with a population of 40 million people. It is a member of the 

European Union and one of the 12 countries, which have adopted the euro as their single 

currency.

Since joining the European Union in 1986, the Spanish economy has undergone an 

important process of modernization. The Spanish markets have been liberalized and 

adapted to the requirements of the new competitive situation. Structural reforms have 

been carried out in all areas of the economy, most notably in telecommunications, energy, 

transport, services, financial markets, and the labor market. Broad privatization programs 

have left only the mining sector and certain defense companies within the government’s 

sphere. (Finpro 2001; Invest in Spain 2001a)

The fifth biggest economy of the European Union is now in a good shape. Inflation and 

interest rates are at all time lows, and the GDP growth rate has maintained above the EU 

average already for a decade. The Government has also managed to reach budgetary 

balance by restraining public expenditures, and public deficit is expected to be at zero by 

2001. (Invest in Spain 2001a) Although showing a steady downward trend, 

unemployment of above 15 % is still the biggest problem of the Spanish economy (Pöysä 

2000a).

In 1999, the total GDP of Spain was US$ 599,9 billion (Finland US$ 129,7 billion) and 

GDP per capita US$ 15 220 (Finland US$ 25 104) (OECD 2000). The structure of the 

Spanish economy is that of an industrialized country, with the services sector being the 

main contributor to GDP followed by industry. Together they represent almost 90 % of 

the Spanish GDP. The main industrial sectors of the Spanish economy include the 

automotive industry, the chemicals industry, telecommunications and information 
technology, electronics, and the food industry. (Invest in Spain 2001a)
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The integration into the European Union in 1986 triggered the Spanish economy into a 

fast process of internationalization. Exports and imports as well as inward and outward 

foreign investments have been rapidly growing as the country opened up to international 

trade. (Invest in Spain 2001b) The main trading partners of Spain are the EU countries, 

representing 72,3 % of total exports and 67,7 % of total imports in 1999 (Ministerio de 

Economía 2000, 48). Nevertheless, the Spanish companies have increasingly turned to 

Latin America since 1994, as Figure 4 clearly shows.

Figure 4. Destinations of Spanish foreign direct investment

Source: ECLAC (2000b, 141)

Faced with saturated and highly competitive EU markets, the internationalizing Spanish 

firms have searched new markets in Latin America to consolidate international 

competitiveness. The rapid growth rates and the availability of acquisition targets as a 

result of large privatization programs in Latin America have further increased the 

attractiveness of the region, (e.g. Pampillón & Fernández 1999, 58; ECLAC 2000b, 139- 

140; Pöysä 2000b) The strategic choice of Spanish companies to expand in Latin 

America and the resulting growth of the Spanish involvement in the region has been so 

intense that is has also been denominated “reconquista”, or re-conquer of the old colonies 

(ECLAC 2000b, 177).
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The vast majority of the investments have been made by a handful of companies in 

transportation, banking, energy (electricity, gas and oil) and telecommunications sectors. 

The petroleum giant Repsol, for example, has invested over US$ 19 000 million in Latin 

America. One of the world s biggest teleoperators, Telefonica, which already accounts 

with 49 million customers in Latin America, has invested over US$ 10 000 million in the 

region and is planning to invest an additional US$ 20 000 million in the forthcoming 

years. Spain’s biggest banks BSCH and BBVA have together invested more than US$ 10 

billion in Latin America, and the electricity companies Endesa and Iberdrola over US$ 8 
billion and US$ 2 billion respectively. (ECLAC 2000a)

Spanish companies in the construction, chemistry, tourism, food and retail businesses 

have also established presence on the other side of the Atlantic (Velarde 1999, 57). 

According to Olli (1997, 2), practically all sectors of the Spanish economy are inclined 

towards Latin America when searching for growth through internationalization. In fact, 
Spain has become the leading EU investor in Latin America, and, after USA, number two 

at world scale (Calderón 1999, 98; Ruesga & Bichara 1999, 190). Altogether, Latin 

America represents two thirds of the stock of Spanish foreign direct investments (Roldán 
& Soriano 1999, 117).

The activity is not limited to cross-border acquisitions or to big conglomerates only. 

Exports by the Spanish small and medium sized enterprises are also on the increase, as all 

the action in the banking, energy and telecommunications sectors is attracting more and 

more Spanish involvement in Latin America (Lazaroff 1998, 3). Already hundreds of 

Spanish SMEs export to Latin America, many of them supplying the bigger players (Olli 

1997, 2). Figure 5 illustrates the growth of the Spanish exports to Latin America. In 1999, 

the Latin American countries represented 6,2 % of the Spanish exports and 3,9 % of the 
imports (Ministerio de Economía 2000, 48).
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Figure 5. Latin America’s share of Spanish exports
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Besides the business potential and other economic reasons, many Spanish managers 

stress the importance of cultural, linguistic and historical ties in the huge investments. 

Cultural similarities make Latin America a “natural” market for Spanish firms, facilitate 

the operations and give them an advantage over other countries, (e.g. Miranda 1999, 117; 

Perea 1999, 103) Marin (1999, 11) argues that these ties are based on similar ideological 

and social values, which include a similar vision of justice, human rights and legal 

system. Furthermore, the Spaniards and Latin Americans share the same language and 

similar visions of the human being and his institutions. In addition, there are human links, 

immigrations to both directions, which have produced family and cultural links between 

Spain and Latin America. (Ibid.)

Also at the political level Spain has been active in promoting the ties between the 

European Union and Latin America. On the initiative of the Spanish prime minister, the 

leaders of the EU, Latin America and the Caribbean held a meeting in 1999 to promote 

bilateral trade and to negotiate on a free trade agreement between the regions (Ruiz- 

Giménez 1999, 73). In addition, many Spanish and Latin American cities, towns, 

provinces, chambers of commerce, and other societies have signed cooperation 

agreements, which often result in business deals among “amigos” (Olli 1997, 44).

/

1995 1996 1997 1998 1999
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The cultural and political ties promote the economic ties even further, and it is more and 

more frequent that Spanish companies are acquired by European companies with the 

primary objective to have a base from which to enter in a natural way into the Latin 

American markets (Roldán & Soriano 1999, 109). According to Olli (1997, 45), among 

the 100 biggest Spanish companies exporting to Latin America 30 were foreign owned 

subsidiaries. Even investment operations in Latin America have been carried out by the 

Spanish subsidiaries of at least French, Dutch and German companies (Olli 1997, 45; 
Plaza 1999, 136).

Although active cultural, political and business relations between Spain and Latin 

America seem to exist, it must be remembered that geographically Spain is a part of 

Europe, separated from Latin America by the Atlantic Ocean. Conducting business 

operations between the regions easily results in high transport and travelling costs. In 

fact, geographical, cultural and economic distance must all be assessed when planning 

international operations. Together they form what Luostarinen (1979, 137) calls business 

distance, which affects the target market determination. The business distance concept 
will be discussed in more detail in the next chapter.
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2. THEORETICAL ANALYSIS

This study investigates a phenomenon related to the internationalization of the firm. Why 

and how companies internationalize has been a widely studied area for decades, and 

many authors have developed theories on the subject. Research especially on gateways is 

a rather new study topic. The number of gateway studies is on the increase, but we still 

lack a solid theory on the subject. Therefore, the building of an understanding of the role 

of gateways in international business will start with the analysis of internationalization 

theories. After that, the existing research on gateways will be reviewed. These two blocks 

of research will then be combined in order to develop a theoretical framework for 

studying Spain as a gateway to Latin America.

2.1 Internationalization theories

The existing body of literature on internationalization is vast and categorization of the 

different theories is a demanding task. However, we can distinguish at least two major 

schools of thought: 1) MNC theories and 2) theories of internationalization as a gradual 

learning process.

Characteristic of the MNC theories is that they deal with large companies from big 

countries and consider foreign direct investment as a primary mode of international 

operations. Important works in the MNC group include, for example: Hymer’s (1960) 

theory on monopolistic advantage, Vernon’s (1966) product cycle theory, the transaction 

cost theory of Williamson (1975), the internalization concept developed by Buckley & 

Casson (1979), the heterarchical model of Hedlund & Kverneland (1985), Porter’s (1986) 

model of competitive advantage, and the eclectic theory of Dunning (1988). These 

pioneering works have offered a basis for many other authors who have developed the 

ideas further.

Another line of thought considers internationalization as a gradual learning process, 

conflicting with the idea of immediate foreign direct investment emerging in the MNC
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approach. This group of theories is also known as the Nordic school of thought, because 

the research has been carried out to a great extent by Scandinavian researchers. The 

cornerstones of this school are the stages-model of Luostarinen (1975, 1979, 1994) and 

the Uppsala-model developed by Johanson & Wiedersheim-Paul (1975) and Johanson & 

Vahlne (1977). Both models share the same view that companies internationalize 

gradually along consecutive stages of increasing commitment. For Luostarinen (1979) it 

is a result of decreasing lateral rigidity, for Johanson & Wiedersheim-Paul (1975) a 

consequence of the development of activity knowledge and organizational structure of 
the firm.

The theories of internationalization as a step-by-step process are considered more 

relevant for the purposes of this study, because entering new markets through a gateway 

as such is a gradual process. Moreover, the internationalization models of the Nordic 

school were developed on the basis of companies from small and open economies, 

whereas the MNC theories are based on research on large companies from big countries.

Of the two similar type of Nordic models, Luostarinen’s (1975, 1979, 1994) stages- 

pattern is seen as more suitable for studying Spain as a gateway for Finnish firms, 

because the model was developed based on a population of over thousand export-oriented 

Finnish companies. Johanson & Wiedersheim-Paul (1975) studied only a sample of four 

Swedish companies. Moreover, whereas Johanson & Wiedersheim-Paul (1975) depict the 

internationalization process at an individual country level, the Finnish model has a more 

holistic view. According to Luostarinen & Welch (1990, 262-264) the

internationalization pattern of the firm is a sum of penetration patterns in individual 

countries. That is, the internationalization posture of a firm in a given market is 

determined not only by the target country in question, but also by experience and 

knowledge gained earlier in other foreign markets (Ibid.).

The validity of the stages-approach in the modern globalized world has been challenged 

by various authors (e.g. Hedlund & Kverneland 1985; Turnbull 1987; Nordström 1991). 

Turnbull (1987), for example, points out that since the business environment has become
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increasingly dynamic during the past decades, the stages-pattern is no longer valid. Also 

the emergence of the so-called born global companies (e.g. Junkkari 2000), who face 

pressures of instant globalization, challenges the relevance of the theory of 

internationalization as a step-by-step process. Even Luostarinen (1991, 269) himself 

acknowledges that the stages-pattern seems to be too slow and rigid for some new cases, 

although it explains well the firm level internationalization of traditional manufacturing 

companies. The gateway idea is, however, based on the theory of internationalization as a 

gradual process. Therefore, the stages-model is considered suitable for the purposes of 

this study.

2.2 Stages-model of internationalization

2.2.1 Explanatory factors

The key explanatory concept in Luostarinen’s (1975, 1979, 1994) stages-model of 

internationalization is called lateral rigidity. The internationalization process is a result of 

a series of incremental operative, administrative and strategic decisions. However, 

according to Luostarinen (1979, 48), the decisions are affected by lateral rigidity, which 

refers to inelasticity in the decision-making process. Decision-makers are usually willing 

to repeat what they have implemented successfully in the past and very hesitant to try 

new, unknown alternatives. In other words, they are elastic forwardly, willing to do the 

same they have done before, but rigid laterally to change their behavior and take steps to 

new directions. (Luostarinen 1994, 23) That is, the higher the degree of lateral rigidity, 

the more passive the strategic decision making behavior of a company, the less prone it is 

to make changes in its behavioral patterns, and the higher the preference for maintaining 

current activities unchanged. (Luostarinen 1979, 48) Lateral rigidity is only gradually 

decreased through organizational learning, resulting in a step-wise internationalization 

(Luostarinen 1979, 197)

As illustrated in Figure 6, laterally rigid decision-making is caused by limited perception, 

restrictive reaction, selective search and confined choice (Luostarinen 1979, 45).
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Figure 6. Lateral rigidity in decision-making
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In the internationalization context lateral rigidity translates into limited perception of 

international business impulses, restrictive reaction to these impulses, selective search of 

international business alternatives and a confined choice between them. The probability 

that a firm is exposed to foreign business impulses is smaller than being exposed to 

domestic signals. The search for foreign business opportunities is also usually less active 

and biased towards the domestic alternatives. A firm might not even perceive or 

recognize foreign business signals. Even if it did, it may not be able or willing to respond 

to the signals, because mental and resource commitments to the domestic market often 

restrict the reactions. In addition, uncertainty and risk felt towards foreign markets and 

international operations usually favor domestic alternatives. (Luostarinen 1979, 51-57)

There are naturally differences between companies from different countries. The more 

favorably a firm’s home country is located in relation to the major international business 

areas, the greater the chances of being exposed to foreign impulses, for example. 

(Luostarinen 1979, 51) It can be argued that Spanish firms are in a more favorable 

position to receive information and respond to stimuli about doing business in Latin
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America than their Finnish counterparts. The close linguistic, cultural, historical and 

business connections between Spain and Latin America decrease the risk and uncertainty 

felt by the Spanish firms, for whom Latin America is like an extension of the domestic 

market. As described in the previous chapter, Spanish companies have indeed been very 

active in Latin America. Using the Spanish gateway is based on the idea to take 

advantage of Spain’s special position between Europe and Latin America. In order to 

facilitate operations in Latin America a Finnish firm could operate from a Spanish 

subsidiary or in cooperation with a Spanish company, for example.

Looking from a slightly different perspective, Luostarinen & Welch (1990, 266-269) 

offer another set of factors explaining why companies internationalize and why it is often 

a gradual process. While recognizing that situational factors, like economic policies of 

both home and host countries, and industry level influences, can be considerable, 

Luostarinen & Welch (1990, 266-269) identify six main explanatory factors: 1) resources 

availability, 2) knowledge development, 3) communication networks, 4) risk and 

uncertainty, 5) control, and 6) commitment.

The ability to undertake any form of international operations is clearly limited by the 

means accessible to the firm to carry it out. This constraint is not static, however, and 

increased resources provide a basis for expanding the international operations over time. 

In addition to financial resources, firms also need knowledge about doing international 

business to be able to carry out different activities. This knowledge can not be readily 

acquired, but must be developed through actual experience in foreign markets. 

(Luostarinen & Welch 1990, 266-267)

Personal contact and social interaction also play an important part in the development of 

international markets. Physical and cultural distance barriers may constrain the 

development of operations at the outset, but with wider experience, contacts and cultural 

exposure, there is potential for deeper commitments. Therefore, firms are attracted to 

foreign operations first in culturally familiar and closer locations, which allow to reduce
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the uncertainty exposure and to experiment without high risks. (Luostarinen & Welch 
1990, 267-268)

Given the limited foreign market knowledge, many companies utilize intermediaries at 

the beginning of foreign market penetration. However, as experience increases, there is a 

tendency to increase control of the activities. Increased involvement in the foreign 

activities necessarily leads to committing more resources to the process, creating a strong 

forward momentum and deeper involvement along the same line of actions. (Luostarinen 
& Welch 1990, 268-269)

Operating in Spain is a good learning opportunity for a Finnish firm and can provide 

valuable information and experience before entering the more distant Latin American 

markets. Spain is a EU and euro country, but culturally close to the Latin American 

countries, offering an easy way to get a feeling of the Latin culture in a relatively safe and 

familiar European setting. In addition, the active business links between Spain and Latin 

America offer a possibility to make important contacts, which can also facilitate 
expansion to Latin America.

2.2.2 POM-posture of internationalization

Lateral rigidity in decision making limits the choices a company is able to make about 

international business operations, especially in the beginning phase of the 

internationalization process. However, the inelasticity decreases gradually through 

organizational learning and increase in knowledge, and as lateral rigidity decreases, new 

strategic alternatives become viable. (Luostarinen 1994, 23) The result is a sequential and 

orderly step-by-step process whereby a firm becomes increasingly involved and 

committed to international business (Luostarinen 1994, 1).

In a vast empirical investigation Luostarinen (1979) found that this gradual nature of 

internationalization applies for product, operation and market strategies, allowing him to 

develop the POM-posture (Product, Operation, Market) concept. It is the core of his
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stages-model and a very useful tool for studying the dynamics of the internationalization 

process. In the following, each of the three components of the POM-posture and their 

determinants are analyzed in more detail. Understanding the operation and market 

strategies and the factors affecting them is especially important for the purposes of this 

study, because they help us understand how and where companies conduct international 

activities.

Product strategy

As to the product strategy, firms typically start their foreign market expansion by selling 

physical goods and then advance to services, systems and finally to know-how 

Luostarinen (1979, 174). The domestic sales of manufacturing firms are mostly 

concentrated on physical goods, which are thus naturally the first items to be sold abroad. 

The possibilities to sell services, systems or know-how are limited in small domestic 

markets like Finland. If they have not been considered marketable items at the home 

markets, the likelihood of selling them abroad is even smaller. Companies might not even 

recognize such business impulses. The risks and uncertainties related to items not sold in 

the domestic markets are also greater than for known items. Only as a result of 

organizational learning and decreased lateral rigidity during international operations do 

companies eventually include other items than physical goods as sales objects. 

(Luostarinen 1979, 96-102)

Operation strategy

Luostarinen’s (1979, 174) findings indicate that the foreign operations of a firm advance 

gradually towards more committing modes, typically in the order of NIMOs (non

investment marketing operations, e.g. exporting), DIMOs (direct-investment marketing 

operations, e.g. a sales unit), NIPOs (non-investment production operations, e.g. 

licensing), and DIPOs (direct-investment production operations, e.g. a manufacturing 

unit). In addition to describing the mainstream pattern of operation mode development, 

Luostarinen (1975) has also analyzed the factors that affect the decisions on international
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operations. He states that the factors can be divided into five groups: 1) target country 

related, 2) home country related, 3) home and target country relationship related, 4) firm 

related, and 5) decision-making process related factors (Luostarinen 1975, 23, 51-52).

The three first categories include external factors over which the company has no 

influence. They are interrelated on many points and together form a macro-environment 

for the decision-making, as illustrated in Figure 7. Firm related factors affect the 

company as a whole and build a micro-environment, while factors that are directly related 

to the decision-making process form a milli-micro-environment for the decision-situation. 
(Luostarinen 1975, 25)

Figure 7. Environmental factors in foreign operation decision-making
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Source: Luostarinen (1975, 25)

The groups are not strictly separate. Instead, the factors are interrelated and interact both 

at the same environment and across environments. (Luostarinen 1975, 25)

The origin of a company influences the nature of its foreign operations in many ways. In 

Luostarinen’s (1975, 44-51) classification the home country related factors include size 

of the home country markets, market form, production circumstances, distribution 

characteristics, and policy towards foreign operations. Similarly, the target country of the 

international operation affects the choice of the operation mode. The target country 

related factors include the size of the target country markets, market form, production and
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distribution circumstances, and operational climate (Luostarinen 1975, 26-43). There are 

also other home and target country factors that can not be included individually in the 

above two groups, because they arise from their mutual relationship. These factors 

include the distance between the home and target country, relation to political power 

blocks, and relation to economic integration. (Luostarinen 1975, 52)

The firm related factors affecting the choice of foreign operation modes can be divided 

into five main headings: structure related factors, character related factors, product 

related factors, planning related factors, and foreign operation related factors. Structure 

related factors are further divided into size of the firm, economies of scale, and degree of 

capacity utilization. Character related factors are in turn divided into line of industry, age 

of the firm, and research intensity of the firm. Product related factors are comprised of 

customer structure characteristics of the product, product use characteristics, cost bearing 

characteristics, adaptation need of the product, product’s sensitivity to business 

fluctuations, suitability to the current product line, patentability of the product, and age of 

the product. Planning related factors consist of the mission of the firm, total objectives of 

the firm, and total strategy of the firm. Foreign operation related factors are foreign 

operation policy, scale of foreign operations of the firm, length of time involved in 

foreign operations, and role of foreign operations. (Luostarinen 1975, 72-101)

According to Luostarinen (1975, 101), it is the decision making process related factors 

that ultimately determine the operation selection. After all, the decisions are made by 

human beings. These factors can be divided into three main categories: rise of decision- 

situation related factors, searching process related factors, and decision-making related 

factors. The first category includes impulse related factors and previous knowledge of 

markets. The second category consists of intensity of the searching process and reliability 

of information. The third group is comprised of attitudes of the decision-makers, level 

and number of decision-makers, and decision-making criteria. (Luostarinen 1975, 101- 

116)

24



Market strategy

Knowledge is a central factor in all decision-making. In the target area determination, the 

amount of knowledge is greatly affected by the distance between the home and the target 

country. In general, longer distance between the countries means greater differences, 

which in turn implies that the firm has less knowledge of the target country. And the less 

the knowledge, the greater the uncertainty felt by the decision-maker. Correspondingly, 

the probability of entering that market will be lower. This is the basic hypothesis of 

Luostarinen’s (1979, 137) business distance concept, which he defines as a combination 

of three dimensions: physical distance, cultural distance and economic distance.

Physical distance refers to the geographical distance between the home and target 

country. It affects the target market choice by acting as a hindrance to business impulses, 

general and operation-specific information, communication and experience. This 
hindrance is especially strong on material and human flows, due to longer times and 

higher costs of transportation and travelling. Physical distance is a constant distance, but 

its importance as a time and cost constraint affecting the market determination has been 

declining. The reason is the relative “shrinkage” of the world due to developments in 

communication and transportation techniques. (Luostarinen 1979, 128-135)

Cultural distance refers to the differences in cultural environments of the two countries. It 

is the sum of factors creating a need for knowledge on the one hand, and barriers to the 

knowledge and other flows between the home and the target country on the other. It is 

composed of language, educational level, habits, customs and traditions as well as the 

political-legal environment. Differences in these elements can cause friction and act as a 

barrier to international business impulse flows. (Luostarinen 1979, 131-132)

Economic distance is the result of differences in economic environments between the 

home and target country. These differences can have both positive and negative impacts 

on international business; they either induce or restrict operations between the countries. 

