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A B S T R A C T

In the 1990s Latin American countries abandoned their policies of import-substituting industrialization
carried out through fully-owned state enterprises (SOEs). They opened their economies to international
competition and privatized their SOEs. We argue that this pragmatic adaptation did not necessarily
constitute a fundamental change in policies, long followed by some Latin American countries, of state
intervention in the pursuit of nationalistic objectives, but is instead a continuation of these policies by
other means. Specifically, to safeguard their autonomy, some Latin American states have selected and
nurtured domestic firms to become multinational enterprises (MNEs). They have kept – and obtained –

equity stakes in these national MNEs to influence them and to keep them out of the hands of foreigners.
These policies explain the timing of the rise of Multilatinas and their, usually partial, state ownership.
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1. Introduction

The rise of multinational enterprises from emerging countries
(EMNEs) has generated considerable interest among international
business scholars (e.g. Cuervo-Cazurra & Ramamurti, 2014;
Hennart, 2012; Ramamurti & Singh, 2009; Williamson, Ramamurti,
Fleury, & Fleury, 2013; Zeng & Williamson, 2007). Much of the
literature has focused on Chinese and Indian EMNEs with less
attention devoted to Latin American EMNEs, the Multilatinas.

Cuervo-Cazurra (2008) notes that the international expansion
of many Multilatinas did not start in earnest until the late 1980s. He
argues that it can be traced to major changes in the institutional
context of their home countries, specifically the opening up of their
economies and the privatization of their state-owned enterprises
(SOEs). Until the late 1980s, Latin American countries pursued
policies of industrialization through import substitution (ISI).
Under ISI, imports were discouraged in order to stimulate domestic
production. The inability or unwillingness of domestic producers
to respond to these incentives led many Latin American govern-
ments to fill the gap with fully-owned SOEs, which came to
dominate many Latin American economies (Musacchio &
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Lazzarini, 2014b). In this highly protected and regulated environ-
ment, both private firms and SOEs had few incentives to sell or
invest abroad. High entry barriers provided juicy opportunities for
local entrepreneurs with good government connections, so it made
more sense for them to diversify into new industries than to target
foreign customers. Governments saw the mission of SOEs as
meeting domestic demand, so SOEs had few incentives to sell
abroad. Latin American governments were generally opposed to
foreign investments by both private firms and SOEs because they
saw such investments as using up funds that could be invested at
home (Wells, 1971). Consequently both private firms and SOEs had
low levels of internationalization.

In the 1990s these policies became economically unsustainable.
They were abandoned and governments opened their economies
to foreign competition, opting for lower barriers to trade and
incoming foreign direct investment. Latin American governments
also started to engage in the privatization of their SOEs. They ended
up with less than full stakes in a large number of private and
publicly listed firms, resulting in a “new variety of state capitalism”

(Musacchio, Lazzarini, & Aguilera, 2015): state control is now
generally exercised indirectly through national development
banks and the pension funds of SOEs and newly privatized SOEs
(Cuervo-Cazurra, Inkpen, Musacchio, & Ramaswamy, 2014).

While some authors have attributed the sudden rise of the
Multilatinas in the late 1980s to the opening up of their economies
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(Cuervo-Cazurra, 2008; Del Sol & Kogan, 2007), less attention has
been paid to the impact of the change in the level and modalities of
state ownership. Yet, at least