The distance can be measured by using variables such as size and growth of GDP in total
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and per capita, and size of population. The greater the economic distance in favor of the 

target country, the greater is the likelihood of entering that market. (Luostarinen 1979, 

136-137)

Business distance contributes to lateral rigidity in the decision-making. According to 

Luostarinen’s (1979, 151) findings, companies first enter markets that are geographically, 

culturally and economically close to the home country, i.e., at short business distances, 

and then gradually advance to markets at longer distances. Business distance also 

explains why Finnish companies have not been involved in the developing countries like 

Latin America. Due to transportation, travelling and communication costs, companies 

prefer entering closer markets, than the physically far away Latin American countries, for 

example. For the lack of a colonial past, the developing markets are also perceived 

culturally distant and thus more uncertain and risky in Finland than in countries with 

historical connections (like Spain). (Luostarinen 1994, 41)

Again, it can be argued that operating from Spain or in cooperation with Spanish 

companies could help Finnish firms in their Latin American operations, because Spain is 

located at close business distance to Latin America. Considering the tight cultural and 

business ties with Latin America, Spain’s biggest disadvantage would seem to be the 

geographical distance, which is considerable, even though shorter than between Finland 

and Latin America.

2.2.3 Entry, penetration and escalation strategies

Basing on the ideas of internationalization as a gradual learning process, Luostarinen 

(1998) has also developed the concept of entry, penetration and escalation strategies. It is 

very intriguing to review this concept, because it beholds the idea of entering foreign 

markets through another area, although not explicitly mentioning the term gateway.

According to Luostarinen (1998), a company planning its internationalization in the long 

run can use operations strategically as entry, penetration and escalation strategies. Entry
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strategy refers to the initial involvement in a chosen target area. Within penetration stage, 

product and operation strategy must be developed in order to penetrate the target markets 

more efficiently. With escalation strategies the company invades the markets of third 

countries, for example by using the previous target country as a stepping stone or as a 

regional headquarters. (Luostarinen 1998) The whole entry, penetration and escalation 

process is graphically illustrated in Figure 8.

Figure 8. Entry, penetration and escalation strategies
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Source: Luostarinen (1998)

By arranging information gathering and reporting about experiences in a base country, a 

company can build an effective data bank and a learning system that is likely to facilitate 

its future foreign actions in third countries. Time and other resources needed to evaluate 

possible new target markets will be reduced as the company can take advantage of its 

previous experiences. As the company gains knowledge and experience from the base 

market, the amount of risk and uncertainty felt towards new markets diminishes, and the
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willingness to escalate into other foreign countries grows. At the same time, the firm can 

diminish the risks of market concentration through geographical diversification. This 

phenomenon can strongly affect and be a reason behind the distribution and concentration 

of a company’s foreign operations to certain countries and geographical areas. 

(Luostarinen 1998)

One can easily apply this idea into the context of this paper. By first entering and 

penetrating Spain, a Finnish firm can gather experiences and information about doing 

business in Latin cultures, but in a country that is at a relatively close business distance to 

Finland. After all, Spain is a EU and euro country and geographically much closer to 

Finland than are the Latin American countries. The acquired knowledge and established 

business contacts can then decrease the risk and uncertainty felt towards the Latin 

American countries, and thus increase the ability and willingness of the company to 

expand into the transatlantic markets.

The focus of this study is on the escalation strategies Finnish firms have used from Spain 

to Latin America, their motives and methods as well as the related advantages and 

disadvantages. Nonetheless, it is also useful to get an idea of the entry and penetration 

strategies used in Spain in order to understand the longitudinal developments that led to 

the use of the Spanish gateway as an escalation point. It is worthwhile to note that, 

although Luostarinen’s (1998) model seems to imply operations in the third country 

markets from a subsidiary unit located in the previous target country, other escalation 

strategies are possible as well. For example, a Finnish firm that penetrates the Spanish 

market might establish contacts with a Spanish company, which is also active in Latin 

America, and start a totally separate project with the Spaniards in Latin America. This 

and other ways to use gateways along with the whole gateway concept will be reviewed 

in the next section.
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2.3 Gateway research

The gateway concept is a relatively new topic in international business research. The term 

gateway has appeared in many articles, but internationally available studies made 

explicitly about gateways are scarce. In fact, the term itself has not gained an accepted 

definition and a solid theory about the role of gateways in international business has not 

been developed yet. Gateways have often been related to transportation and logistics, 

where a gateway has referred to a favorable geographical location near the target market 

(Tulisalo & Vapaakallio 1994, 4; Kojo & Köngäs 1995, 10). More recently gateways 

have been defined as locations, whose infrastructure, services and know-how, as well as 

all kinds of connections between the gateway and the target markets are important along 

with a good geographical location (e.g. Ulkoasiainministeriö 1993, 1994; Tulisalo & 

Vapaakallio 1994; Kivikari 1995; Santalainen 1995).

The interest of the Finnish international business research community on gateways arose 

with the collapse of the Soviet Union and the communist regime in Central and Eastern 

Europe. Finland with its strategic location between East and West and historically good 

connections to both directions was realized to offer a good base for foreign companies 

operating in the former communist countries. Several studies on the Finnish gateway 

position have already been conducted (e.g. Ulkoasiainministeriö 1993, 1994; Kaista 

1995; Hyyryläinen 2000; Kautovaara 2000; Ratia 2000; Santalainen 2000; Sveshnikov et 

ai. 2000).

Other locations mentioned as gateways to their neighboring countries include, at least, 

Germany, Austria, Poland, Sweden, Denmark, Switzerland, the Baltic States and Norway 

as gateways to Central and Eastern Europe (Ulkoasiainministeriö 1994); Singapore, 

Osaka, Bangkok and Hawaii as gateways to Asian markets; Hong Kong as a gateway to 

China; Miami and Dallas as gateways to Latin America; the Benelux countries as 

gateways to Western Europe (Santalainen 1995, 7-17); Mexico as a gateway to North and 

South America (Wilska 1995); South Africa as a gateway to other African markets 

(Nieminen 1996); Spain as a gateway to Latin America (Olli 1997); and Panama as a
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gateway to Latin America (Costarangos 1997). However, no studies made about the 

foreign gateways were available in Finland or in international electronic databases 

accessible through the Internet. Therefore, the review on the existing gateway research 

will concentrate on the studies made in Finland.

2.3.1 Macro, micro and meso studies

The Finnish researchers have approached the topic from different perspectives. 

Categorizing the studies is, as always, a subjective task, but should enhance our 

understanding of the multifaceted gateway phenomenon. One way to classify the existing 

research is to divide the studies according to their unit of analysis into macro, micro and 

meso studies.

The studies made for the Ministry for Foreign Affairs of Finland (Ulkoasiainministeriö 

1993; Ulkoasiainministeriö 1994), as well as the studies of Kivikari (1992, 1995) and 

Santalainen (1995) could be classified as macro studies, because they concentrate on 

macroeconomic factors and developing Finland as a gateway country. In their Master’s 

Theses, Kaista (1995) and Nieminen (1996) took a more microeconomic perspective and 

studied several case companies using Finland as a gateway to Russia, and South Africa as 

a gateway other African markets, respectively.

The studies of Tulisalo & Vapaakallio (1994), Kojo & Köngäs (1995) as well as the five 

different studies (Hyyryläinen 2000; Kautovaara 2000; Ratia 2000; Santalainen 2000; 

Sveshnikov et al. 2000) and a summary report (Luostarinen 2000) produced by the CEE- 

project at the Helsinki School of Economics and Business Administration could be 

classified as meso studies, in between macro and micro studies. Their ultimate objective 

was the development of the Finnish gateway, but they approached the subject from a 

company perspective, studying the reasons and methods of individual companies for 

using Finland as a gateway. Olli’s (1997) study is difficult to classify, but could be 

regarded also as a meso study, because it deals with the Spanish - Latin American 

connections from a Finnish company perspective.
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To shed preliminary light on the research questions set for the study, the above 

mentioned studies and their main contributions are reviewed by analyzing 1) the 

definitions of the gateway concept and 2) the motives, 3) methods and 4) disadvantages 

of using a gateway in international business operations. Since the studies have a Finnish 

focus, many of the findings are specific to Finland. However, the intention is to separate 

the country specific factors from the aspects related to gateways in general.

2.3.2 A multifaceted term

Kivikari’s (1992) discussion paper, in which he brings up the idea of the Finnish- 

Estonian dual gateway, can be seen as the starting point for the animated gateway 

research in Finland. He does not explicitly define a gateway, but a stable and well- 

developed economic, institutional and technical infrastructure, geographical proximity to 

the target markets, target market knowledge, as well as good connections and networks to 

East and West form the basis of his gateway-model (Kivikari 1992, 11-12; Kivikari 1995, 

34-39). Kivikari (1995, 33) separates two types of gateways: 1) a natural nodal position 

in international transports and communications, with good connections and adequate 

logistics infrastructure, and 2) a location that offers well-developed infrastructure and 

high quality services, know-how etc.

Among the first ambitious gateway studies published in Finland were two reports made 

for the Ministry for Foreign Affairs. Both reports were made for politicians and 

functionaries in charge of developing the Finnish gateway position, and thus do not go 

deeper into the theory, concentrating on Finland as a gateway country. However, the 

reports do consider gateways consisting of more than just a favorable geographical 

location with good transportation connections.

The first report states that a gateway diminishes the encounter of two differing business 

cultures and reduces the risks faced by companies by functioning between two areas, 

which differ in cultural, political, legal and economical aspects. Similarly to Kivikari’s 

(1995) paper, the term gateway was defined in two ways: 1) being geographically
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situated at a crossing of international transportation routes with good access to connecting 

routes at low costs and a functional local infrastructure, and 2) taking advantage of the 

developed services, infrastructure or know-how of an area in order to facilitate the 

entering of another area which otherwise would be difficult to enter or where it would be 

difficult to perform business activities. (Ulkoasiainministeriö 1993, 1-2) The latter 

definition was also used by Kaista (1995, 22) and Nieminen (1996, 20).

The second report defines Finland’s gateway position as the totality of economic 

possibilities opening up to Finland consisting of three dimensions: 1) transportation 

center (a center of international transportation and distribution), 2) business center (a 

stepping stone and an operations base to both Eastern and Western markets), and 3) arctic 

center (a base for international cooperation projects). All three dimensions emphasize the 

importance of a favorable geographical location, good transport connections, functioning 

infrastructure, high quality services, know-how in the target markets, technical expertise 

and Western efficiency. (Ulkoasiainministeriö 1994).

In Santalainen’s (1995) view, using a gateway forms a part of the internationalization 

process of the firm where the time dimension has crucial importance. Firms typically 

need gateways in the early phase of an entry strategy, but the need diminishes as the firm 

establishes its position in the target market. However, a gateway consisting of a hub and 

spokes can offer sustainable value added even post entry stage. (Santalainen 1995, 3)

According to Santalainen (1995, 36-37), a gateway hub capable of attracting gateway 

users is composed of the following factors:

- Human resources (the availability, quantity, skills, work ethics and cost of personnel 

including management)

Physical resources (location, climate, time zone, geographic size of the country or 

region, as well as the abundance, quality, accessibility, and cost of land, real estate, 

office space and other physical resources)
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- Knowledge resources (the stock of market, technical and scientific knowledge 

bearing on goods and services, referring to the quantity and orientation of 

universities, government research institutes, private research facilities, consultants, 

governmental statistical agencies, literature, market reports, databases, and trade 

associations etc.)

- Capital resources (the amount and cost of capital available, and the stability and the 

degree of globalization of the capital markets)

Infrastructure (the type, quality and user cost of transportation, telecommunications, 

education, health care, cultural institutions etc.)

In addition, the existence of related and supporting industries and the role of government 

and its economic policy affect the attractiveness of a gateway (Santalainen 1995, 37).

A successful gateway can not be based only on the gateway hub, however, because the 

source of competitive advantage for a gateway is the existence of viable spokes 

(Santalainen 1995, 20). Spokes refer to links to as many directions as possible. These ties 

include, for example, links to domestic and international financiers, data banks, 

consultants, and research institutions, as well as connections to the target markets at 

cultural, business and political level. Culture is especially important. Countries with a 

similar cultural profile with the hub are the most potential target markets, and in this 

sense, linguistic similarity, as well as cultural and business traditions represent a real 

potential for a gateway. (Santalainen 1995, 20-22)

In their study on Finland and Estonia as a dual gateway to ex-Soviet Union, Tulisalo & 

Vapaakallio (1994) also broaden the gateway concept to include not only transportation 

aspects, but also the know-how and support services of the gateway location. In their 

definition, a gateway consists of two components: 1) physical infrastructure 

(geographical location, air/sea/rail/road transportation, telecommunications, connections 

to Western Europe, stable market economy services and infrastructure), and 2) 

intellectual and human resources (education level and language skills, contact networks, 

ethnic closeness and mentality similarities, similar traditions and work ethic, knowledge
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of target country societal system and culture, tradition of doing business in the target 

markets, historical connections). (Tulisalo & Vapaakallio 1994, 15-16)

Kojo & Köngäs (1995, 11) state that a gateway is based on the ability of the companies of 

a certain location to offer value adding services for foreign companies trying to enter new 

markets. The added value can be related to a geographical location, functioning 

infrastructure or know-how.

The most comprehensive gateway study on Finland was made by a research group at the 

Helsinki School of Economics and Business Administration working for the Ministry of 

Trade and Industry of Finland. The so-called CEE-project on Finland as a gateway to the 

transitory economies of Central and Eastern Europe was highly informative of the extent 

to which Finland is actually used as a gateway by foreign companies. The empirical 

surveys studied the aggregate populations of foreign companies operating in Finland and 

Finnish companies operating in Russia and Poland.

The purpose of the CEE-project was not to develop a theoretical model for studying 

gateways in general, nor to provide own definitions of the term. Instead, the individual 

studies used frameworks and definitions suitable for the specifics of the individual 

papers. The theoretical approaches of all the studies were naturally similar, the 

internationalization theories developed by Luostarinen (1975, 1979, 1994) lying at the 

core of the theoretical bases. Rather than analyzing the studies separately, it is interesting 

to look at the CEE-project and its theoretical vision of the gateway phenomenon as a 

whole.

The project was explicitly divided into direct and indirect gateway studies. Direct 

gateway referred to Finland as a regional headquarters country for the operations of 

foreign companies in the target markets, while indirect gateway referred to the supporting 

role of Finnish firms in the operations of foreign companies. (Luostarinen 2000, 2) The 

indirect gateway phenomenon was further divided into active and passive. Active indirect 

gateway referred to the case where a Finnish firm helps a foreign company operate in the
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target market by providing services. Passive indirect gateway referred to the situation 

where a Finnish company either purposefully or unintentionally acts as a gateway by 

having foreign components in its market offering in the target markets (Hyyryläinen 

2000, 166; Sveshnikov et al. 2000, 7).

The above analysis of the earlier studies shows that the term gateway is not understood 

only as a favorable geographical location, but as a location with various attractive 

aspects. It is a matter of taste whether the location is referred to as a business center, a 

hub, an operations base, a regional headquarters country, or simply as a gateway. Rather, 

it is the aspects that are included in the term that are important. Table 1 summarizes the 

various aspects that have been related to the gateway concept.

Table 1. Dimensions of the gateway concept

Aspect Source

Functioning infrastructure
Kivikari (1992, 1995), Ulkoasiainministeriö (1993,
1994), Tulisalo & Vapaakallio (1994), Kaista (1995),
Kojo & Köngäs (1995), Santalainen (1995), Nieminen 
(1996)

Favorable geographical location
Kivikari (1992, 1995), Ulkoasiainministeriö (1993,
1994), Tulisalo & Vapaakallio (1994), Kaista (1995),
Kojo & Köngäs (1995), Santalainen (1995)

Target market knowledge and know-how
Kivikari (1992, 1995), Ulkoasiainministeriö (1993,
1994), Tulisalo & Vapaakallio (1994), Kojo & Köngäs 
(1995), Nieminen (1996)

Good connections and networks in
target and other international markets

Kivikari (1992, 1995), Tulisalo & Vapaakallio (1994), 
Santalainen (1995)

Developed services
Kivikari (1992, 1995), Ulkoasiainministeriö (1993,
1994), Tulisalo & Vapaakallio (1994), Kaista (1995),
Kojo & Köngäs (1995), Santalainen (1995), Nieminen 
(1996)

Stable market economy and democracy Kivikari (1992, 1995), Tulisalo & Vapaakallio (1994)

Human and knowledge resources Tulisalo & Vapaakallio (1994), Ulkoasiainministeriö 
(1994), Santalainen (1995)

Cultural similarity and linguistic 
connections with target markets Tulisalo & Vapaakallio (1994), Santalainen (1995)

Historical ties with target markets Tulisalo & Vapaakallio (1994), Kivikari (1995)
Government and politics Kivikari (1995), Santalainen (1995)
Capital resources Santalainen (1995)
Related industries Santalainen (1995)
Companies of the gateway
location operating in target markets Hyyryläinen (2000), Sveshnikov et ai. (2000)
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The earlier researchers seem to emphasize the stability and the high development level of 

the gateway location on the one hand (infrastructure, services, democracy, human and 

capital resources, related industries), and good connections and closeness to the target 

markets at every possible level on the other (geographical closeness, target market 

knowledge and networks, cultural, linguistic, historical, political and business 

connections). In other words, the characteristics of the gateway location itself as well as 

the relationships between the gateway and the target markets are important. To put it 

more concise, we can state that a gateway refers to a stable and favorable location at 

close business distance to the target markets. It is worth noting that in the entry, 

penetration and escalation strategies -concept (Luostarinen 1998) a gateway would be the 

base market, from where escalation to the third country markets is carried out.

2.3.3 Motives for using a gateway

The authors writing about gateways have also analyzed the motivations of companies to 

use gateways. The macro level studies made for the Ministry for Foreign Affairs 

(Ulkoasiainministeriö 1993, 1994) are per definition not so concerned about the company 

perspective, concentrating on the development of Finland as a gateway country. 

However, judging by their definitions of the concept, they seem to imply that companies 

use gateways to reduce risks involved in operating in unstable or otherwise difficult 

markets.

Although focusing on the macroeconomic aspects, Kivikari (1992, 1995) and Santalainen 

(1995) briefly take into account the perspective of the gateway customer as well. Kivikari 

(1992) states that gateways have traditionally been used to decrease transaction costs of 

doing business between markets that differ culturally, politically, legally and 

economically (Kivikari 1992, 11). In addition, Kivikari (1992, 15) notes that the Finnish- 

Estonian dual gateway should be seen as a way to reach distant markets in a safe and 

economic manner. In a later paper, Kivikari (1995, 33-34) further states that gateways 

serve to reduce or avoid various functional obstacles and to cross the boundaries between
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different market areas, which leads to shortening business distance, easier operations and 

decreased risks.

For Santalainen (1995) using a gateway is opposed to direct investments in the target 

market. An evaluation of the pull and push factors affecting foreign direct investment is 

needed, where the push factors, such as target market economic instability, crime, lack of 

or poor infrastructure, or premature market potential make companies apply for a 

gateway strategy in entering new markets (Santalainen 1995, 4-5). He notes that an 

important potential value of gateways is to help gateway customers in managing the risk. 

Later on a wide range of services can add value, if the company decides to enter the 

target markets. (Santalainen 1995, 27)

Tulisalo & Vapaakallio (1994) also consider the decreased risk level as the main 

advantage of gateways. They state that acting as a link between differing business 

environments, a gateway enables companies to be present and learn in growing high 

potential markets without a need to make big investments immediately, which in 

uncertain and unknown markets would imply great risks (Tulisalo & Vapaakallio 1994, 

16-17). Moreover, the starting of the operations is faster and cheaper and adapting to the 

target markets’ business environment smoother through a gateway located close to the 

target markets than in direct entry (Tulisalo & Vapaakallio 1994, 51).

Kojo & Köngäs (1995) base their study on the fact that gateways are needed to facilitate 

operations in markets with different cultures. Many companies lack the time, motivation 

and resources to investigate how the culture of a new market differs from their own. 

Inadequate language skills and knowledge of the markets as well as the unwillingness to 

invest in uncertain markets also cause problems. The experience, contacts and the linking 

services of the companies of the gateway location thus become very attractive for foreign 

companies wanting to operate in the target markets. (Kojo & Köngäs, 7)

Olli’s (1997) views are naturally very interesting, because he deals with Spain as a 

gateway to Latin America. However, his paper was only a desk study supplemented by
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interviews with specialists on Spanish and Latin American economies, and did not 

include any actual companies using Spain as a gateway. Thus, Olli’s (1997) suggestions 

about the possible benefits for Finnish companies are, although insightful, subjective 

ideas. In any case, they do provide good insights for the analysis in this study.

The basic idea for using Spain as a gateway to Latin America in Olli’s (1997) paper is 

that the Spanish have linguistic, cultural, historical and often family relations with the 

Latin American countries, which facilitate business operations in the area. The Spanish 

understand the Latin American business reality and the related risks better than other 

nationalities, feel at home in the markets and can react faster to emerging possibilities. 

Furthermore, big Spanish banks, telecommunications and energy companies dominate the 

Latin American markets and already hundreds of Spanish SMEs operate in the region, 

increasing the economic connections between Spain and Latin America and the know

how of doing business in the area. Taking advantage of Spain’s special position between 

Europe and Latin America and using it as a gateway could lead to cheaper, less risky and 

eventually to more successful operations in Latin America. (Olli 1997, 1)

The explanatory variables in Santalainen’s (2000) study on Finland as a regional 

headquarters country to the Baltic States were factors related to home country (HRF), 

gateway country (GRF), target country (TRF), home and gateway country relationships 

(HGRF), gateway country and target country relationships (GTRF), and firm (FRF), 

which are illustrated in Figure 9. She thus expanded the factor categories affecting 

decisions on foreign operation modes described by Luostarinen (1975) to explicitly 

include the gateway country, forming the concept of gateway chain (Santalainen 2000, 

13). In addition, Ratia’s (2000) model on Finland as a regional headquarters country to 

Russia included also industry and unit related factors.
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Figure 9. Factor categories in the gateway chain

Home Country: 
Parent company 
of the group

Target Country: 
Baltic Countries

Gateway Country: 
RHQ in Finland

HRF HGRF GRF FRF GTRF TRF

Source: Santalainen (2000, 32)

Ratia (2000) found that even though the Russian market potential is huge, the volatility of 

the economic environment, illegal activities by local competitors and authorities, and 

overbearing bureaucracy make foreign companies choose Finland as a gateway to those 

markets. Finland is seen as a safe and stable country with knowledge of doing business in 

Russia, technological expertise and needed raw materials. Foreign companies have 

adopted a wait and see strategy, being close enough to the target to quickly react to 

changes and to take advantage of the arising opportunities, yet minimizing risks. (Ratia 

2000,156-157)

Santalainen’s (2000) findings were similar. Foreign companies exploited Finland’s 

geographical proximity to the high potential Baltic markets and the Finnish know-how 

and contact networks in the region, which enabled rapid changes in the level of 

involvement (Santalainen 2000, 87). The Finnish gateway made presence in the attractive 

and promising emerging markets possible, simultaneously reducing significantly the risk 

factor in the unstable economic and political environment, where information about the 

reliability of the local partners or customers is difficult to obtain (Santalainen 2000, 94). 

Moreover, the gateway approach required small investments in comparison to direct entry 

(Santalainen 2000, 93).

The micro level studies of Kaista (1995) and Nieminen (1996) concentrated explicitly on 

the reasons and motives of individual companies for using the gateway strategy. 

According to Kaista (1995), the main motives to use Finland as a gateway to Russia and
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the Baltic States include an already existing subsidiary in Finland near the high potential, 

but uncertain markets of ex-Soviet Union. Additionally, established contacts to the East 

and the willingness of the Finnish unit to take responsibility for new market areas further 

motivate the use of Finland as a gateway. He concludes that operating through a gateway 

helps to reduce or avoid risks in unstable and turbulent markets, and improves the control 

of the business, leading to more efficient and profitable operations. Kaista (1995, 83)

Nieminen’s findings (1996) resemble those of Kaista (1995) to a great degree, although 

the gateway under study was on the other side of the world. Nieminen (1996) found that 

Finnish companies use South Africa as a gateway to other African markets, because it 

offers a stable base for operating in growing, but politically and economically risky and 

difficult African markets, and because a subsidiary unit already existed in South Africa. 

Using South Africa as a gateway had resulted in increased control and more efficient and 

regular operations in the target markets. (Nieminen 1996, 83-85)

Table 2 summarizes the main motives for using gateways in international operations 

found by earlier researchers.

Table 2. Motives for using gateways

Motive Source

Reduced risks in operations in uncertain and 
unknown, but high potential target markets

Kivikari (1992, 1995), Ulkoasiainministeriö (1993, 
1994), Tulisalo & Vapaakallio (1994), Kaista 
(1995), Kojo & Köngäs (1995), Santalainen 
(1995), Nieminen (1996), Ratia (2000),
Santalainen (2000)

Decreased transaction costs Kivikari (1992)
Shorter business distance Kivikari (1995)
Fast, cheap and smooth entry into target markets Tulisalo & Vapaakallio (1994), Olli (1997)
Ability to react rapidly to changing situations Ratia (2000), Santalainen (2000)
Improved control, efficiency 
and profitability of operations

Kivikari (1995), Kaista (1995), Nieminen (1996), 
Olli (1997)

Value adding support services Santalainen (1995)
Lack of market know-how Kojo & Köngäs (1995), Olli (1997)
An existing subsidiary in the gateway location 
with established contacts to target markets

Kaista (1995), Nieminen (1996), Santalainen 
(2000)

Willingness of the unit in the gateway location Kaista (1995)
More regular operations in target markets Nieminen (1996)
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All authors agree that gateways are used primarily to decrease risks in operating in 

economically and politically unstable, but high potential markets. Although seeking 

presence, many companies do not want to enter into volatile and unknown markets 

directly, and prefer operating from a stable gateway at short business distance to the 

target markets. It is seen to result in improved control, efficiency and profitability as well 

as more regular operations. The strategy to use gateways is often an emergent, not a 

deliberate strategy, where the initiative and willingness of the gateway unit plays an 

important role.

2.3.4 Ways of using a gateway

The first report made for the Ministry for Foreign Affairs of Finland classifies three 

different ways of using a gateway: 1) operations in the target markets from the gateway 

location, 2) cooperation with companies of the gateway location in the target markets, 

and 3) using the infrastructure and the services of the gateway location 

(Ulkoasiainministeriö 1993, 1-2). According to the other report, Finland could be used by 

foreign firms as transit point in transportation and communications or as business center. 

The latter alternative implies operating in Russia through a Finnish subsidiary, 

cooperating with Finnish companies in Russia, using supporting services of Finnish 

companies or using Finland as a source for inputs for the Russian operations. 

(Ulkoasiainministeriö 1994, 10-14)

Kivikari (1995) distinguishes three functions of Finland as a gateway: 1) a gate, referring 

to Finland as a transit point in transportation and storage, 2) a business basement, where 

the Finnish subsidiaries of foreign firms would be responsible for the Baltic and Russian 

markets using the services and other inputs of the gateway, and 3) a solder, meaning that 

foreign companies would flexibly divide the production process by locating 

manufacturing operations, subsidiaries, sub-contracting units, marketing agencies etc. on 

either side of the Finnish-Russian border depending on logistical and economical 

considerations. Kivikari (1995, 35-37)
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According to Tulisalo & Vapaakallio (1994) the Finnish subsidiary has a central role in 

implementing the gateway strategy, because the markets of the ex-Soviet Union are very 

distant for many foreign companies. The Finnish unit can take advantage of Finland’s 

gateway position, and is thus in the best position to lead the entry and penetration to the 

target markets. (Tulisalo & Vapaakallio 1994, 47-51)

Recognizing that earlier researchers had studied Finland mainly as a base for operations 

in the target markets, Kojo & Köngäs (1995) concentrated their investigation on the 

services Finnish firms offer for foreign companies operating in Russia and/or the Baltic 

States. The linking services offered by Finnish companies both in Finland and the target 

markets included: transportation, forwarding and storage; trading house services; banking 

and insurance; accounting and auditing; as well as legal advising and advocacy. (Kojo & 

Köngäs 1995, 9) The services were used both by foreign companies operating directly in 

the target market and by their Finnish subsidiaries (Kojo & Köngäs 1995, 76).

The indirect gateway studies of Hyyryläinen (2000) and Sveshnikov et al. (2000) also 

investigated the gateway services Finnish firms offer for foreign companies. They found 

that Finnish firms were used both as active and passive indirect gateways to Poland and 

Russia. As active indirect gateways Finnish firms most often export foreign products to 

the target markets, but licensing, franchising, contract manufacturing, subcontracting and 

cooperation are also used. (Hyyryläinen 2000, 167-169; Sveshnikov et al. 2000, 46-51)

Olli’s (1997) study suggests that Finnish firms could establish a subsidiary in Spain, 

which could take care of exports, investments or other operations in Latin America. 

Alternatively, Finnish firms could try to find a Spanish company that operates also in the 

Latin American markets, and by supplying the company in Spain gain access to the Latin 

American markets as well. A third possibility for using Spain as a gateway would be to 

find a Spanish cooperation partner and combine its Latin American market know-how 

with Finnish technological know-how. (Olli 1997, 45)
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Ratia (2000) and Santalainen (2000) studied Finland as a regional headquarters country 

for foreign companies operating in Russia and the Baltic States. The underlying idea is, 

of course, to use the Finnish unit and Finland as a base for entering and penetrating the 

target markets. Both Ratia (2000, 120) and Santalainen (2000, 65-66) found that foreign 

companies indeed use Finland as a regional headquarters country, and that most of the 

companies had exported from Finland to the target markets, although subsidiary 

operations and cooperation modes had also been used.

The micro level studies of Kaista (1995) and Nieminen (1996) are very interesting for the 

purposes of this study, because they both developed and applied a model explaining why 

and how individual companies use a gateway to enter new markets. Kaista’s (1995) 

model was based on combining foreign market operation modes with the favorable 

location and services of a gateway, which results in what he calls “gateway-supported 

operation modes". See Figure 10. Kaista (1995, 33) states that the gateway dimension has 

a supporting function for the traditional operation modes, increasing the efficiency and 

widening the feasibility of different modes available for a company in foreign markets.

The assumption is that a subsidiary in a favorable gateway location increases the degree 

of control a company has over its operations in the target markets, which leads to lower 

risk level of operations. Basically all operation modes from exports to subsidiary 

operations can be used in connection with a gateway, but firm and industry specific 

factors influence each individual case. (Kaista 1995, 33-36) Kalsta’s (1995, 74) empirical 

findings indicate that exports from the subsidiary in the gateway location is the most 

common operation mode used in connection with a gateway strategy, although agents and 

direct investments in the target markets had also been used.
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Figure 10. Gateway-supported operation modes

Firm or Industry Specific 
Gateway-supported 
Operation Modes

Foreign
Operation

Mode

Advantages and 
Disadvantages 

Resulting from the 
Use of a Gateway 

Location as an 
Entry Channel

Effects:
- control of operations 

- perceived risk 
level of operations

Source: Kaista (1995, 78)

Nieminen’s (1996) model, inspired by the earlier work of Kaista (1995), also combined 

the gateway concept with traditional operation modes, as shown in Figure 11. However, 

in her model external factors related to the home country, gateway country, target 

country, and their reciprocal relationships, also explain why and how companies use 

gateways in international operations (Nieminen 1996, 82).

According to Nieminen (1996), it is not always possible to enter a market directly, 

especially in the case of new emerging markets where often a lot of risks are involved. To 

avoid the risks, firms prefer to use a subsidiary in a gateway location, which offers a 

more stable base, but still good possibilities to operate in the target markets. (Nieminen 

1996,63-65)
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Figure 11. Nieminen’s gateway model

External factors
- home market size and form
- production and distribution 
circumstances

External factors
(similar to home market)

External factors
(similar to home market)

GATEWAY
COUNTRY

TARGET
COUNTRY

COMPANY

ADVANTAGES
- physical factors
- supporting factors
- human resources
- government incentives

OTHER NEGATIVE FACTS
- threats and risks or some 

radical changes in the gateway 
country

DISADVANTAGES
- extra middleman
- wrong middleman choice
- lack of adequate knowledge
- communication problems

OPERATION MODES
e.g.
- indirect export,
- licensing,
- franchising and
- foreign direct investment 

through a gateway

Source: Nieminen (1996, 82)

Table 3 summarizes the different ways of using gateways. It shows that the most often 

mentioned way of using a gateway in international business is operations in the target 

markets from a subsidiary in the gateway location. However, several authors have also 

noted that a presence in the gateway country is not necessary to be able to take advantage 

of the gateway. The CEE-project launched the term indirect gateway (Luostarinen 2000, 

2), which is used also in this study to refer to those operations, in which the advantages of 

a gateway are utilized by other means than through a subsidiary in the gateway location. 

Correspondingly, operations in the target markets with an active participation of a unit in 

the gateway country are referred to as direct gateway operations.
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Table 3. Ways of using gateways

Method Source

Operations in the target markets 
from a unit in the gateway location

Kivikari (1995), Ulkoasiainministeriö (1993,
1994), Tulisalo & Vapaakallio (1994), Kaista 
(1995), Kojo & Köngäs (1995), Santalainen 
(1995), Nieminen (1996), Olli (1997), Ratia 
(2000), Santalainen (2000)

Gateway as a transit point Kivikari (1995), Ulkoasiainministeriö (1993, 1994)

Use of supporting services of the gateway location
Ulkoasiainministeriö (1993, 1994), Kivikari
(1995), Kojo & Köngäs (1995)

Source of inputs for operations in target markets Ulkoasiainministeriö (1994), Kivikari (1995)
“Solder” Kivikari (1995)

Operations with companies of the 
gateway location in target markets

Ulkoasiainministeriö (1993, 1994), Kaista (1995),
Kojo & Köngäs (1995), Nieminen (1996), Olli 
(1997), Hyyryläinen (2000), Sveshnikov et ai.
(2000)

Piggy-backing or supplying companies of the 
gateway location operating in target markets

Olli (1997), Hyyryläinen (2000), Sveshnikov et ai.
(2000)

It should be noted that infrastructure and all kind of services and inputs of the gateway 

location can be used both in direct and indirect strategies. Moreover, a subsidiary in the 

gateway location and operations in the target markets does not automatically mean that a 

direct gateway strategy is in question. In this study the division into direct and indirect 

gateway depends on whether the unit in the gateway location is active in the target 

market operations or not.

2.3.5 Disadvantages of using a gateway

The found disadvantages of most of the earlier studies were specific to Finland as a 

gateway country and thus not interesting for the purposes of this study. However, 

Tulisalo & Vapaakallio (1994) did find some disadvantages in the gateway model related 

directly to the firm. According to them, the gateway strategy is time consuming, and if 

the purpose is to capture a large market share quickly, the advantages of direct entry are 

obvious (Tulisalo & Vapaakallio 1994, 56). Moreover, Tulisalo & Vapaakallio (1994, 59- 

60) listed a number of potential problem situations in gateway strategies:
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unclear division of tasks between the parent company, its subsidiary in the gateway

country and a partner company in the target market

failure in the choice of key persons, resulting in communication problems

excessive expectations of fast profits, resulting in loss of hope

negligence of cultural differences, creating problems in cooperation

too rapid delegation of responsibility to one unit

excessive generalization of experiences in individual target markets

In her study, Santalainen (2000) found that the major hindrances for a gateway strategy 

were cultural differences between the parent company and the unit in the gateway 

country. The cultural differences mainly referred to language, which had resulted in 

communication problems. (Santalainen 2000, 90)

Kaista (1995) argues that using a gateway means an additional hierarchical layer, which 

increases the rigidity of any sort of operation. In addition, costs can increase if more 

personnel, more means of communications, more office or production space or other 

resources are needed. Furthermore, the multi-layer organization can reduce the ability of 

a firm to take quick actions. Kaista (1995, 34) He did not, however, find any evidence of 

these problems in his study (Kaista 1995, 82), neither did Nieminen (1996, 85). Table 4 

summarizes the disadvantages that earlier authors have related to gateways.

Table 4. Disadvantages of the gateway strategy

Disadvantage / possible problem source Source
Slower than direct entry Tulisalo & Vapaakallio (1994)
Unclear division of tasks Tulisalo & Vapaakallio (1994)
Cultural differences and communication problems Tulisalo & Vapaakallio (1994), Santalainen (2000)
Excessive expectations Tulisalo & Vapaakallio (1994)
Excessive generalization of experiences Tulisalo & Vapaakallio (1994)
Too rapid delegation of responsibility Tulisalo & Vapaakallio (1994)
Extra hierarchy and rigidity Kaista (1995)
Increased costs Kaista (1995)
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2.3.6 Defining the concept

To conclude the review on the existing gateway research, we can summarize that a 

gateway refers to a stable and favorable location at close business distance to the target 

markets used by foreign companies either directly or indirectly to be able to operate in 

the target markets, to reduce the risks involved and to improve the efficiency of the 

operations.

2.4 Theoretical framework

After reviewing the internationalization theories and the existing research on gateways, 

we are now ready to synthesize them and to build a theoretical framework for studying 

why and how Finnish firms use Spain as a gateway to Latin America. Figure 12 

illustrates the framework.

As described by Luostarinen (1975, 25), the factors that affect the way companies 

organize their international operations can be divided into home country, target country, 

home and target country, firm, and decision-making process related factors. Ratia (2000, 

66) and Santalainen (2000, 32) further expanded the classification to include factors of 

the whole gateway chain: home and gateway country relationship related as well as 

gateway and target country relationship related factors. Using a gateway is one way to 

organize the foreign operations of a firm. Therefore, the above mentioned factors also 

influence the gateway strategy of the firm and will be used as explanatory variables in 

studying why and how companies use Spain as a gateway to Latin America. They explain 

what makes the companies choose Spain as a gateway to Latin America in the first place 

and whether they choose a direct or an indirect gateway strategy.

As shown in Figure 12, the classification of the factor categories into the interrelated 

macro-, micro- and milli-micro environments proposed by (Luostarinen 1975, 25) will be 

used, adding the home-gateway and the gateway-target country factors to the macro

environment. The environmental factors were described in detail at pages 23-24.
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Figure 12. Theoretical framework
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Based on the earlier gateway research it was concluded that using a gateway strategy in 

international operations can take two basic forms, direct and indirect. A direct gateway 

refers to the active use of a subsidiary unit located in the gateway country in the target 

market operations. Firms often first enter a given market, penetrate it more deeply with 

more committing operation modes learning and gaining experiences, which then help 

them to escalate to the final target markets exporting or investing from the gateway 

subsidiary, for example (Luostarinen 1998). In Figure 12, the straight line from the 

headquarters in the home country through the subsidiary in the gateway country to the 

target country illustrates this direct gateway strategy.

An indirect gateway strategy is in question when there is no active involvement of a unit 

in the gateway location. For example, a foreign company can supply or cooperate with 

companies of the gateway location that operate in the target markets. It means that a 

Finnish company using Spain as an indirect gateway to Latin America renounces some of 

the control in the Latin American operations, which is illustrated by the dashed line in 

Figure 12. In a direct gateway strategy, where no external Spanish partners are involved, 

the control and ownership of the target market operations is maintained totally within the 

company.

The advantage of the gateway strategy is that it results in reduced business distance and 

thus to reduced lateral rigidity felt towards the target markets. Being geographically, 

culturally and economically close to the target markets, companies in a gateway location 

are in a favorable position to receive, search and react to business impulses from the 

target markets, know the target markets well and feel more secure about them. Thus, the 

possibility and willingness to operate in the target markets enhance and the risks can be 

controlled better. Increased knowledge of the target markets and better control of the 

operations supported by the gateway finally lead to more efficient operations.

The research questions set for the study were why and how Finnish firms use Spain as a 

gateway to Latin America. Looking at the theoretical framework in the light of these 

questions, we can conclude that both the environmental factors and the advantages gained
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through the gateway strategy explain why companies might use the Spanish gateway. 

However, they are separated in the theoretical framework, because the environmental 

factors explain the reasons that lead to the use of the gateway strategy, whereas the 

advantages refer to the benefits gained through implementing the strategy. As seen in 

Figure 12, they are separated to follow a logical causal relationship.
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3. METHODOLOGY

The purpose of this chapter is to present and justify the multiple research approach 

chosen for the study as well as to analyze the reliability and validity of the research.

After having developed a theoretical framework on the study topic, the accumulation of 

empirical evidence was conducted in two phases in May and in October - November 

2000. First, a telephone survey was carried out to investigate how many and which 

Finnish companies use Spain as a gateway to Latin America, in which ways and why. 

The companies in the survey were identified in Finland’s International Business 

Operations (FIBO) database supplemented by Finpro’s (Finnish Foreign Trade 

Association) Viesto database. Second, in order to understand more thoroughly the 

underlying reasons and methods as well as the specific advantages and disadvantages of 

using Spain as a gateway to Latin America, the phone survey was supplemented by three 

in-depth case studies. The three case companies were selected from the list of companies 

identified in the phone survey by using theoretical instead of statistical sampling (Yin 

1989, 53) in order to gain varied insights into the relatively young study topic. Basing the 

selection of the cases on theoretical considerations made sense also because the 

population was limited.

A research design combining quantitative (phone survey) and qualitative (case studies) 

methods was chosen, because it can create high synergies. On the one hand, quantitative 

evidence can help the researcher find underlying common patterns and relationships, 

maintain objectivity towards the qualitative data and support the findings found in the 

qualitative evidence. (Eisenhardt 1989, 538) On the other hand, qualitative data are useful 

for understanding the rationale underlying the relationships revealed in the quantitative 

data (Jick 1979). Similarly, Mintzberg (1979, 587) states: “For while systematic data 

create the foundation for our theories, it is the anecdotal data that enable us to do the 

building...We uncover all kinds of relationships in our hard data, but it is only through 

the use of this soft data that we are able to explain them, and explanation is, of course, the 

purpose of the research.”
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The two-phase research was further supplemented with discussions with experts on doing 

business in Spain and Latin America during the data gathering process in Finland, Spain 

and Chile. A more structured interview was held in November 2000 with Mr. Tapani 

Lankinen, Head of the Finland Trade Center in Madrid. This interview and the informal 

discussions provided valuable insights into the study topic and helped to keep the 

research on the right track.

3.1 Telephone survey

3.1.1 Objectives

The idea of Spain as a gateway to Latin America had been put forward in public, but 

there was no information available on any Finnish company actually using it. To start 

investigating the phenomenon and to form a general overview on how many and which 

Finnish companies operate in Latin America using Spain as a gateway, a survey 

specifically asking about it was deemed necessary. In addition to identifying the gateway 

users, the survey enabled a brief inquiry about the main reasons and methods of using 

Spain as a gateway to the Latin American markets, thus helping to revise and improve the 

theoretical framework.

To hit two birds with one rock, Portugal was added to the study at this point, because it 

has more or less the same gateway characteristics as Spain. Linguistic, cultural, historical 

and family relations connect Portugal especially with Brazil. In addition, Portuguese 

companies have also looked for growth in Latin America, investing and expanding 

strongly in the region. The opportunity to study the Portuguese gateway using the already 

developed framework was so tempting that the extra workload was considered irrelevant.

3.1.2 Data sources

Finland’s International Business Operations (FIBO) Program provided a starting point for 

the screening of possible companies using Spain as a gateway to Latin America. The
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FIBO Program was established in 1974 by Reijo Luostarinen to study the dynamics of the 

internationalization of Finnish industrial companies abroad and foreign companies in 

Finland. Of the FIBO database, which is illustrated in Figure 13, the databank on inward, 

outward and cooperative operations of Finnish firms abroad and especially the databank 

on foreign subsidiary operations of Finnish firms were found to be very useful data 

sources.

Figure 13. FIBO Program

FIBO Program

Data bank on inward, outward and Data bank on foreign Data bank on subsidiary Data bank on operations

cooperative operations of Finnish subsidiary operations operations of foreign and of foreign and

firms abroad of Finnish firms multinational multinational

1976: 1006 companies 8600 subsidiaries firms in Finland firms abroad from their

1983: 1197 companies 1200 subsidiaries Finnish subsidiary

1990: 593 companies 115 subsidiaries

1996: 390 companies

Finpro’s Viesto database on Finnish companies’ units abroad (situation on 19.1.2000) 

was another valuable data source, supplementing the FIBO Program data by including 

not only manufacturing, but also service companies and system providers. In addition, the 

Spanish and Portuguese embassies and their commercial departments in Finland as well 

as the Finland Trade Center in Madrid were contacted in order to get more data. They 

used the Viesto database, however, and could not provide any additional data.

3.1.3 Screening of companies

The FIBO and Viesto databases were screened in April 2000 to find out all the Finnish 

companies that operate or at least have operated a unit in Spain or Portugal. The 

assumption was that entering and penetrating the Spanish market creates a favorable 

position for using Spain both as direct and indirect gateway to Latin America. Screening 

the FIBO databank on foreign subsidiary operations of Finnish firms with the criteria of a 

unit in Spain gave a result of 47 companies. This sample was supplemented with a similar
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screening of the FIBO databank on inward, outward and cooperative operations of 

Finnish firms abroad, which added another 5 companies to the group. The screening was 

completed with the Viesto database, which increased the number of companies by 12. 

The result of the whole screening process was thus 64 companies in total. A similar 

process on Finnish firms with a unit in Portugal resulted in the figures of 35, 5 and 4, 

meaning a total of 44 companies.

The status of the 64 companies with a unit in Spain and 44 companies with a unit in 

Portugal was checked in Finland’s Trade Register in May 2000 in order to find out recent 

mergers, acquisitions or bankruptcies. Indeed, changes had occurred, and the sample size 

was reduced to 48 firms in Spain and 32 firms in Portugal. Of these 80 companies, 19 had 

a unit both in Spain and Portugal. Thus, the number of companies included in the survey 

was 61. In addition to the 19 companies with a unit in both countries, 29 firms had only a 

Spanish unit and 13 companies only a Portuguese unit. Table 5 depicts the screening 

process in numbers.

Table 5. Finnish corporations with a unit in Iberia

Spain Portugal Spain and Portugal
FIBO-subsidiary 47 35 82
FIBO-Finnish firms abroad 5 5 10
Viesto (Finpro) 12 4 16
Not operating 16 12 28
Country totals 48 32 80
Unit located in 29 13 19
TOTAL 61

It should be noted that since only companies with a unit in Spain and/or Portugal were 

included in the study, the completeness of the results is somewhat limited. Finnish 

companies piggy-backing or cooperating with Spanish firms in Latin America or in some 

other way using Spain as a gateway without a unit in Spain were left out of the sample. 

However, having a unit in Spain or Portugal does not leave out the possibility of using 

Spain or Portugal as an indirect gateway to Latin America. By definition, the difference 

between direct and indirect gateway is based on the role of the gateway unit in the target
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market operations. In fact, it was assumed that a unit in the Iberian Peninsula actually 

increases the possibility of using the gateway in all possible ways.

3.1.4 Carrying out the survey

The survey was carried out by phone to get as high an answer rate as possible. The 

research group of the CEE-project at the Helsinki School of Economics and Business 

Administration had realized a study on Finland as a gateway to the transitory economies 

of Central and Eastern Europe just a few months earlier and learned that response rates 

were much higher in phone than mail surveys.

The questionnaire for the survey was developed on the basis of the theoretical 

framework. The experiences and the questionnaire of the researchers in the CEE-project 

served as valuable examples of designing a functioning set of questions. Professors Reijo 

Luostarinen and Mika Gabrielsson as well as the Director of the Latin American Center 

of the Helsinki School of Economics and Business Administration, Mr. Kent Wilska, also 

gave their invaluable comments in finalizing the questionnaire. As a final preparation for 

the real survey, a pilot interview was conducted in a Finnish company with international 

activities in order to test the questionnaire in a real-life situation. The questionnaire was 

found to be functioning, although some of the wordings were modified to “get rid of the 

academic jargon” and to make the questions more understandable.

More than 200 phone calls were carried out at the end of May 2000. In the process, the 

number of companies included in the survey was increased to 75, because it became clear 

that many of the original 61 companies were large corporations whose business units 

were so independent that they needed to be interviewed separately. All but one of the 14 

additional firms had a unit both in Spain and Portugal, while one operated only a Spanish 

subsidiary. Thus, of the 75 companies studied, 62 firms had or had had a unit in Spain 

and 45 firms a unit in Portugal. Of the total, 32 companies operated a unit in both 

countries. Table 6 clarifies the final sample studied.
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Table 6. Final survey sample

Unit located in
Spain 62
Portugal 45
Spain and Portugal 32
TOTAL COMPANIES 75

The intention in the survey was to interview the CEOs of the companies, because they 

were considered to have the best knowledge of the strategies. Especially in the larger 

companies, however, the CEOs were not the best ones to answer the quite specific 

questions, and the respondents were often area managers or managers in charge of 

international operations. Carrying out the survey by phone proved to be very effective: 

the number of responses was 75 out of 75, giving a response rate of 100 per cent.

3.1.5 Analysis of the results

The survey data of the 75 companies were analyzed by first grouping the firms into 

gateway users and non-users. To find possible common patterns these two groups were 

then sub-grouped according to, for example, having a unit in Spain and/or Portugal, using 

the unit in gateway operations or not, turnover, sector, and by presenting the results in the 

form of different charts. The open-ended answers were first coded by applying indexes 

such as “reasons for using Spain (or Portugal) as a gateway to Latin America” and 

“methods of using Spain (or Portugal) as a gateway to Latin America”, and then grouping 

them to find common themes.

The telephone survey was a useful and a necessary method in the first stage of the 

empirical study. It provided a general overview on why and how Finnish companies use 

Spain (or Portugal) as a gateway to Latin America thus helping to revise and improve the 

theoretical framework. More importantly, the survey identified a number of Finnish 

companies that use or have used Spain (or Portugal) as a gateway to the Latin American 

markets. The identification of these companies was a necessary condition for the second 

stage of the empirical research, the multiple-case study.
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3.2 Multiple-case study

The telephone survey reached its objective, but given that each individual interview 

lasted for only about five to ten minutes, it was less suitable for studying the gateway 

phenomenon in detail. For better understanding of the underlying rationale of using Spain 

as a gateway to Latin America and to gain deeper insights into ways of doing it, the 

second stage of the study utilized an in-depth multiple-case study method based on 

longitudinal analysis.

Conducting in-depth case studies was regarded as a justifiable research design in the 

second stage of the study also because the research area was new, unknown and complex; 

the study asked “why” and “how” questions about a contemporary phenomenon within a 

real-life context over which the researcher had little if any control; and because the 

boundaries between the phenomenon and the context were blurred (Yin 1989, 18). 

Eisenhardt (1989, 546-549) agrees with Yin (1989) by concluding that theory developed 

from case study research is particularly well-suited to new research areas, because 

attempts to reconcile evidence across cases, types of data, and different investigators, and 

between cases and literature increase the likelihood of creative reframing into new 

theoretical vision.

A longitudinal approach was adopted because it enabled the description and analysis of 

the whole process of using a gateway in entering new markets. Longitudinal case studies 

also permitted to discuss the companies’ internationalization in general and the 

developments that led to the gateway operations. The research de'sign including multiple 

units of analysis was selected in order to study the gateway phenomenon with a more 

holistic view, which was considered useful for a new research topic. The multi-case 

design allowed the examination of various methods of using the gateway and by different 

type of companies as to their products, sectors, turnovers, stage of internationalization, 

and strategies, for example.

58



Case studies have been criticized for producing narrow and idiosyncratic or overly 

complex theory, which lacks the simplicity of overall perspective and is unable to raise 

the level of the findings (Eisenhardt 1989, 547). However, the multiple-case study was 

only the second stage of the present research, deepening and supplementing the general 

view gained in the telephone survey. Moreover, it should be kept in mind that the purpose 

of a case study is not to generalize to populations or universes, but rather to generalize to 

theoretical propositions (Yin 1989, 21).

Theory building from case studies has also been said to be limited by investigators’ 

preconceptions (Eisenhardt 1989, 546), but Eisenhardt (1989, 546-547) argues that just 

the opposite is true, and that case studies are likely to generate theory with less research 

bias than theory built from incremental studies or deduction. In addition, the case study 

method enables detailed descriptions of the world as participants see it, based on which 

readers can make their own interpretations (Yin 1989). Other common problems related 

with case studies, like lack of rigor in research, excessive workload and lengthy, 

unreadable final reports (Yin 1989, 21) were avoided by rigorous case study design.

3.2.1 Selection of case companies

The logic in the sampling of the case companies was based on theoretical instead of 

statistical considerations (Yin 1989, 53). More important than the sample size was the 

potential of each case in contributing theoretical insights into the phenomenon under 

study. Given the limited number of companies using Spain as a gateway to Latin America 

and the various forms of doing it, it was decided to select cases that would highlight the 

phenomenon from different perspectives. Each of the case companies should use the 

gateway in a different way, and differ, for example, in their product offering, business 

sector, turnover, size, and internationalization strategy. Selecting similar cases would not 

have been possible, anyhow, given the limited number of cases. A more holistic view on 

the study was also seen valuable, considering that the research on gateways is still in its 

early stages.
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In addition to representing a different mode of using Spain as a gateway to Latin America 

and differing in their backgrounds, the case companies had to fulfill the following 

requirements: 1) either still actively use the gateway or at least have people working in 

the company who could still recall the reasons and methods of using the gateway, and 2) 

use the gateway in a strategically significant way.

Based on these three criteria, seven companies were identified. The potential companies 

were then contacted by phone and asked whether they would be willing to cooperate in 

the study and devote the time and managerial resources for an interview. Three of the 

companies immediately agreed, while the rest came to the conclusion that their 

companies would not serve as good cases, given that their gateway operations were 

sporadic and relatively unimportant after all. The three companies that agreed to 

cooperate in the study were Industrial Insurance, Kemira Chemicals and Tecnomen.

The interviewees were all recommended from within the companies as the best ones to 

participate and contribute to the study. At Industrial Insurance, the interviewees were 

Simo Salin, Director of Global Programs and Tuomas Boehm, Regional Director / Latin 

America. Both had worked with Sampo Industrial’s gateway operations since they were 

started and knew the whole development and the rationale behind it. At Kemira 

Chemicals, the interviewee was Jordi Masides, General Director of Kemira Ibérica, 

which is Kemira Chemicals’ subsidiary in Barcelona, Spain. Jordi Masides was 

recommended for the study by Yrjö Sipilä, the President of Kemira Chemicals. At 

Tecnomen, the interviewee was Jukka Haukkovaara, Area Manager of Southern Europe.

3.2.2 Data collection

After having selected the case companies, a general interview guide was developed based 

on the theoretical framework and the analysis of the survey results. Once again, the 

researchers of the CEE-project and the questionnaire they used for their interviews as 

well as the invaluable comments of Professor Mika Gabrielsson and Director Kent 

Wilska were of great help in designing the interview guide. The interview questions were
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then refined for each individual case company based on the available information from 

the survey questionnaire and various other sources, including annual reports, Internet 

pages, newspaper articles, magazines as well as the FIBO and Viesto databases.

The refined interview guides were sent to the interviewees beforehand in order to make 

the interviewing more systematic and efficient by delimiting the issues to be discussed. In 

addition, it gave the interviewees more time to recall and reflect on the issues that were to 

be discussed. The open-ended questions were not followed too rigidly. The main purpose 

of having semi-structured interviews was to direct the interviews to the longitudinal 

developments of the gateway operations and the reasons for the actions. During the 

interviews the sequence of questions was altered and new questions were added, when 

needed, in order to establish a free conversational style and to let the interviewees express 

their own views. The interviews, which were conducted in October - November 2000, 

lasted from one to two hours and were tape recorded, with permission, in order to 

increase the accuracy of data collection (Yin 1989, 91).

3.2.3 Analysis of case data

The data analysis process followed the principles recommended by Miles and Huberman 

(1994, 10-12): intertwining of data collection and analysis; working on data: indexing, 

coding and memos; and identifying themes in order to reduce data.

Preliminary analysis of the data started already during the data collection, which is also 

suggested by Yin (1989, 63), according to whom the researcher should interpret the data 

as they are being collected in order to gather relevant and necessary information (Yin 

1989, 65). Analyzing the phone survey results before the in-depth interviews was 

especially useful in this study. It gave new insights on the phenomenon and helped to 

refine the theoretical framework, based on which the planning of the interview guides 

was made. In addition, verbatim transcriptions of each case were made, which helped the 

analysis and served as a basis for refining the interview guide for the next interview.
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After the data collection process, the data of each interview was structured by applying 

four indexes: company background, international operations, Spanish operations, and 

Latin American operations. Based on this classification, a description of each of the three 

cases was a written. Although the interviews were the most important sources for the case 

studies, data collected from other sources before and after the interviews proved to be 

very useful. It enhanced the data analysis and triangulation process by complementing the 

information and serving as a verification method, especially on the more specific details 

like exact years (Yin 1989, 86, 97).

The data structured in the case narratives by indexes was further sorted and grouped 

under four major themes stemming from the research questions and the theoretical 

framework: “environmental factors”, “methods”, “advantages", and “disadvantages”. 

This indexing made the analysis process more rigorous and helped to understand the 

cases in a theoretical setting. The final case descriptions were send to the interviewees for 

comments, new ideas and approval. Finally, a cross-case analysis was conducted to 

identify possible patterns in a wider perspective.

3.3 Validity and reliability

Yin (1989, 40-41) describes four major criteria forjudging the quality of research designs 

in case studies and a set of tactics for achieving good quality in them:

1) Construct validity: establishing of correct operational measures for the concepts being 

studied

2) Internal validity: establishing a causal relationship, whereby certain conditions are 

shown to lead to other conditions

3) External validity: establishing of the domain to which a study’s findings can be 

generalized

4) Reliability: demonstrating that the operations of a study, such as the data collection 

procedures, can be repeated with the same results
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3.3.1 Construct validity

To ensure construct validity in case studies Yin (1989, 42) proposes the use of three 

tactics: multiple sources of evidence, establishing a chain of evidence, and the possibility 

offered to key informants to review a draft case study report. To fulfill the first tactic, 

“multiple sources of evidence”, the present study gathered information from various 

sources including a telephone survey, annual reports, newspaper articles, magazines, the 

Internet, and interviews in the case companies. As Yin (1989, 97) states: “any finding or 

conclusion is likely to be more accurate and convincing if it is based on different sources 

of information therefore allowing broader range of issues to enter under examination”.

The second tactic suggested by Yin (1989, 42), to “establish a chain of evidence”, was 

done by giving a detailed description of the data collection and analysis. The survey data 

and results, the case data and the case descriptions allow an external observer to follow 

the whole research process from initial research questions to the final conclusions (or 

vice versa), thereby increasing the reliability of the information (Yin 1989, 102). In 

addition, the case descriptions were sent to the interviewees in order to verify that all 

information was accurate and correctly presented. The procedure corresponded to Yin’s 

(1989, 42) last suggestion to “have the draft case study report reviewed by key 

informants”.

3.3.2 Internal validity

Yin (1989, 40) states that internal validity is a concern for explanatory or causal studies 

only and not for descriptive or exploratory studies. The nature of this study is mostly 

descriptive, but as seen in the theoretical framework, it includes a causal element as well. 

To deal with internal validity and to make sure the results are sensible, the empirical 

findings were compared against the theoretical framework. According to Yin (1989, 109), 

this pattern-matching logic is one of the most desirable strategies for case study analysis.
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3.3.3 External validity

The question of whether a particular study’s findings are generalizable beyond the 

specific case is measured by external validity (Yin 1989, 43). This study began with an 

extensive survey including 62 Finnish companies that have or at least have earlier had a 

unit in Spain. Given the high representativeness of the FIBO and Viesto databases, the 62 

companies could be regarded as very close to the total population.

The generalizability of the case study results was improved by examining multiple units 

of analysis, and by comparing the results with the theoretical framework. Moreover, the 

main purpose of the multiple-case study was analytical, not statistical, generalization. The 

results were generalized to a broader theory instead of a population. (Yin 1989,44).

3.3.4 Reliability

Reliability in research means that if a later researcher followed exactly the same 

procedures as described by an earlier researcher and conducted the same case study all 

over again, the later one should arrive at the same findings and conclusion (Yin 1989, 

45). Therefore, the whole research process of the present study was documented in detail 

in this chapter. Moreover, the results of the database screening, the survey data and 

results as well as all company information, interview recordings and transcriptions were 

systematically organized and filed into a database to serve possible future studies.

A possible source of bias in the results is the quality of the responses. Since the CEOs or 

the managers in charge of Spain and/or Latin America were not always reached in the 

phone survey, questions regarding the reasons for using Spain in the Latin American 

operations were rather challenging. However, most of the respondents made an effort to 

consult documents and other persons in the company to provide adequate answers. The 

case studies evidently reflect the personal viewpoints of the interviewees, who were, 

however, recommended from within the companies as experts on the subject.
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4. EMPIRICAL EVIDENCE

Reviewing the theories related to the internationalization of the firm and the existing 

studies on gateways helped us gain preliminary ideas about Spain as a gateway to Latin 

America and to build a theoretical framework for studying the subject in practice. As 

described in the previous chapter, the empirical investigation was divided into two 

phases: a telephone survey and a multiple-case study. The results are presented in this 

chapter, beginning with the phone survey.

4.1 Telephone survey

The gathering of empirical evidence for this study began with a telephone survey. The 

survey was necessary for the identification of those Finnish companies that use or have 

used Spain as a gateway to Latin America. The purpose was to investigate how many 

Finnish companies have used the Spanish gateway, and to identify the most interesting 

cases for more detailed investigation. In addition, the survey asked about the main 

motives and methods of using the gateway. Considering the brief nature of the survey, 

deeply analyzed and accurate answers about the motives and methods were not received 

nor expected. That task was left to the second phase of the study, the case interviews. All 

75 companies identified to have a unit in Spain and/or Portugal answered the survey, 

giving a response rate of 100 per cent. See Table 7 for more results.

Table 7. Results of the telephone survey

Number of 
companies

Share of 
survey total

Share of firms with a 
unit in the country

Share of 
Iberian total

Survey total 75
Responses 75 100%
Spain or Portugal as a 
gateway to Latin America 19 25 %

Spain as a gateway 
to Latin America 15 24% 79%

Portugal as a gateway 
to Latin America 4 9% 21 %
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Including both direct and indirect strategies, 19 of the 75 companies (25 %) had used 

Spain or Portugal as a gateway to Latin America. Spain was found to be a more popular 

gateway than Portugal both in absolute and relative terms. Of the 62 Finnish companies 

with a unit in Spain, 15 (24 %) had used the country as a gateway to Latin America. Only 

four companies had used Portugal, representing 9 % of the 45 Finnish firms with a unit 

on the Western side of the Iberian Peninsula. Since the vast majority of the gateway users 

had used Spain (79 %) rather than Portugal (21 %), and since the ways of using Spain and 

Portugal as a gateway to Latin America were similar, it was decided to limit the study on 

the Spanish gateway. However, the phone survey results concerning Portugal are 

presented in Appendix 3 at page 132. It is also argued that the conclusions drawn about 

the Spanish gateway could easily be generalized to Portugal as well.

As shown in Table 8, eight (53 %) of the 15 companies that had used the Spanish 

gateway had used a direct gateway strategy and seven (47 %) an indirect gateway 

strategy. As defined earlier, direct gateway refers to the explicit use of the company’s 

Spanish unit in the Latin American operations, while indirect gateway means using Spain 

or Spanish companies in other ways. Given that the two ways of using gateways differ 

significantly, they are analyzed separately in the following.

Table 8. Direct and indirect gateway users

Gateway strategy Frequency Share of all 
gateway users

Share of companies 
with a unit in Spain

Direct gateway 8 53 % 13 %
Indirect gateway 7 47% 11 %

4.1.1 Direct gateway

Company data

The eight companies that have used Spain as a direct gateway to Latin America represent 

quite closely the structure of the Finnish economy in general: forestry, metal, chemicals, 

electronics, food industry and telecommunications. No clear patterns could be found in
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the size of the companies either, as can be verified in Table 9. The companies’ turnovers 

ranged from FIM 300 million to FIM 63 billion in 1999. However, all the smaller 

companies using Spain as a direct gateway to Latin America were subsidiaries of larger 

corporations. One of the companies had used the Spanish gateway already in the 1970s, 

and its current turnover is therefore not included in Table 9. An interesting fact is that 

there were also two systems sellers among the direct gateway users, namely a 

telecommunications systems provider and a producer of pipe systems.

Table 9. Company data on the direct gateway users

Sector Frequency Sales object Frequency Turnover 1999
(FIM million)

Forestry 2 Physical goods 6 300
Metal 2 Systems 2 302
Chemistry 1 2 497
Electronics 1 3 238
Food industry 1 3510
T elecommunications 1 4 144

63 239

At the moment, six of the eight companies are still actively using Spain as a gateway to 

Latin America, although one is in the process of transferring the coordination of the Latin 

American operations to Brazil. Two companies had already moved the responsibility of 

the Latin American operations to Latin America, the other in the 1970s, the other a few 

years ago.

Why has Spain been used as a direct gateway to Latin America?

Most of the direct gateway users explained the reason for using the Spanish gateway with 

the linguistic and cultural connections between Spain and Latin America. Close ties with 

its old colonies were considered the specific advantage of Spain, which the firms had 

consciously used to facilitate the marketing and sales efforts in the Latin American 

markets. Two companies explained that they export to Latin America from Spain purely 

out of logistics and production reasons. Their individual factories are often specialized in 

the production of some specific products, which are exported all over the world. Thus,
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there are also exports from the Spanish factories to Latin America. One company had 

organized the financing of the Latin American operations through its Spanish subsidiary, 

because legal restrictions had impeded some deals that are normally handled from the 

Miami unit. Table 10 provides a summary of the motives to use Spain as a direct gateway 

to Latin America.

Table 10. Motives for using Spain as a direct gateway

Background reason Advantage Frequency Share of direct 
gateway users

Share of all 
gateway users

Linguistic and cultural 
ties with Latin America

Efficient marketing 
and sales 4 50% 27%

Logistics and production - 2 25 % 13%
Legal restrictions Access to markets 1 13% 7%
No answer 1

How has Spain been used as a direct gateway to Latin America?

As shown in Table 11, the most common way of using Spain as a direct gateway to Latin 

America was found to be exporting. Four companies had exported physical goods from 

Spain to Latin America and two systems sellers handled their Latin American projects 

from Spain. In two cases the operations in Latin America were began with exporting, 

which had then led to direct investments in a production unit in the other and in a sales 

office in the other case. In addition, the Spanish units of two companies provided 

technical assistance in the company’s Latin American operations, the other giving also 

marketing assistance. Although one of the companies takes care of the Latin American 

operations from Miami, the Spanish subsidiary has been involved in arranging the 

financing of the operations. Note that some of the companies had used more than one 

gateway operation mode. Therefore, the frequencies in Table 11 exceed the number of 

companies using Spain as a direct gateway.
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Table 11. Ways of using Spain as a direct gateway

Operation mode Frequency Share of direct 
Rateway users

Share of all 
Rateway users

Exports 6 75 % 40%
Physical Roods 4 50% 27%
Projects (systems) 2 25 % 13%

Investments 2 25% 13%
Production unit 1 13% 7 %
Sales unit 1 13 % 7 %

Technical assistance 2 25 % 13 %
Marketing assistance 1 13 % 7%
Financing 1 13 % 7%

Most of the direct gateway users had used a Spanish production unit for the Latin 

American operations. Only two companies had a sales office in Spain and no local 

production. In Latin America, three of the companies had sales units, one was building up 

local production, two operated through agents, and two had no own presence. The target 

markets for the gateway operations were Latin America in general (5 cases), Brazil (2), 

Mexico (1) and Venezuela (1).

4.1.2 Indirect gateway

Company data

No clear patterns could be found in the data about the companies using Spain as an 

indirect gateway to Latin America, except that relatively many of them were service 

providers, as shown in Table 12. It is hardly surprising that these service companies 

happen to supply or operate in banking, energy and insurance sectors, which are among 

the Spaniards’ strongest businesses in Latin America.

Only in one case was the gateway not active, whereas six companies still use Spain as an 

indirect gateway to Latin America. However, the use of the indirect gateway was 

significant to one company only. Three companies said that the use of Spain as an 

indirect gateway was very sporadic and not that important, and for three companies it had 

only occasional importance.
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Table 12. Company data on the indirect gateway users

Sector Frequency Sales object Frequency Turnover 1999
FIM (million)

Metal 2 Physical goods 4 263
Banking 1 Services 3 2 259
Electronics 1 3 688
Forestry 1 4 328
Insurance 1 9 472
Transportation 1 11 277

19 924

Why has Spain been used as an indirect gateway to Latin America?

The majority of the indirect gateway users took advantage of the strong presence of 

Spanish companies in Latin America, as shown in Table 13. Spanish know-how of doing 

business in Latin America had also been a motive to use the Spanish gateway. The 

advantages gained through the use of the indirect gateway strategy included access to 

markets in three cases, efficient sales efforts in two cases, and risk sharing as well as 

synergies in one case each.

Table 13. Motives for using Spain as an indirect gateway

Background reason Advantages Frequency Share of indirect 
gateway users

Share of all 
gateway users

Presence of Spanish 
firms in Latin America

Access to markets, 
risk sharing, synergies 5 71 % 33%

Market know-how Efficient sales 2 29% 13%

How has Spain been used as an indirect gateway to Latin America?

As shown in Table 14, the most common way of using Spain as an indirect gateway to 

Latin America among the studied Finnish firms was piggy-backing. That is, distributing 

the products through a Spanish company, which was used by two companies selling 

physical goods and by two service providers. The piggy-backed services also included a 

cooperative element, but the operations were closer to piggy-backing and categorized as 

such. Two companies cooperated sporadically with Spanish companies, and in one case a 

Spanish marketing manager was hired to do business in Latin America. The target
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markets for the indirect gateway operations were Latin America in general (5), South- 

America (1), and Cuba (1).

Table 14. Ways of using Spain as an indirect gateway

Operation mode Frequency Share of indirect 
gateway users

Share of all 
gateway users

Piggy-backing 4 57% 27 %
Cooperation 2 29% 13%
Managerial resources 1 14% 7%

Only two of the indirect gateway users did not have a unit in Spain anymore. Four 

companies had a sales unit and one firm a production unit. In six cases the gateway 

operations were controlled directly from Finland and in one case from the United States. 

Using Spain as an indirect gateway was relevant also when the company was directly 

present in Latin America. Only two of the companies did not have any other presence in 

Latin America except their Spanish partner, while three firms had sales units, one 

operated through had agents, and one had a branch office.

4.2 Case studies

This section presents the analyses of the three case companies selected for in-depth 

interviews. Each company will be dealt with separately by describing the company, its 

international activities in general, the Spanish and Latin American operations in more 

detail, and then analyzing the environmental factors conducive to the use of the Spanish 

gateway as well as the methods, advantages and disadvantages of the gateway strategies. 

We will begin with Industrial Insurance and its indirect gateway strategy, and then 

continue to the direct gateway strategies of Kemira Chemicals and Tecnomen.
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4.2.1 Industrial Insurance

4.2.1.1 Company background

Industrial Insurance is a service company specialized in insurance of internationalized 

companies and their risks. It is the undisputed market leader in its segment in Finland, 

with a clientele of approximately 500 large-scale industrial groups, including global 

clients such as Nokia and UPM-Kymmene. Industrial Insurance’s core areas of know

how are forest industry, power generation, construction, metal, information technology, 

chemical and food industries, and logistics and transportation.

Industrial Insurance’s risk management solutions contain an integrated package, which 

include risk analysis, loss prevention, insurance solutions and the management of 

possible loss situations. These packages are also offered across geographical borders 

covering the whole logistic chain of the customers. In addition to providing insurance and 

risk management solutions, Industrial Insurance has in the past few years developed legal 

risk management services for its client companies.

In 1999, Industrial Insurance wrote EUR 307 million worth of gross premiums and 

generated an operating profit of EUR 188 million. The average number of personnel in 

1999 was 498. Until the end of 2000, Industrial Insurance was a wholly-owned subsidiary 

of Sampo Insurance Company Pic (Sampo Group) listed on the Helsinki Stock Exchange. 

Sampo Group was the leading life and non-life insurer in Finland with a turnover of EUR 

2 540 million, EUR 1 425 million worth of gross premiums written, an operating profit of 

EUR 565 million, and a total balance sheet of EUR 6 726 million in 1999. Personnel at 

the end of 1999 reached 4 536, of which 3 514 worked in Finland and 1 022 abroad.

In October 1999, Sampo Group signed a letter of intent with Leonia, the second largest 

banking group in Finland, according to which the companies merged on 31.12.2000 

creating the new Sampo-Leonia Group. Sampo-Leonia’s vision is to be the leading full- 

service financial group in Finland and to grow in core businesses along the Baltic Rim.
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The new Sampo-Leonia Group’s pro forma balance sheet on 30.09.2000 stood at EUR 32 

billion. In December 2000, the Sampo-Leonia Group announced the purchase of the 

Finnish Mandatum Bank. In January 2001, the new CEO of Sampo-Leonia informed that 

the company does not intend to sell new insurance abroad anymore. It is a major strategic 

change and led to the resigning of the managing directors of Industrial Insurance and its 

British subsidiary. The name of the company was changed into Sampo in February 2001.

4.2.1.2 International operations

Industrial Insurance was established in 1890 by the Finnish forestry industry and its roots 

still lie firmly in Finland. The company’s headquarters are located in Helsinki, but as a 

result of organic growth, acquisitions and the establishment of various services entities, 

Industrial Insurance’s own office network now covers almost whole Northern Europe, an 

area it sees as its domestic market. Elsewhere in the world, Industrial Insurance serves its 

clients through a global network of co-operation partners covering about 70 countries in 

all continents.

Before the end of the 1980s, Industrial Insurance had some sporadic international 

operations, for which it mainly used a network of insurance companies called the 

International Network of Insurance. Industrial Insurance’s real internationalization started 

in 1987-1988, when an internationalization strategy was formulated and a division for 

international operations founded. Industrial Insurance was pulled to the international 

markets, because many of its customers were internationalizing and wanted the same 

insurance and risk management services also abroad. The growth potential in Finland was 

also limited in Industrial Insurance’s sector and the company looked for more growth in 

the international arena.

Industrial Insurance started its internationalization in cooperation with the Swedish 

insurer Trygg-Hansa. In 1992, the two companies founded Hansa Industrial, an insurer 

and a holding company for their European operations with headquarters in the 

Netherlands. In the same year, Hansa Industrial established offices in Germany and
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England. In addition, Industrial Insurance and Trygg-Hansa bought shares of Home 

Insurance Company in the United States in 1992, which not only gave access to the US 

market, but also to an established network of insurance companies worldwide. In the 

beginning of the 1990s, Industrial Insurance and Trygg-Hansa also established an 

insurance company in Estonia.

In 1995, Industrial Insurance sold its shares of Home Insurance Company and the 

Estonian insurer to Trygg-Hansa. However, Industrial Insurance bought Trygg-Hansa out 

of Hansa Industrial in 1996 and started to strengthen its own presence in the strategic 

European markets. In 1996, Industrial Insurance’s representative office Sampo 

Industriförsäkring AB commenced its operations in Sweden. In 1999, Industrial 

Insurance entered the Polish market and expanded the operations later the same year. In 

1999, an office in Belgium was founded and, in 2000, the operations in Germany, 

Sweden and England were further expanded through acquisitions. There have also been 

talks about an office in China.

Industrial Insurance’s own office network now covers Finland, Sweden, Germany, 

Holland, Belgium, England, Poland, and Russia. Northern Europe and the Baltic Rim is a 

natural home market for Industrial Insurance, because most of its clients’ investments are 

located in the region. Elsewhere in the world, Industrial Insurance serves its clients 

through an international network of cooperation partners, which covers about 70 

countries in all continents. The cooperation partners are usually large and solid 

international insurers with a presence in various countries. In the 1990s, the share of 

Industrial Insurance’s gross premiums written abroad grew strongly. The new operating 

scenario means that some 40 per cent of Industrial Insurance’s gross premiums are 

written abroad, and that 30 per cent of the personnel are non-Finnish working outside 

Finland. The large majority of Industrial Insurance’s customers outside Finland are 

foreign companies with no connections to Finland.
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4.2.1.3 Spanish and Latin American operations

Spain

Industrial Insurance entered the Spanish market for the first time in 1993 insuring a 

Finnish-owned paper board mill. The insurance was effected in cooperation with Unión y 

Felix, which was the Spanish partner in Industrial Insurance’s international network at 

that time. Unión y Fénix has since then been Industrial Insurance’s cooperation partner in 

Spain, although the company has changed its name two times as a result of acquisitions 

first by the French AGF, and the subsequent acquisition of AGF by the German Allianz. 

In 1997, however, Industrial Insurance reached an agreement on cooperation with 

Mapfre, another Spanish insurance company, which is now Industrial Insurance’s official 

cooperation partner in Spain.

Latin America

The underlying reason for the agreement with Mapfre was not cooperation in the Spanish 

market. Industrial Insurance’s relationship with AGF-Unión y Fénix was working well 

and there was no need for a new partner in the Iberian Peninsula. Instead, Industrial 

Insurance was looking for access to the growing Latin American markets, because some 

of its customers were expanding their operations into the region. Industrial Insurance 

could not serve its customers in the Latin American markets directly from Finland, 

because local laws prohibit buying insurance from abroad, Peru being the only exception. 

The legal restrictions are usually very definite and severe and insurance must be provided 

by companies with a license to operate in the country in question. Operating through a 

cooperation partner was the natural solution for Latin America, because the markets were 

too distant and small for direct presence.

Mapfre is a large and solid Spanish insurer with an extensive presence and the needed 

licenses to operate in Latin America. Mapfre is especially strong in South-America with 

own offices in every country in the continent except Bolivia and Ecuador. In Central
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America, Mapfre operates mainly through joint ventures. In Mexico it has an own office. 

In fact, Mapfre is the biggest foreign insurance company in Latin America, if not the 

biggest of all. In addition, Mapfre is financially very solid with an international credit 

rating of AA+, which is very important in developing countries like those of Latin 

America. With these characteristics Mapfre was the first company Industrial Insurance 

considered as a potential partner for Latin America.

The cooperation with Mapfre in Latin America in practice means that Mapfre arranges 

the insurance for Industrial Insurance’s clients and then reinsures in Industrial Insurance. 

That is, Mapfre organizes the insurance directly with the customer, but then transfers the 

risk and the insurance payments to Industrial Insurance, who pays a commission for the 

service. The cooperation between the companies is graphically illustrated in Figure 14. In 

addition to arranging the insurance, Mapfre also provides technical risk management 

services like fire security inspections for Industrial Insurance’s clients and informs 

Industrial Insurance of market developments in Latin America.

Figure 14. Industrial Insurance - Mapfre cooperation

Commission
Piggy-backing Risk

Insurance payments

Latin American 
operationsLatin America

Industrial Insurance

Mapfre

Industrial Insurance is very satisfied with the cooperation with Mapfre in Latin America. 

Mapfre’s extensive network of offices does not cover all Latin American countries, but it 

has always been able to arrange insurance for Industrial Insurance’s customers 

everywhere in Latin America from the largest market Brazil to the small Central 

American and Caribbean countries. In Central America and the Caribbean, the companies 

used are either former Mapfre-companies, partly owned by Mapfre or Mapfre’s
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longstanding cooperation partners. Although Industrial Insurance mainly deals with 

Mapfre’s Latin American offices, which are quite independent, Mapfre’s headquarters are 

also informed of the arrangements in Latin America by sending copies of the 

correspondence to Madrid.

The fact that Mapfre is a Spanish company is also very important for the success of the 

cooperation. In Europe, legal and other practices in the insurance business are similar, the 

companies have a similar way of thinking and they use the same terminology and “speak 

the same language”. Cooperating in Latin America with a Japanese or an American 

company, for example, would be difficult because of the differences in the insurance 

practices. Besides, compared to the Americans, for example, the Spanish have the 

advantage of knowing the Latin culture, which makes cooperation with a Spanish 

company much more efficient. The fact that Finland, like Spain, is a member of the 

European Union and in the euro-zone further facilitates the interaction. In addition, 

Industrial Insurance’s and Mapfre’s similar backgrounds, ideologies and philosophies as 

well as the cultural similarities between Europeans have resulted in fluent communication 

and warm personal relationships between the two companies.

The only Latin American countries where Industrial Insurance’s clients currently have 

production units are Brazil and Mexico, which are also the most important markets for 

Industrial Insurance in the region. Industrial Insurance’s customers have also had big 

projects in Argentina, Chile, Venezuela and Columbia. Also the small Central American 

and Caribbean countries like Honduras, Panama, El Salvador, Dominican Republic and 

Guatemala are important. The real potential, however, is in Brazil and Mexico. In 

monetary terms Latin America is not a very important market for Industrial Insurance, 

especially because Brazilian reinsurance cessions out of the country are strictly controlled 

by the national reinsurance monopoly, IRB.

In any case, Industrial Insurance needs to operate also in Latin America. Arranging the 

insurance and risk management services for the clients also in “difficult” countries, which 

do not generate a lot of premium, is critical for maintaining the big global clients in the
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larger volume European markets. The yearly volume of Industrial Insurance’s business in 

Latin America is highly volatile, because Industrial Insurance’s clients’ operations are 

often large, one-time projects. The insurance premiums from Latin America in 2000 are 

estimated to be around FIM 3 million. Earlier, the yearly volume has amounted even up 

to EUR 1 million.

Nevertheless, the importance of Latin America for Industrial Insurance is growing. More 

and more Industrial Insurance’s customers are expanding into the region and the market 

is seen as a real potential. The business will hardly ever grow so big as to justify an 

underwriting presence in Latin America, but the company is thinking about the 

possibility of establishing a representation in the region. Some of Industrial Insurance’s 

customers have asked for a more direct presence in Latin America, and the merger 

between the Sampo Group and Leonia and the acquisition of Mandatum by Sampo- 

Leonia has also given Industrial Insurance more capacity and necessity to think about it. 

However, according to a recent announcement by the new top management of Sampo, the 

company will no longer insure abroad, which casts a serious doubt on any involvement in 

Latin America.

The cooperation with Mapfre is working well, but by establishing a non-underwriting 

representation in Latin America Industrial Insurance could directly serve as a liaison 

between the company, the clients and the brokers, and thus improve customer service. 

Industrial Insurance knows its own customers and their way of thinking and would be the 

best company to provide tailor-made services for them. Direct presence in the market 

would also make coordination of the operations more efficient. Taking care of the 

business is now somewhat difficult, because it is a demanding task to recognize the 

relevant and right information from all the data that is coming from the market through a 

middleman. The possible representation would not write direct insurance, which would 

still be done by Mapfre, but instead take a coordinating function between Industrial 

Insurance, Mapfre and the customers. It would concentrate on the problem issues, 

following the market developments, marketing the services, and acting as a cultural 

interpreter.
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4.2.1.4 Analysis of the findings

Industrial Insurance started an active internationalization at the end of the 1980s. Growth 

potential in Finland was limited and Industrial Insurance needed to look for growth in the 

international markets. In addition, most of its customers were internationalizing and 

increasingly asked for insurance and risk management services for their international 

operations. Industrial Insurance decided to follow the customers in order not to lose them 

at the domestic market and to look for more growth.

The internationalization strategy has been cautious and Industrial Insurance has 

concentrated on providing those insurance and risk management services it knows best in 

its core areas of know-how, like the forest industry. The main international markets for 

Industrial Insurance are the countries of Northern Europe (Western Europe north of Paris) 

and the Baltic Rim, where most of its customers also operate. In these markets, service is 

provided through own offices. Elsewhere in the world, Industrial Insurance serves its 

clients through an international network of cooperation partners.

Environmental factors

Latin America is clearly out of Industrial Insurance’s main international market area and 

not among the priorities for its international operations. The number of Industrial 

Insurance’s customers and the resulting business potential in Latin America, although 

growing, has been quite limited. However, many of Industrial Insurance’s customers have 

been expanding also into Latin America and, for defensive reasons, Industrial Insurance 

has had to follow them. In monetary terms Latin America is a small market for Industrial 

Insurance, but critical for maintaining the big global customers back at the main markets 

in Europe.

In this context, using the international network and operating in Latin America through a 

cooperation partner was a natural choice for Industrial Insurance. Industrial Insurance 

was used to utilize foreign companies as cooperation partners in international markets
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and it was its explicit policy for markets like Latin America. Furthermore, the Latin 

American markets were too small and distant for an own office. The volume of business 

would not have paid back the big investments necessary for a direct presence. In addition, 

the Latin markets have always been considered difficult and Industrial Insurance would 

not have had the necessary competence to operate in Latin America. On the other hand, 

operating directly from Finland was not an option, because legal restrictions in the Latin 

American countries, except Peru, prohibit buying insurance from abroad.

Industrial Insurance then only had to find a suitable partner for Latin America. The 

problem in developing countries is that there are usually no insurance companies, which 

would be rated by international credit agencies. This was also the case in Latin America. 

There were no local companies with an international rating, which in the insurance 

business is very important. The rating is an assessment of the companies’ capital 

adequacy and solvency. In addition to being well rated, Industrial Insurance prefers 

partners with operations in many countries. It enables faster and easier expansion of the 

network.

Industrial Insurance’s choice as the cooperation partner in Latin America was the Spanish 

Mapfre, which is the biggest foreign insurer in the region, and maybe the biggest of all 

with an excellent rating of AA+. Mapfre had already established an extensive network of 

offices and “amigos” in Latin America and had an excellent know-how in operating in 

the Latin American insurance markets.

The fact that Mapfre was a Spanish company was not critical; the partner could have 

been of any nationality if it had met Industrial Insurance’s criteria. However, it is not just 

a mere coincidence that the best cooperation partner for Latin America in the insurance 

business happened to be from Spain. Spanish companies are very strong in Latin 

America, especially in the banking and finance, telecommunications and energy sectors. 

With Mapfre, the Spanish presence in the insurance business is also very strong.
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As a Spanish company Mapfre has the natural advantage of sharing the same language 

with all of the Latin American countries, except Brazil. The Spanish and Latin American 

cultures are similar in other aspects as well. This gives Mapfre and other Spanish 

companies an edge in doing business in Latin America, where personal relationships and 

being an “amigo” is often decisive in business relations.

The fact that Mapfre is a Spanish company facilitates the cooperation, because insurance, 

legal and other practices are similar between European companies. They use the same 

terminology and “speak the same language”. Spain and Finland are both also EU and 

euro countries, which further facilitates the interaction. In addition, communication and 

personal relationships are fluent between Europeans because of cultural and mentality 

similarities. These advantages are not limited to Spain, however, and would be relevant 

with other EU and euro countries as well.

Method

Industrial Insurance uses Spain as an indirect gateway by operating through Mapfre 

directly in the Latin American markets without any involvement of a Spanish unit. 

Mapfre represents Industrial Insurance in Latin America and underwrites the insurance 

for the customers, but then transfers the risk and insurance payments to Industrial 

Insurance. Nonetheless, Industrial Insurance is also involved in arranging the insurance, 

because it knows the customers. Thus, the operation mode could be classified as a 

mixture of piggy-backing and cooperation. Industrial Insurance did not follow the 

traditional entry, penetration, escalation pattern, although it had started operations in 

Spain four years earlier before entering Latin America. The Spanish market was entered 

by cooperating with Unión y Fénix, and the same operation mode has been used ever 

since with no deeper commitments.
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Advantages

By cooperating with Mapfre, Industrial Insurance got a rapid access to practically all 

Latin American markets. Taking care of the business alone from Finland would have 

been impossible because of the legal restrictions. On the other hand, the distant Latin 

American markets did not justify direct presence either. Using the indirect gateway gives 

Industrial Insurance a flexible opportunity to learn about the markets and to operate in 

Latin America without taking big risks. These experiences could prove to be useful in the 

future, if Industrial Insurance decides to expand its presence in Latin America. With its 

experience and an extensive network of offices and partners in the region, Mapfre also 

has an excellent know-how of operating in the Latin American markets. Being able to use 

this know-how, Industrial Insurance has been able to arrange insurance for its customers 

even in the smallest Latin American countries.

Disadvantages

Using the indirect gateway in the Latin American operations also has its disadvantages. 

In Industrial Insurance’s case the disadvantages are of a general nature concerning the 

use of gateways as such, not specifically related to Mapfre, Spain or Spanish companies. 

In fact, Industrial Insurance is very satisfied with the cooperation with Mapfre. Compared 

to direct presence, however, Industrial Insurance now has a middleman between the 

company and the clients. Customer service and coordination of the operations are not as 

efficient as they could be with a direct presence. A middleman also creates inefficiencies 

in information flow and in following the market developments.

To conclude the analysis on Industrial Insurance, the main findings of the case are 

summarized in Table 15. It lists the environmental factors that were conducive to the use 

of the Spanish gateway, the way the gateway is used as well as the advantages and 

disadvantages of the strategy.
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Table 15. Main findings of the Industrial Insurance case

Environmental factors Method Advantages Disadvantages

Legal restrictions Indirect
Rapid access to 

practically all Latin 
American markets

Customer service 
and coordination of 

operations not optimum

Small, difficult 
and distant market

Piggy-backing/ 
cooperation 
with Mapfre

Access to market 
know-how

Following of 
market development 

not optimum
Linguistic and cultural 
connections between 

Spain and Latin America

Opportunity to more 
learn about the target 
markets with low risk

Inefficiency of 
information flow

Similar business practices 
between European firms

Cultural similarities 
between Europeans

EU and euro membership

4.2.2 Kemira Chemicals

4.2.2.1 Company background

Kemira is an international chemical group whose core businesses are water treatment 

chemicals, pulp and paper chemicals and paints as well as fertilizers and industrial 

chemicals. The Kemira Group is divided into four main business areas: Kemira 

Chemicals, Tikkurila, Kemira Agro and Kemira Pigments. Other companies in the Group 

include Kemira Metalkat and Kemira Safety. In 1999, the Kemira Group’s net sales were 

EUR 2 526 million, generating an operating income of EUR 111 million. The average 

number of personnel in the Group in 1999 was 10 743, of which 5 090 (47 %) were 

working in Finland. The balance sheet totaled EUR 2 603 million in 1999. The Finnish 

State was Kemira’s biggest shareholder in 1999 with 53,4 % of the stocks.

Kemira Chemicals is a major producer of chemicals for the pulp and paper industry and a 

manufacturer of other industrial chemicals. It is also the leading European manufacturer 

of water treatment chemicals. Kemira Chemicals is the Kemira Group’s second largest 

business area by sales, but by far the most important business as to the operating income. 

Kemira Chemicals’ net sales in 1999 were EUR 697 million, or 26 % of the Kemira
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Group’s net sales, while the operating income of EUR 83 million represented 75 % the 

Group total. The average number of personnel working for Kemira Chemicals in 1999 

was 3 138 people, or 29 % of the Group total.

Kemira Chemicals is divided into three strategic business units: Pulp & Paper Chemicals, 

Kemwater and Industrial Chemicals. Fine Chemicals is another Kemira Chemicals unit. 

The Pulp & Paper unit produces chemicals for the pulp and paper industry, Kemwater 

water treatment chemicals, and Industrial Chemicals various chemicals for other 

industries. Fine Chemicals’ main business is the life sciences product line. Pulp & Paper 

Chemicals is the biggest unit of Kemira Chemicals with net sales of EUR 326 million, or 

43 % of the company total. Industrial Chemicals’ EUR 256 million accounted for 34 %, 

Kemwater’s EUR 145 million for 19 %, and Fine Chemicals’ EUR 30 million for 4 % of 

Kemira Chemicals’ net sales in 1999.

4.2.2.2 International operations

The Finnish State founded Kemira already in 1920, but the company’s international 

operations were not began until the 1960s when it exported small amounts of titanium, 

fertilizers and paints. The internationalization process started to accelerate at the end of 

the 1970s, however, when internationalizing competition forced Kemira to the global 

arena. Kemira started to increase exports and founded sales units across the world at a 

fast pace. By the year 1990, already 73 % of the Kemira Group’s net sales were generated 

outside Finland and the company had production facilities in nearly 20 countries in 

Europe, North America and Asia. At the moment, the Kemira Group has units in 36 

countries with production facilities in 27 of them. Of the 1999 total sales, 82 % were 

generated outside Finland, exports from Finland accounting for 20 % and operations 

abroad for 62 %. Over half (53 %) of the Kemira Group’s personnel worked abroad in 

1999.

Kemira Chemicals internationalized along with the rest of the Group in the 1980s and has 

continued to internationalize especially fast in the 1990s. In 1994, Kemira Chemicals had
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production facilities in 14 countries in Europe and North America, and 76 % of the 

turnover was generated outside Finland. In 1995, Kemira Chemicals acquired a company 

with a production unit in Poland and established joint ventures for production in Malaysia 

and Brazil. In 1996, it acquired three manufacturing companies in Rumania. In 1997, 

Kemira Chemicals acquired an Italian company, bought a 40 % share of a production unit 

in the Philippines and founded a sales unit in Austria. In 1998, Kemira Chemicals bought 

a production unit in South Korea, and 51 % shares of production plants in Mexico and 

Turkey. In 1999, Kemira Chemicals founded a sales unit in Hungary and, in 2000, bought 

a 49 % share of a joint venture in China. At the end of 1999, Kemira Chemicals had 

production units in 24 countries in Europe, North America, Asia and South America.

The internationalization of Kemira Chemicals is likely to continue strongly in the future. 

In 1999, the Kemira Group formed a new strategy, according to which pulp and paper 

chemicals and water treatment chemicals, all produced by Kemira Chemicals, are core 

businesses of the whole Group. The new strategy gives Kemira Chemicals more 

resources and capacity for international expansion. The yearly growth targets for the Pulp 

& Paper and Kemwater business units are set to 20-30 %, which means that organic 

growth is not enough and that acquisitions will be made in the future. With stronger 

backing from the Group, Kemira Chemicals is now better equipped for larger acquisitions 

than the FIM 200-300 million deals made this far. Moreover, no market is too distant for 

Kemira Chemicals anymore.

4.2.2.3 Spanish and Latin American operations

Spain

Kemira Chemicals entered the Spanish market in 1989 by buying a Swedish company 

called Boliden Kemi AB, whose foreign subsidiaries included the Spanish Aliada 

Química. In 1992, when Aliada Química bought its competitor Prodecros, the name of 

the company was changed into Kemira Ibérica S.A. Formally, Kemira Ibérica is still a 

wholly-owned subsidiary of Kemira Kemi AB (former Boliden Kemi), which, however,
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does not have any significance in practice, because Kemira Kemi for its part is a wholly- 

owned subsidiary of Kemira Chemicals.

Like Kemira Chemicals in general, Kemira Ibérica has three separate business units: 

Kemwater, Pulp & Paper Chemicals and Industrial Chemicals. Kemwater produces 

chemicals for water treatment and purification and is by far the most important business 

unit for Kemira Ibérica representing 55 % of the sales volume of the company. In this 

sector, Kemira Ibérica is the absolute market leader in Spain with a market share of 

around 50-60 %. The Pulp & Paper unit, which accounts for 25 % of Kemira Ibérica’s 

turnover, produces chemicals for the pulp and paper industry. In this sector, Kemira 

Ibérica is among the three principal players in the Spanish market. Industrial Chemicals 

concentrates mostly on importing Kemira Chemicals’ other products produced elsewhere 

and distributing them in the Spanish markets. The unit generates 20 % of the total sales of 

Kemira Ibérica. By including a wide range of products, Kemira Ibérica’s share of the 

Spanish markets is naturally quite small in this sectors. In addition to Kemira Chemicals’ 

products, Kemira Ibérica also imports and distributes some of Kemira Pigment’s and 

Kemira Agro’s products in Spain.

Kemira Ibérica has grown very rapidly. Whereas the 1992 sales were around ESP 2 700- 

2 800 million and about ESP 5 500 million in 1998, the estimated turnover for 2000 is 

ESP 7 500 million. The headquarters of Kemira Ibérica are located in Barcelona, 

currently employing 89 persons, all of them being locals, including the management. 

Three of the five factories in Spain are located in Cataluña, one in Cantabria and one in 

Sevilla.

Successful operations in Spain have enabled Kemira Ibérica’s expansion into foreign 

markets. The company operates units in the neighboring countries of Portugal, Italy and 

Algeria, and exports to France and Brazil. In Portugal, Kemira Ibérica Internacional owns 

74 % of a manufacturing company called Aliada Química de Portugal Lda. In Italy, 

Kemira Ibérica operates a wholly-owned production unit called Kemira Chimica S.p.A. 

In Algeria, Kemira Ibérica owns 40 % of Kemira Algerie, which concentrates on
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distributing Kemira Ibérica’s chemicals produced in Spain. However, local production in 

Algeria will probably be started in the future. Kemira Ibérica’s main export market at the 

moment is Brazil. In 2000, Kemira Ibérica’s sales in Brazil are estimated to have reached 

up to around ESP 1 000 million. Kemira Ibérica also exports small amounts to the 

southern parts of France, because its factories are much closer to those markets than 

Kemira France’s facilities in Lauterbourg, North of France.

Latin America

The Kemira Group entered the Latin American markets relatively early in its 

internationalization process, for El Salvador and Venezuela were among the five most 

important markets for Kemira’s fertilizer exports in 1980. However, a real expansion into 

Latin America started 15 years later when, in 1995, Tikkurila opened a sales office in 

Brazil. The next year, Tikkurila also got hold of a production unit in Uruguay through an 

acquisition of an Italian company.

Kemira Chemicals also made its first bigger move in Latin America in 1995. At the end 

of 1995, Kemwater decided to establish a 40 % joint venture in Sao Paolo, Brazil, with a 

Brazilian company called Tibras (Titano do Brasil) in order to get access to the rapidly 

growing South-American markets. Kemwater contributed the technology and Tibras 

supplied the raw materials and took care of the distribution in the joint venture that was 

named Kemwater Brasil S.A. Later on, a US company, American Millennium Inorganic 

Chemicals, became Kemira Chemicals’ partner as it acquired Tibras. The next year, 

Kemwater enlarged its share of the joint venture to 51 % and started to expand the 

production facilities. In the beginning of 2000, Kemwater Brasil began the building of a 

second factory producing water treatment chemicals in Salvador, Brazil. With this 

investment worth of EUR 3,1 million, Kemwater will become the market leader in water 

treatment chemicals in Brazil.

In 1998, Kemwater also set up a joint venture in Mexico for the production of water 

treatment chemicals with PJ. Ensio S.A, a company led by a Finn. Kemwater holds 51 %
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of this joint venture, which is called Kemwater de Mexico S.A. de C.V. In 2000, Pulp & 

Paper Chemicals started to build a factory in Brazil producing paper chemicals thereby 

strengthening its market position in South-America considerably. The turnover of this 

plant is expected to reach EUR 9 million in the first few years. In addition, Kemwater is 

currently looking for at least one target in Argentina for an acquisition that will probably 

be made in 2001. An acquisition in Brazil is also under consideration.

Kemira Ibérica’s role in Latin America

Kemira Ibérica has been involved in Kemira Chemicals’ expansion to Latin America 

from the very beginning. Kemira Chemicals’ first equity operations in Latin America 

were Kemwater’s joint ventures in Brazil in 1995 and in Mexico in 1998. Since 

Kemwater’s headquarters are located in Sweden, the Swedes have been in charge of these 

projects. However, Kemira Ibérica has actively cooperated with the Swedes in these 

operations by sending staff to exhibitions, congresses and trade fairs to give technical and 

marketing support. In addition, Kemira Ibérica’s experts are involved in the construction 

of the second Kemwater factory in Brazil as project leaders.

Along with a supporting function, Kemira Ibérica has also taken a more leading role in 

Kemira Chemical’s operations in Latin America. In fact, the Latin American expansion 

of the Pulp & Paper business of the whole Kemira Chemicals is managed by Kemira 

Ibérica. Although Kemira Chemicals had exported and still exports small amounts of 

some specific pulp and paper chemicals from Finland to Latin America, Pulp & Paper 

business in Latin America in a significant scale was started by the initiative of Kemira 

Ibérica.

The Pulp & Paper operations started when Kemira Ibérica made some experiments in 

Brazil for a company called Klabin, the number one paper producer in South America. 

The experiments with a product that Kemira Ibérica itself had developed were successful, 

and Kemira Ibérica started exporting the product to Klabin from its factory in Tarragona, 

Spain. Even though Kemira had to transport the goods for several thousands of
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kilometers it was able to displace its competitor, Hercules, that was producing locally in 

Brazil. Klabin then made a purchasing agreement with Kemira Ibérica agreeing to buy a 

determined amount of products per year. With the contract Klabin was inviting Kemira 

Ibérica to invest in a production unit in Brazil, because it was clear that transporting the 

goods all the way from Spain was very expensive.

Exporting from Spain to Brazil was successful, but it would not have been sustainable. 

Like always in new markets, Kemira Ibérica commenced the operations by exporting 

with very low margins to get the business started and, after a minimum volume was 

captured, it then moved on to local production. In the chemicals business local production 

is a necessity, because low value products can not be transported competitively. Kemira 

Ibérica’s products cost around US$ 1,0-1,25 / kilo and, although competitive in Spain, 

transport costs make them too expensive in Latin America.

With the support and resources of Kemira Chemicals’ headquarters in Finland, Kemira 

Ibérica decided to build a factory just beside Klabin’s huge production facilities in Brazil. 

The new production plant in Brazil will produce exactly the same as its counterpart in 

Spain. While the factory is still under construction, Kemira Ibérica supplies Klabin by 

exports from Spain. The construction project is led by Kemira Ibérica’s director of 

production, but Kemira Chemicals is looking for a person who would speak Portuguese 

and have experience in working in Brazil to take over the management. Expatriate 

managers from inside the Kemira Group will probably be used to lead the new unit 

through the critical first couple of years and to create the conditions for local 

management to step in charge, which is the normal procedure in the Kemira Group.

In the future, the idea is to use the Brazilian operation as a basis for further expansion of 

Kemira Chemicals’ Pulp & Paper business in Latin America. The Argentine and Chilean 

pulp and paper industries are quite significant and will most likely be the first target 

markets for exports from the new factory in Brazil.
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To clarify the case, Kemira Ibérica’s involvement in Kemira Chemicals’ operations in 

Latin America is illustrated in Figure 15.

Figure 15. Kemira Ibérica in Latin America
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It is not a coincidence that Kemira Ibérica took the initiative in the Latin American 

expansion of the Pulp & Paper business. Kemira Ibérica not only had developed a good 

product, but was also looking for growth in new markets. The company was already 

successfully operating in the neighboring countries of Portugal, Italy, Algeria and France, 

which are usually the first markets where Spanish companies start their international 

operations. After that, the next target markets are often the largest and the most advanced 

Latin American countries, especially Brazil, Mexico, Argentina and Chile. These markets
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offer great growth potential and, because of linguistic and cultural connections, are like 

domestic markets for the Spaniards.

The Spanish language and the cultural similarities between Spain and the Latin American 

countries have in fact been Kemira Ibérica biggest advantages over other Kemira 

Chemicals’ units in Latin America. It is admitted at Kemira Ibérica that the Spanish and 

Latin American business cultures and practices are not exactly the same, but they are 

close enough for both parties to understand each other. There are no radical differences in 

the cultures or mentalities, which offers a good basis for mutual understanding and 

successful interaction. The Spanish language has also been a great help, even in Brazil 

where the official language is Portuguese. The Spanish and the Brazilian usually 

understand each other quite well, and language has never been a problem for Kemira 

Ibérica in Brazil. Moreover, many Brazilians speak “Portuñol”, a mix of Portuguese 

(portugués) and Spanish (español), which further facilitates communication.

Moreover, the favorable image of Spain and the Spaniards in Latin America has given 

Kemira Ibérica a good starting point for the operations in Latin America. Spain’s violent 

conquest of Latin America in the 16th century is felt to be history and the Spaniards are 

generally well thought of in Latin America. At least in Kemira Ibérica’s dealings with the 

Brazilians and the Argentines mutual feelings have been very positive and the Spaniards 

have been considered trustworthy and hardworking. The Latin Americans have also 

shown appreciation for the investments the Spanish companies have made in the region 

in the past few years and have proactively contacted also Kemira Ibérica when searching 

for cooperation partners.

The general awareness of the business potential in Latin America and the know-how of 

operating in the region have also increased strongly in Spain lately. The big Spanish 

groups like Telefónica, BBVA, BSCH, Endesa, Iberdrola and Repsol have invested 

heavily in the Latin American countries, leading the way for other Spanish companies 

like Kemira Ibérica
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Successful expansion into the neighboring countries of Europe and to Latin America has 

given the top management of Kemira Chemicals more confidence in Kemira Ibérica. At 

the moment the managing director of Kemira Ibérica is also in charge of the acquisitions 

and business development of Kemwater for the whole Kemira Chemicals, which means 

that Kemwater’s acquisitions and expansions in Latin America are managed from 

Barcelona. The management of Kemira Ibérica has already been searching for new 

acquisition targets in Argentina and Brazil. In addition, Kemira Ibérica’s responsibilities 

in Latin America might be expanded even further. The President of Kemira Chemicals 

has already informed that he would like the managing director of Kemira Ibérica to be in 

charge of all acquisitions of Kemira Chemicals in Latin America, not just Kemwater.

4.2.2Л Analysis of the findings

Kemira Chemicals and the whole Kemira Group started to internationalize for real at the 

end of the 1970s by increasing exports and establishing sales units around the world. The 

main focus was first Europe, then North America and Asia. Kemira Chemicals had 

exported small amounts to Latin America for a long time, but equity presence in the 

region was established as late as 1995. Kemwater was the first Kemira Chemicals’ unit to 

invest directly in Latin America, when it entered into a minority joint venture in Brazil 

for the production of water treatment chemicals. In 1998, by another joint venture with a 

local company, Kemwater entered the Mexican market. However, Kemira Chemicals had 

not operated a fully-owned unit in Latin America before Kemira Ibérica led the Pulp & 

Paper unit to construct a factory in Brazil.

Environmental factors

As a geographically, economically and especially culturally distant region Latin America 

was for long a marginal market area for Kemira Chemicals. Whereas in Europe and 

North America the company operated fully-owned units, in Latin America the first 

investments were made in joint ventures. Moreover, in the Brazilian joint venture 

Kemwater contributed the technology, whereas the local joint venture partner was in
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charge of the more culturally sensitive distribution. In Mexico, the joint venture partner 

was managed by a Finn, which made the starting of the operations easier. Mental 

similarities between the Finn and the Swedes, who led the project in Kemira Chemicals, 

facilitated communication. However, Kemira Chemicals has also relied on the support of 

its Spanish subsidiary, Kemira Ibérica, in Kemwater’s Mexican and Brazilian operations. 

The Spaniards understand the Latin culture and speak the local language, which has been 

a valuable help especially in the marketing efforts.

While the Swedes were leading Kemwater’s efforts in Latin America, Kemira Ibérica 

managed to convince a large South American paper producer, who offered a purchasing 

agreement and invited Kemira Ibérica to build a factory in Brazil. Given that the product, 

which secured the deal was developed by Kemira Ibérica and produced only in Spain, it 

was natural that the Spaniards would manage Pulp & Paper Chemicals’ expansion into 

Latin America. Furthermore, Kemira Ibérica was already successfully operating in 

Portugal, Italy, Algeria and France, which increased the trust and confidence of Kemira 

Chemicals’ top management.

Compared to Kemira Chemicals’ other units, Kemira Ibérica’s biggest advantages in 

Latin America are the linguistic and cultural ties with the Latin American countries. It is 

much easier for a Spaniard to do business in Latin America, where the language, 

mentality and customs are similar as in Spain, than it would be for a Finn, for example. 

Spain’s good image in Latin America is also an asset that Kemira Ibérica has consciously 

taken advantage of. Despite their violent history in Latin America, the Spaniards have a 

good reputation in Latin America, especially now when the Spanish companies have 

invested huge amounts in the region. The increasing presence of Spanish companies in 

Latin America improves Spain’s gateway position also by promoting the general 

awareness of the business opportunities and the know-how of doing business in Latin 

America.
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Methods

Kemira Ibérica has been involved in all Kemira Chemicals’ investments in Latin America 

one way or another. The Swedes manage the Mexican joint venture from Kemwater’s 

headquarters in Helsingborg, but Kemira Ibérica has always been kept aware of the 

developments in the project. Kemira Ibérica has also collaborated and supported the 

operation by sending its employees to trade fairs, exhibitions and congresses to help the 

Swedes especially with the language and other culturally related issues. In addition, 

Kemira Ibérica has provided technical expertise and support in the expansion of 

Kemwater’s Brazilian joint venture.

Spain as a gateway to Latin America has been even more important for Kemira 

Chemical’s Pulp & Paper unit. After having successfully entered and penetrated the 

neighboring countries in Europe and Northern Africa, Kemira Ibérica actively looked for 

growth in new markets. Latin America was the next natural target for a Spanish company. 

Kemira Ibérica found a customer in Brazil and started exports from Spain. Exporting 

resulted expensive, however, and since there was enough potential for a production unit, 

the headquarters in Finland gave the necessary support and resources. Kemira Ibérica is 

now leading the whole investment project in Brazil.

Kemira Ibérica’s managing director is now also in charge of Kemwater’s acquisitions and 

business development for the whole Kemira Chemicals, which in practice means that 

Kemira Ibérica’s top management in general is involved with Kemwater’s Latin 

American operations. They have, for example, been searching for acquisition targets in 

Latin America as well as visited and negotiated with possible cooperation partners. In the 

future, Kemira Ibérica’s role in Latin America is still likely to increase. The President of 

Kemira Chemicals has informed that he would like Kemira Ibérica to be in involved in all 

acquisitions and investments of Kemira Chemicals in Latin America. It is a clear sign of 

trust in Kemira Ibérica and shows that it has been a successful gateway to Latin America.
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Advantages

Given the linguistic, cultural and business connections between Spain and the Latin 

American countries it was easy for Kemira Ibérica to start operations in the region. Latin 

America is almost like an extension of the domestic market for Spanish firms, and 

adapting to the business environment is usually easy. The Spaniards understand the Latin 

Americans’ language, habits, customs and practices, and are able to work efficiently in 

the markets. This know-how has also made Kemira Chemicals’ operations in Latin 

America more efficient.

Disadvantages

For a chemicals company, geographical distance is the major disadvantage for operations 

in Latin America from Spain. Thousands of kilometers of Atlantic Ocean separate the 

Iberian Peninsula from Latin America, which in the chemicals business it is too much for 

sustainable operations. The chemicals that Kemira Ibérica produces cost around US$ 1,0- 

1,25 / kilo, and can not absorb the transport costs all the way to Latin America without 

losing price competitiveness.

For many companies Brazil is the most interesting country in Latin America, because it is 

by far the biggest economy in the region. However, it is the only Portuguese-speaking 

country in the area and culturally somewhat different from the other Latin American 

countries and Spain, which is a slight disadvantage for Spain’s gateway position. In 

practice it has not been a problem for Kemira Ibérica, however, because the Spanish and 

Brazilian cultures are quite similar after all, and there are no radical differences between 

the two. The Spanish and Portuguese languages are also similar and the Brazilians and 

the Spaniards usually understand each other quite easily.

To conclude, Table 16 provides a summary of the Kemira Chemicals case.
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Table 16. Main findings of the Kemira Chemicals case

Environmental factors Methods Advantages Disadvantages
Distance 

between Finland 
and Latin America

Direct
Smooth entry and 
easy adaptation to 

business environment

Geographical distance; 
transportation costs

Kemira Ibérica’ s 
own initiative

Marketing and 
technical support 
by Kemira Ibérica

Efficient operations
(Brazil is Portuguese 

speaking and culturally 
somewhat different)

The critical 
product produced 
by Kemira Ibérica

First customer in 
Latin America found 

by Kemira Ibérica
Earlier success of 

Kemira Ibérica
Exports by 

Kemira Ibérica
Language and cultural 

similarities between Spain 
and Latin America

Investment project 
led by Kemira Ibérica

Spanish know-how 
of operating in
Latin America

Management of 
acquisitions in
Latin America 

by Kemira Ibérica

4.2.3 Tecnomen

4.2.3.1 Company background

Tecnomen is a Finnish company that develops and markets telecommunication systems 

to teleoperators and service providers globally. Messaging systems and wireless Internet 

solutions are priorities in Tecnomen’s business operations, but the product range also 

includes Intelligent network and wide-area paging systems. In 1999, Tecnomen’s net 

sales of FIM 301,6 million generated an operating profit of FIM 7,1 million, while the 

balance sheet totaled FIM 303,6 million. The average number of personnel during 1999 

was 423. The company was listed on the Helsinki Stock Exchange in 2000.

Tecnomen’s messaging systems include both voice mail and Unified Messaging 

concepts. Unified Messaging service concept combines the voice mail services of both 

mobile and fixed telephone networks, the Internet, and e-mail services into one entity. It 

enables the flexible sending and receipt of messages, since users may personally choose 

time, place, and media to process their messages. For example, a voice mail left in a
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message box may also be received via the Internet and an e-mail application. 

Correspondingly, e-mail may be received as a spoken message by phone using text-to- 

speech conversion, or as a short message sent to a mobile phone. Teenomen’s service 

platform of the wireless Internet solutions product line enables personal messaging, 

entertainment, and communication services either as a separate product or as an 

integrated part of an extensive portal.

Intelligent Network products include prepaid systems and intelligent peripheral 

components. In prepaid systems, the end-user pays for calls in advance by purchasing a 

telephone card equipped with a code that can be used to load a certain sum of money to 

the telephone subscription. This sum is automatically reduced in real time as the call 

proceeds. The intelligent peripheral component is also part of the Intelligent Network, 

tasked to conduct certain routines such as informing end-users about their remaining 

credit or calling time. Tecnomen also develops and markets wide-area paging systems 

that support all major standards. In addition, Tecnomen’s subsidiary, Tecnomen System 

Solutions, designs and supplies equipment and applications for data collection, 

monitoring, and access control.

Tecnomen is a subsidiary of Kyro Corporation. Kyro is an international technology group 

operating in the fields of safety glass production line manufacturing (Tamglass), 

information technology (Tecnomen), and energy (Kyro Power). Kyro was listed on the 

Helsinki Stock Exchange in 1997, but the Group’s history dates back 130 years. In 1999, 

Kyro Corporation’s consolidated net sales totaled FIM 889,7 million, of which 77,6 % 

were generated outside Finland. The consolidated operating result in 1999 was FIM 63,9 

million, and the balance sheet totaled FIM 1 246 million. At the end of 1999, Kyro 

employed 837 persons, of which 305 worked abroad in 20 different customer service 

offices and production plants in Europe, Asia, and the Americas.
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4.2.3.2 International operations

Tecnomen was founded in 1979 and has conducted international operations from the very 

beginning, because its products suit the international markets. Even in the early years, 

when Tecnomen manufactured various small electronic devices and paging systems, the 

company always expected to penetrate new foreign markets. Already by the year 1990, 

Tecnomen had customers in various countries from Europe to Asia. However, it was in 

the 1990s, when Tecnomen started to develop voice mail and later Unified Messaging 

systems, that the company truly globalized and grew in international markets.

By the end of 1999, Tecnomen had delivered systems in more than 50 countries 

worldwide and operated customer service units in 11 countries: Finland, Ireland, 

Germany, Spain, United Arab Emirates, Hong Kong, China, Taiwan, Thailand, Malaysia 

and Brazil. Some of these units were founded when the number of customers and the 

sales volume in that market grew so big that local presence was needed. Others were 

established in order to build a market, without an already existing customer base.

Networking is also an essential part of Tecnomen’s strategy and operating method. The 

international network of partners is utilized in product development, sales, marketing and 

distribution. Tecnomen has signed cooperative contracts with Nokia and Siemens, for 

example, who offer Tecnomen’s products as a part of their own comprehensive system 

deliveries.

4.2.3.3 Spanish and Latin American operations

Spain

Spain with its 40 million inhabitants is among the biggest telecommunications and 

information technology countries in Europe and was the most promising new market for 

Tecnomen in the middle of the 1990s. Because of cultural differences, the Spanish 

market could not be served from existing offices in Finland, Ireland or Germany. The
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way of doing business in Spain was so different from the Northern European countries 

that a local office was deemed necessary for successful operations. In 1995, a right 

person at the right place was found and Tecnomen Spain was founded.

The main objective of the new office was to penetrate not only the Spanish market, but 

also the neighboring countries in the southern parts of Europe. Tecnomen has always 

seen all European countries as its target markets and, because of the limited number of 

units, the foreign offices have been assigned regional responsibilities covering more than 

just the host country. For geographical and cultural reasons it was natural that the Spanish 

unit was made in charge of sales and system deliveries as well as customer support in the 

Latin countries of Southern Europe. Tecnomen Spain has since then sold systems in 

Portugal, Italy and even in France, which is culturally not that close to Spain. Expansion 

to Latin America was not in mind when the office was founded in Madrid.

Latin America

Many of Tecnomen’s customers are internationally operating teleoperators and contacts 

to new markets may come from unexpected sources. The first deal in Latin America was 

actually made with a Canadian telecommunications company, which was also operating 

in Brazil. Since it was Tecnomen Spain that found the customer, and since the Spaniards 

had available resources and people who knew Portuguese and the Brazilian culture, it was 

natural that the Spanish office was made in charge of starting the operations in Latin 

America. Even in Brazil, where the official language is Portuguese, the Spanish did not 

have any problems with the language. Some of the Spaniards handling the first cases in 

Brazil already spoke Portuguese, because Tecnomen had hired people with Portuguese 

skills for their operations in Portugal. Others learned the language very easily, because it 

is quite close to Spanish. In addition, the cultures and ways of doing business are similar 

in Spain and Brazil.

The first couple of projects in Latin America (Brazil, Bolivia and Venezuela) were 

handled from Spain, but it was clear from the beginning that Tecnomen needed a local
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office on the other side of the Atlantic. Taking care of the business in Latin America from 

Spain was practically impossible because of the long geographical distance. Tecnomen 

needs to maintain daily contacts with its customers, because the company develops and 

sells systems that need to be maintained and supported. The installation part of the 

projects could be handled as export operations, but since the systems require service for 

years after the installation, local organizations are a must for Tecnomen. Doing business 

in a larger scale would not be credible if Tecnomen was not present in the market and did 

not meet people face-to-face. In fact, even Portugal and Italy sometimes feel too distant 

to be handled from Spain. Furthermore, the market potential in Latin America was very 

clear for Tecnomen. A local office was necessary to take full advantage of the growing 

markets.

Only a couple of projects in Latin America were handled from Madrid. The Latin 

American office was founded in Brazil in 1998, quite soon after the very first customer 

contact in Latin America. In the beginning the office was managed by the Spaniards who 

had been dealing with the first cases in Brazil along with a couple of experts from the 

headquarters in Finland. However, Tecnomen wanted to localize the Brazilian office as 

soon and as much as possible, because they wanted to have an independently functioning 

organization to take care of the customers that were ready and waiting. Localization of 

the organization, which is the standard procedure in Tecnomen, was very much a 

language and culture as well as a cost issue. In the Brazilian case there was overlapping 

for only about six months, when the Spaniards transferred the know-how they had 

accumulated in the first projects. Within one year of the founding, the Brazilian unit was 

totally independent.

The Sao Paolo office now acts as a regional headquarters and has been assigned business 

responsibility for sales and system deliveries as well as customer support for whole Latin 

America. The majority of Tecnomen’s customers in Latin America are in Brazil, but the 

company has sold systems also in Bolivia and Venezuela. The whole portfolio of 

products is on sale in Latin America, but most of the volume in the region has come from 

prepaid and voice-mail systems. The Latin American markets are growing very strongly
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and show a lot of potential. Tecnomen might even open another office in Latin America. 

The Spanish unit will most probably not have any role in the possible expansion of the 

operations anymore. The above described gateway strategy of Tecnomen is illustrated in 

Figure 16.

Figure 16. Tecnomen’s expansion into Latin America
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4.2.3.4 Analysis of the findings

Environmental factors

When Tecnomen first got into contact with a customer in Latin America in 1997, it had 

already sold its products around the world and founded various foreign offices in Europe 

and Asia. The foreign offices had also been signed regional responsibilities covering a 

wider geographical area than just the host country. The Spanish office, for example, was
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in charge of the whole Southern Europe. Although not planned, Latin America also 

became a target market for Tecnomen Spain.

Since it was exactly the Spanish unit that made the first customer contact in Latin 

America and since Tecnomen Spain was both geographically and culturally the closest 

unit to Latin America, it was natural that the Spaniards would start the Latin American 

operations. The Spaniards were comfortable with the language and the local culture and 

had no difficulties in adapting to the Latin American way of doing business. The Spanish 

office was naturally also utilized when the Brazilian office was being founded, because 

the Spaniards, who had dealt with the first cases knew the markets and the customers.

Methods

Tecnomen ended up using the Spanish gateway in the entry, penetration and escalation 

mode. It first entered the Spanish market by founding a local office, which after a couple 

of years of operations had expanded into foreign markets in the neighboring countries 

and had also found a customer in Latin America. The Spanish subsidiary started the 

escalation into Latin America by handling a couple of projects in Brazil, Bolivia and 

Venezuela from Spain.

It was soon realized, however, that the potential in Latin America was big enough for a 

local office. It was also clear that operations in a larger scale in Latin America were 

impossible to be managed from Spain, because customer service could not be taken care 

of from a distance. The Spaniards who knew the projects and customers in Latin America 

then went to Brazil to transfer their know-how and to lead the building of a functioning 

local organization, thereby deepening the penetration into the Latin American markets. 

The Brazilian unit now functions as an independent unit responsible for whole Latin 

America.

According to the Head of Tecnomen Spain, Spain as a gateway has also another big 

potential, namely the presence of large Spanish companies both in the European and the
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Latin American markets. Telefonica, one of the biggest teleoperators in the world, for 

example, has big operator shares in Europe and Latin America, and can act as a link 

between the two continents. It was not the case of Tecnomen, but some other Finnish 

telecommunications start-up might manage to sell a specific product to Telefonica, for 

example, which would then automatically give an opportunity to supply the company in 

Latin America as well.

Advantages

Spain was not intended to be Tecnomen’s gateway to Latin America, and the entry into 

the region could well have been managed also from another country if the first customer 

had been found by another office. In that sense, Spain was not critical for starting the 

operations in Latin America. Moreover, local presence is a necessity in Tecnomen’s 

business and it does not really matter from where the first deals are managed. However, 

in practice Spain did have some special advantages as a gateway to Latin America. 

Especially the linguistic and cultural connections between Spain and Latin America 

facilitated the entry process. Tecnomen Spain had Portuguese speaking employees who 

were also very comfortable with the Latin American culture and way of doing business, 

which helped in getting the business started efficiently and fast. By starting the business 

in Latin America using Spain as a gateway, Tecnomen was also able to learn more about 

the market and its potential before making big investments.

Disadvantages

Tecnomen was able to make the first contacts and start the business in Latin America 

from Spain, but continuing the operations was practically impossible because of the 

geographical distance. Customer service and daily contacts are an essential part of 

Tecnomen’s business, because once the systems have been installed, they need to be 

maintained and supported for many years. Such services can not be provided from a 

distance and local presence is a necessity for doing business credibly in a larger scale.

103



Another, minor, disadvantage of the Spanish gateway position is that the biggest market 

in Latin America is a Portuguese speaking country. However, Tecnomen’s Spanish unit 

had hired Portuguese speakers from the very beginning and never had any problems with 

the language in Brazil.

To conclude, Table 17 summarizes the main findings of the Tecnomen case.

Table 17. Main findings of the Tecnomen case

Environmental factors Methods Advantages Disadvantages
First customer in

Latin America found 
by Tecnomen Spain

Direct
Fastest and easiest 

way to get the 
business started

Geographical distance; 
customer service 

impossible

Tecnomen Spain was 
closest to Latin America

Tecnomen Spain found 
the first customers 
in Latin America

Ability to learn 
about the market 
without big risks

(Latin America’s biggest 
market, Brazil, is 

Portuguese speaking)
Language and cultural 

similarities between Spain 
and Latin America

Project exports by 
Tecnomen Spain

Investment in Brazil 
led by Tecnomen Spain

4.2.4 Cross-case analysis

The three cases that were described and analyzed separately above were selected using 

theoretical sampling. The logic in the sampling was to select companies that differed in 

their motivations and methods of using the Spanish gateway as well as in other ways, like 

product offering, industry, internationalization strategies etc. This was done, because the 

study topic is new and the companies using Spain as a gateway to Latin America rather 

scarce. Yet, it is very useful to compare the cases to find possible common patterns that 

were not revealed in the phone survey, or to find explanations to the differences across 

the cases. The environmental factors that were conducive to the use of the Spanish 

gateway and the ways of using the gateway will be analyzed first. Then, the advantages 

and disadvantages of the gateway strategies and their causes will be investigated.
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4.2.4.1 Environmental factors

The common denominator in the use of the Spanish gateway for Industrial Insurance, 

Kemira Chemicals and Tecnomen is the long distance between Finland and Latin 

America on one hand, and the close cultural, linguistic and business connections between 

Spain and the Latin American countries on the other. The case companies have used 

Spain as a gateway to Latin America in different ways, and as businesses an insurance 

company, a chemicals producer and a telecommunications systems provider are also 

different. Nonetheless, the possibility to reach the Latin American markets through the 

Spanish gateway was enabled for all of them by the fact that Spain and Latin America 

share many cultural similarities.

Doing business in Latin America is a more challenging task for a Finn than it is for a 

Spaniard, for whom the Latin American markets are almost like the familiar domestic 

market. Indeed, the Spaniards seem to have acknowledged their comparative advantage 

in Latin America, and Spanish companies have been “re-conquering” the old colonies of 

the past empire. The vast presence of big Spanish firms in Latin America has contributed 

to the knowledge of business opportunities in Latin America and encouraged other 

Spanish companies to follow the lead.

In other words, the macro-environmental factors, especially the ones related to the 

relationships between the gateway country and the target countries were conducive to the 

gateway strategies of all three case companies. It is also an indication of the importance 

of the home country - target country relationships factors. The geographical remoteness 

of the Latin American markets together with cultural differences make the business 

distance between Finland and Latin America a hindrance for Finnish firms seeking entry 

into the Latin American markets. For the case companies Spain as gateway had offered a 

solution to this problem and facilitated the starting of the Latin American operations.

For both Kemira Chemicals and Tecnomen the impulse for starting the operations in 

Latin America came from their Spanish units. Both subsidiaries found customers on the
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other side of the Atlantic, after which it was an easy decision to give the responsibility of 

the Latin American operations to the Spaniards. In Kemira Chemicals’ case, the use of 

Kemira Ibérica in Latin America was further encouraged by the unit’s successful foreign 

operations in the past, and by the fact that the product that secured the big Latin 

American deal was developed and produced in Spain. This is an indication that the milli- 

micro-environment and the factors related to the decision-making have also been 

significant in the gateway strategies. The presence of other Spanish companies in Latin 

America had contributed to the knowledge of the Spanish managers of Kemira Chemicals 

and Tecnomen and had positively affected their attitudes towards Latin American 

operations.

Industrial Insurance operates in a business sector that is strictly regulated in many 

countries worldwide, which makes its case different from the others. Legal restrictions in 

Latin America prohibit buying insurance from abroad and thus Industrial Insurance was 

forced to cooperate with a company that has the appropriate licenses. Moreover, the Latin 

American markets were too small and distant to justify direct investments in the region. 

In this case, the target country factors made direct operations impossible and were very 

significant in the decision to use the Spanish gateway. For Industrial Insurance, factors 

related to the relationships between Finland and Spain were important as well. As 

European companies cooperation between Industrial Insurance and Mapfre was said to be 

facilitated by similar insurance and legal practices, and to some extent also by cultural 

similarities between Europeans and the shared EU and euro membership. Cooperation 

with an American company, for example, would have been much more difficult.

4.2.4.Z Methods

As to the ways of using the Spanish gateway, three differing cases were selected at the 

outset, but especially Kemira Chemicals and Tecnomen share many similarities in their 

gateway strategies. Although operating in totally different business sectors, Kemira 

Chemicals and Tecnomen both decided to use Spain as a direct gateway to Latin 

America, first exporting and then investing in Latin America. Exporting from their
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Spanish subsidiaries enabled the companies start the Latin American operations fast, but 

without losing the control of the operations. However, Kemira Chemicals and Tecnomen 

almost always need local presence in foreign markets. Bulky and cheap chemical 

products can not be transported competitively for long distances, and telecommunications 

systems need local maintenance for years after the installation. Therefore, both 

companies switched exports to investment operations quite soon. Kemira Chemicals 

started to build a factory in Brazil and Tecnomen founded a sales office in the same 

country. Spain thus served as a direct gateway only for a relatively short time for Kemira 

Chemicals and Tecnomen.

For Industrial Insurance the Spanish gateway is a longer-term solution. Cooperating with 

foreign companies in distant markets like Latin America is the explicit policy, because 

local legal restrictions often impede doing business from Finland. In addition, according 

to the company’s internationalization strategy own offices have only been established in 

the main European markets around the Baltic Rim. Furthermore, Industrial Insurance 

does not have a full-scale organization in Spain like Kemira Chemicals and Tecnomen 

through which it could have used a direct gateway strategy.

Considering these three cases, we can conclude that the way the Spanish gateway is used, 

whether directly or indirectly, as a stepping stone or as a more permanent method, is 

affected by the foreign policy of the firm, the nature of the business and the 

characteristics of the products, as well as on the existence of a strong subsidiary unit in 

the gateway country.

4.2.4.3 Advantages

By taking advantage of the Spanish - Latin American connections and using Spain as a 

gateway to Latin America all case companies were able to facilitate the entry into the 

otherwise distant Latin American markets. Industrial Insurance got a rapid access to 

practically all Latin American markets by signing an agreement on cooperation with 

Mapfre, a Spanish insurer with an extensive presence and knowledge of doing business in
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Latin America. Kemira Chemicals did not have to take a giant leap into the unknown 

when it entered the Latin American markets through its Spanish subsidiary. For Kemira 

Ibérica entry into Latin America was a rather small step from the domestic markets, 

making the whole entry process and the starting of the operations easier. Similarly, 

Tecnomen found that it could start the operations fastest by letting the Spaniards handle 

the first projects and the building of a local organization in Latin America.

Speaking the customers’ language and knowing the local business culture are assets that 

facilitate business operations in a foreign location. The risks involved in any foreign 

market entry can also be controlled better if the local conditions are understood. Other 

things being equal, the probability of efficient and successful operations is higher when 

the managers are familiar with the foreign environment and know how to do business in 

the market. Using Spain as a gateway in the Latin American operations decreased the 

risks of the case companies also in another sense. Compared to immediate foreign 

investments, the companies were able to learn more about the markets and advance 

gradually before making deeper commitments.

Industrial Insurance, for example, is in a good learning position whereby its products are 

present in the Latin American markets without any direct investments. Until the recent 

organizational changes the company actually considered establishing a small 

representation in the region. Kemira Chemicals started with exports and after having 

captured a high enough volume, then moved on to local production in Latin America. For 

Tecnomen the issue was more about the speed to start the Latin American operations than 

about learning about the markets. The potential in Latin America was known and a local 

unit was considered a necessity from the very beginning. Nevertheless, carrying out the 

first projects from Spain was a good possibility to test the company’s chances in the 

market.
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4.2.4A Disadvantages

For the two direct users of the Spanish gateway, Kemira Chemicals and Tecnomen, the 

geographical distance was the main disadvantage in the gateway strategy. Spain is 

physically distant from Latin America, which had led to high transport costs in the case 

of Kemira Chemicals, and made customer service practically impossible for Tecnomen. 

Using an indirect gateway strategy, Industrial Insurance was able to avoid these 

problems. On the other hand, Industrial Insurance can not exercise the same control over 

its Latin American operations as Kemira Chemicals and Tecnomen. Inefficient 

information flow and not-optimum customer service, coordination of operations and 

follow up of market developments were problems mentioned by Industrial Insurance that 

reflect the lost control.
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5. CONCLUSIONS

The empirical part of this study consisted of two parts, a telephone survey and a multiple- 

case study. The telephone survey revealed that Finnish firms do indeed use Spain as a 

gateway to Latin America. According to the survey results, 15 (24 %) of the 62 Finnish 

firms with a unit in Spain had used the Spanish gateway. Both direct and indirect gateway 

strategies had been carried out. In the multiple-case study, the three most interesting 

cases identified in the phone survey were interviewed more thoroughly to gain better 

insights on the motives and methods of using the gateway strategy. The final chapter of 

this study sums up the findings by first comparing them to the developed theoretical 

framework, and then drawing more practical managerial conclusions out of them. The 

objective is to provide an answer to the research questions, which were defined as:

Why do Finnish firms use Spain as a gateway to Latin America?

How do Finnish firms use Spain as a gateway to Latin America?

5.1 Theoretical contributions

The theoretical framework of this study was based on combining the gradual 

internationalization process theory on the one hand and the existing research on gateways 

on the other. The models of Luostarinen (1975, 1979, 1994, 1998) on

internationalization of the firm, the gateway frameworks of Kaista (1995) and Nieminen 

(1996) as well as the whole CEE-project (Hyyryläinen 2000; Kautovaara 2000; 

Luostarinen 2000; Ratia 2000; Santalainen 2000; Sveshnikov et al. 2000) on Finland as a 

gateway to the transitory economies of Central and Eastern Europe were especially useful 

for this study.
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5.1.1 Motives for using Spain as a gateway to Latin America

Macro-environment

The first research question is related to the factors conducive to the use of Spain as a 

gateway to Latin America and to the advantages Finnish firms have gained through the 

gateway strategy. Both in the phone survey and the case studies macro-environmental 

factors were found to be the most important background reason for using the gateway 

strategy. Especially factors related to the relationships between Spain and Latin America 

were decisive in determining that the Latin American markets were to be reached through 

gateway Spain. The linguistic and cultural connections between Spain and Latin America 

and the extensive presence of Spanish companies in Latin America were often mentioned 

as the specific advantages of Spain. Even the fact that Brazil, the biggest economy in 

Latin America, is Portuguese speaking and culturally somewhat different was not said to 

be a real disadvantage for the Spanish gateway position. Olli’s (1997) ideas of the 

Spanish - Latin American connections offering valued added for Finnish firms were thus 

confirmed.

The findings are also coherent with the gateway theories of the earlier authors, who state 

that gateways consist of more than just a favorable geographical location (refer to Table 1 

at page 35). On the other hand, the gateway country - target country related factors were 

also the main disadvantage of Spain. The geographical distance between Spain and Latin 

America makes the gateway operations very difficult and practically impossible in the 

long run, at least in the chemicals and the telecommunication systems businesses. It can 

be concluded that the core of a gateway can be a favorable geographical location, like 

earlier authors emphasize (although recognizing also other dimensions), or it can be 

based on special connections between the gateway and the target markets, like in the case 

of Spain. However, a gateway with a favorable geographical location seems to offer more 

sustainable advantages and to be better suited for regional headquarters type of 

operations. A cultural gateway like Spain seems to function as a stepping stone, which is 

useful mostly in the entry phase of conquering new markets.

Ill



The favorable Spanish - Latin American relations are also an indication of the 

importance of factors related to the target markets and to the relationships between home 

and target countries. The Latin American markets were considered culturally different 

and thus difficult. Combined with the long geographical distance, the business distance 

between Finland and Latin America results overwhelmingly long for many Finnish firms. 

In addition, legal restrictions related to financing and insurance in the target countries had 

forced two companies to use a detour, to which Spain as a gateway had offered a 

solution.

In addition, the relationships between the home and gateway country had some 

importance for an insurance firm that is cooperating with a Spanish company in Latin 

America. The insurance and legal practices are similar in Europe, which makes 

cooperation with a Spanish company easier than with a US firm, for example. 

Membership in the European Union and the euro-zone also received discrete support as a 

factor favoring the use of Spain as a gateway, but not to an important degree. Home 

country factors, mainly the small size of the Finnish markets has mostly affected the 

internationalization of the companies in general, not the gateway strategy. There were no 

special factors related to Spain as a country as such, which would facilitate the operations 

of Finnish firms in Latin America.

Micro-environment

The micro-environment, especially factors related to the foreign operations of the firm, 

also explain why Finnish firms have used Spain as a gateway to Latin America. In the 

phone survey two companies noted that according to their foreign operations strategy 

production and distribution is divided at world scale and the Spanish factories were used 

to deliver to Latin America for logistics reasons. However, in these cases one can 

question the real importance of the gateway and the value added over other countries. For 

one case company the use of foreign cooperation partners is the explicit strategy for 

distant and marginal markets like Latin America, and a Spanish partner was selected for 

its extensive presence and experience in the region. For another case company
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internationalization to all markets is the objective, and at the time when expansion into 

Latin America became relevant, the Spanish subsidiary was the closest unit to take care 

of the starting of the operations.

Milli-micro-environment

Factors related to the decision-making process were also relevant in the decisions to use 

the gateway strategy. In two of the case companies the initiative for using Spain as a 

gateway came from their Spanish units, which are favorably positioned to receive 

business impulses related to Latin America. In Spain the existing knowledge of doing 

business in Latin America is high. A lot of information is received of business 

opportunities in Latin America through other Spanish companies operating in the region, 

which affects positively the Spaniards’ attitudes towards Latin America. In these two 

case companies the Spanish subsidiaries were also the ones that had found the first 

customers in Latin America, after which the use of the Spanish gateway was a natural 

solution.

Advantages

In addition to the environmental factors conducive to the use of gateway Spain, the 

advantages gained through the gateway strategy also explain why Finnish firms use the 

Spain as a gateway to Latin America. Taking advantage of the favorable relationships 

between Spain and Latin America reduces the business distance felt towards Latin 

America. Especially the cultural distance, which is often the major problem for Finnish 

firms can be reduced by using a Spanish subsidiary or a Spanish cooperation partner in 

the Latin American operations. Spanish companies are favorably exposed to business 

impulses from Latin America and in a good position to react to these impulses. Thus, the 

lateral rigidity felt towards the Latin American markets is small for the Spaniards, 

resulting in several advantages when using Spain as a gateway to Latin America.
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The main advantages gained through the use of Spain as a gateway to Latin America are 

related to market access, more efficient operations and lower risks. The findings are 

coherent with the theoretical framework and support the results of earlier researchers 

(refer to Table 2 at page 40). Especially for the companies using Spain as an indirect 

gateway the strategy had provided access to otherwise distant markets or to markets 

where legal restrictions hinder direct operations. The two case companies that had 

initiated operations in Latin America through their Spanish subsidiaries had also noted 

that the gateway strategy provided an easier, smoother and faster entry process.

The linguistic and cultural connections between Spain and Latin America had been 

especially useful in the marketing and sales efforts of both direct and indirect gateway 

users. Compared to direct investments in Latin America, starting the operations from 

Spain or in cooperation with Spanish companies had also provided an opportunity to 

learn more about the markets without taking big risks. On the other hand, the case 

company using Spain as an indirect gateway noted that direct presence in the market 

could make customers service, coordination of operations, following the market 

developments and information flow in general more efficient. This is in line with the 

thoughts of Tulisalo & Vapaakallio (1994, 59-60). For one company cooperation with a 

Spanish company had also provided know-how synergies, resulting in more efficient 

operations.

5.1.2 Ways of using Spain as a gateway to Latin America

The second research question was related to the methods of using Spain as a gateway to 

Latin America. The telephone survey revealed that Finnish firms use the Spanish gateway 

both directly from their Spanish subsidiaries and indirectly in cooperation with Spanish 

companies. Eight companies (53 % of the gateway users) had used a direct gateway 

strategy and seven (47 %) an indirect gateway strategy. Dividing the gateway strategy 

into two main modes was confirmed to be a valid tool for examining the gateway 

phenomenon. Dili’s (1997) suggestions about the ways to take advantage of the Spanish - 

Latin American relations also approved to be correct and already used by Finnish firms.
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Direct gateway

The most common way of using Spain as a direct gateway to Latin America was 

exporting of physical goods with 50 % of the direct gateway companies employing the 

mode. Exporting as a relatively simple operation mode is often the first mode used in new 

foreign markets (Luostarinen 1979, 185), also in connection with a gateway strategy 

(Kaista 1995, 74; Ratia 2000, 120; Santalainen 2000, 66). In addition, the Spanish 

subsidiaries of two firms (25 % of direct gateway users) had taken care of more 

demanding project exports to Latin America. In total, export operations had been carried 

out by 75 % of the companies using direct gateway strategies.

In two cases (25 % of the direct gateway users) the initial export operations had led to 

direct investments in the target market. The other company established a sales office in 

Brazil and the other is building a factory in the same country. The investments were made 

quite rapidly after the starting of the export operations, because the long geographical 

distance made exporting difficult and costly. Rapid penetration and increased 

commitment in the Latin American markets was also encouraged by the fact that Latin 

America is like a domestic market for the Spaniards, and because both firms had earlier 

experience of investment operations in other parts of the world. The finding supports the 

firm level pattern in the internationalization process (Luostarinen & Welch 1990, 264).

In two of the direct gateway firms the Spanish subsidiaries had also been used as 

providers of technical support (25 % of direct gateway users) for the companies’ Latin 

American operations, the other company providing also marketing assistance. In addition, 

one company had organized the financing of its Latin American operations through the 

Spanish subsidiary, and in one company the Spanish subsidiary’s management is also in 

charge of managing the company’s acquisitions in Latin America.
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Indirect gateway

The high share of indirect gateway users (47 %) is an indication of the strong role of the 

Spanish companies in Latin America. In the banking, telecommunications and energy 

sectors it can even be difficult to operate in the region without contacts to the dominant 

Spanish firms (Olli 1997, 43), which was also confirmed in the phone survey. In addition, 

since only a few Finnish manufacturing companies are present in Latin America, the 

service companies, who often follow the manufacturers in international markets, might 

still be waiting for bigger potential. Meanwhile, they have teamed up with the strongest 

players in the region, who are often Spanish. Almost half (43 %) of the indirect gateway 

users either cooperated or used the services of Spanish banking, insurance and energy 

companies.

Piggy-backing was the most favored operation mode used by the indirect gateway users 

with 57 % of the indirect gateway firms distributing their products through Spanish 

companies in Latin America. Cooperating with Spanish companies in Latin America in 

projects and to share risks was also relatively popular (29 % of the indirect gateway 

users). In one company Spanish management skills had been used in the Latin American 

operations, but not to any significant degree.

An interesting fact is that the indirect gateway users operate in Spain with somewhat less 

committing modes than the direct gateway users. Of the seven indirect users two firms 

did not have units in Spain anymore, four companies ran a sales office and one firm a 

production unit. In contrast, all the direct gateway users except two firms operated 

production units in Spain. It seems to imply that deeper penetration and commitment in 

the gateway country leads to direct gateway operations, and less committing modes to the 

use of an indirect gateway strategy. Otherwise there were no clear differences between 

the direct and indirect gateway companies, except that the indirect gateway users were 

more often service companies.
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In addition, the characteristics of the business and the products affect the gateway 

strategy. As was seen in the case studies, local presence is almost always necessary in the 

chemicals and telecommunications systems businesses. In the chemicals business the low 

cost bearing characteristics of the products make operations from a distance practically 

impossible, and in the telecommunications systems business, regular customer contacts as 

well as service and maintenance form an essential part of the operations. That explains 

why Spain served as a direct gateway only for a short period of time for these case 

companies, facilitating mainly the entry process. The gateway strategy is also affected by 

the foreign operations policy of the firm. For example, it is the explicit policy of one of 

the case companies to use cooperation partners in distant and marginal markets like Latin 

America, which led to an indirect gateway strategy.

To conclude the analysis of the theoretical contributions, the major findings of this study 

are summarized in the revised theoretical framework in Figure 17. The empirical findings 

indicate that the macro-environmental factors are the most conducive to the use of the 

Spanish gateway, although some micro-environmental and milli-micro-environmental 

factors are important as well, as shown in Figure 17. It is worth noting that whereas the 

macro-environmental factors explain why the gateway is used, factors related to the 

micro- and milli-micro-environments also affect the way the Spanish gateway is used. 

The different strategies Finnish firms have used in connection with the Spanish gateway 

are also specified in Figure 17.

The use of Spain as a gateway to Latin America mainly reduced the cultural distance and 

increased the exposure and ability to react to business impulses from Latin America. The 

final benefits of the gateway strategies included a smoother and faster entry into the Latin 

American markets and more efficient operations, especially in relation to the sales and 

marketing efforts in Latin America. In addition, the gateway strategy was felt to offer a 

better opportunity to control the risks related to the Latin American operations.
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Figure 17. Revised theoretical framework
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5.2 Managerial implications

Spain is a functioning gateway to Latin America. Especially the linguistic, cultural and 

business connections between Spain and Latin America are an advantage that many 

Finnish firms have used for their benefit. The findings of this study indicate that Spain is 

used both as a direct and indirect gateway to the Latin American markets, and is suitable 

for many types of companies including manufacturing and service companies as well as 

systems sellers.

Nevertheless, it seems that Finnish firms do not use Spain as a gateway to Latin America 

intentionally. Instead, they often first enter and penetrate the Spanish market and only 

afterwards realize the gateway potential, usually by the initiative of the Spanish unit. The 

finding concurs with the results of Kaista (1995, 79), Kojo & Köngäs (1995, 71), 

Nieminen (1996, 83) and Santalainen (2000, 91), and it seems that Finnish companies are 

not very well aware of the gateway potential of different countries. However, this 

information could be very useful when making decisions about which markets to enter. 

Spain, for example, could be a good target market for internationalizing Finnish firms in 

Southern Europe, because in addition to its own market potential, Spain offers good 

escalation possibilities at least to Portugal, Italy, France, Northern Africa and Latin 

America.

Rather than a regional headquarters country like Finland (Ratia 2000; Santalainen 2000), 

Spain is more of a stepping stone type of gateway, at least to Latin America. The Spanish 

gateway can be very useful in starting the business in Latin America, but carrying out 

Latin American operations from Spain is difficult in the long run, because the 

geographical distance makes transportation costs, customer service and following the 

markets difficult and costly. Of course, the feasibility and profitability of operating in 

Latin America from Spain also depends on the type and volume of the business. For 

companies in business sectors with high value products, which can absorb high transport 

costs, where daily face-to-face contacts and customers service is not necessary, and for
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whom Latin America is a marginal market area, Spain might even serve as a suitable 

regional headquarters country.

Although this study and the gateway idea in general, support the stages-model of 

internationalization (Luostarinen 1975, 1979, 1994), Spain could also be used as a 

gateway to Latin America by the so-called bom globals (e.g. Junkkari 2000). Many 

Spanish companies operate in Latin America, and supplying them in Spain could 

automatically open the door for the Latin American markets as well. Especially 

companies in the banking, telecommunications, and energy sectors could gain a rapid 

access to whole Latin America by supplying or cooperating with Spanish giants like 

BBVA, BSCH, Telefónica, Repsol, Endesa or Iberdrola.

5.3 Suggestions for further research

This study concentrated on investigating why and how Finnish firms use Spain as a 

gateway to Latin America from a managerial point of view. However, it would be very 

interesting to conduct a study on Spain as a gateway country, and examine in detail the 

infrastructure, support services, know-how, connections and other aspects of Spain at a 

national level, which influence its gateway position. In this study only a brief review on 

the main characteristics of Spain as a country was made. The study could also investigate 

what measures the Spanish authorities have taken to promote the gateway. At least Invest 

in Spain advertises Spain as a gateway to Latin America (Invest in Spain 2001b). 

Knowing what other countries have done to develop their gateway positions could also 

enhance the development efforts in Finland.

During the present study it was noticed that many Finnish companies handle their Latin 

American operations from third countries. Many of them operate from Spain, but various 

US cities and other locations were also mentioned as gateways to Latin America. Miami 

in particular seems to be a popular place for a Latin American regional headquarters. An 

interesting study could be conducted by identifying and comparing the various gateways
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used by companies that operate in the Latin American markets. The study could also 

include companies that have preferred a direct entry.

Investigating the reasons for the modest presence of Finnish companies in Latin America 

would be useful as well. Knowing whether it is the often mentioned cultural differences, 

the fact that Finnish firms have not had the time and resources to enter Latin America yet, 

because they have been expanding in other parts of the world, or some other reasons, 

would indicate the real demand for gateways.
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APPENDIX 1. Telephone survey questionnaire

1. Name of the company:_______________________________________________
2. Sector and products, TOL-class:_______________________________________

3. Year of establishment (possible new owners):___________________________
4. Company is not a part of a larger group:

Company is a part of a larger group: , which?______________________
5. Name and title of respondent:_________________________________________
6. Responses for:

the whole company one branch, which?__________________
7. Total turnover of the company in 1999:________________________________

Turnover of foreign operations in 1999:________________________________
8. Number of personnel in 1999:_________________________________________
9. Does the company have subsidiaries / other units in Spain / Portugal?

No Yes
a) Manufacturing unit_______________ ESP / POR, year of establishment
b) Sales unit_________________________ESP / POR, year of establishment
c) Other unit, what?__________________ESP/POR, year of establishment _

10. Does the unit have regional headquarters status?
No Yes , of what area?_______________________________________

11. Does the company operate in Latin America?
No Yes

12. In which Latin American countries?____________________________________

13. By which operation modes does the company operate in those markets?

14. What are the sales objects in the Latin American markets?

15. Turnover of the Latin American operations in 1999?
16. From where are the Latin American operations controlled?

FIM

17. Has the company in any way used Spain / Portugal or Spanish / Portuguese firms or 
other organizations in the Latin American operations?
No Yes

How?

FIM
FIM

Why?.
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APPENDIX 2. Interview guide

Interviewee:

Title:

Time and place:

1. Describe the internationalization process of your company in general 

- Time

Target markets 

Operation modes 

Motives and objectives

2. Describe the development of your company’s operations in Spain

Time

Operation modes 

Motives and objectives

3. Describe the development of your company’s Latin American operations

Time

Operation modes 

Motives and objectives

4. What factors made your company choose Spain as a gateway to Latin America?

5. How has your company used Spain as a gateway to Latin America?

6. What advantages has your company gained through the use of Spain as a gateway to 

Latin America?

7. What have been the disadvantages of using Spain as a gateway to Latin America?
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APPENDIX 3. Portugal as a gateway to Latin America

Portugal shares many gateway characteristics with Spain. Portugal has linguistic, cultural, 

historical and business connections with Latin America, especially with Brazil, the 

largest economy in the region. Portugal is also a member of the European Union and has 

adopted the euro as its currency.

In the telephone survey 45 Finnish firms with a unit in Portugal were asked whether they 

used or had used Portugal or Portuguese companies in their Latin American operations. 

Table 18 presents the survey findings. It can be seen that of the four companies (9 %) that 

responded positively, three had used Portugal as a direct gateway and one as an indirect 

gateway to Latin America.

Table 18. Survey results on Portugal as a gateway to Latin America

Frequency Share of survey total Share of 
Rateway users

Firms with a unit in Portugal 45
Responses 45 100%
Gateway to Latin America 4 9%

Indirect Rateway 1 2% 25%
Direct gateway 3 7% 75%

In the indirect gateway case a consulting firm had employed skillful Portuguese managers 

for the building of a new unit in Brazil in the 1970s. However, the gateway had not had 

any other importance for the company. As shown in Table 19, the three direct gateway 

users have taken advantage of Portugal on a more long-term basis. The Portuguese units 

of two producers of plastic pipe systems are engaged with project exports to Latin 

America, while another firm exports industrial textiles from Portugal to Latin America.
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Table 19. Ways of using Portugal as a gateway to Latin America

Frequency Share of all 
gateway users

Share of direct/indirect 
gateway users

Indirect gateway 1 25%
Managerial resources 1 25% 100%

Direct gateway 3 75 %
Project exports (systems) 2 50% 67 %
Exports (goods) 1 25 % 33%

All four companies using the Portuguese gateway stated that linguistic and cultural 

connections made Portugal a “natural” place for conducting operations in Latin America. 

It is also worth noting that the companies explicitly named Brazil as a target market for 

the gateway operations.

Portugal seems to be used as a more sustainable gateway than Spain, which serves mainly 

as a stepping stone that loses its gateway value after the entry into the target markets. The 

three direct gateway users all have production units in Portugal, which serve not only the 

Portuguese and Latin American markets, but in one case also Spain, and in two cases 

Spain, South of France, and Northern Africa. However, the turnover in Latin America 

was not very important for any of them. An interesting fact is that one of the firms 

continues the gateway operations although it also has a factory in Argentina.
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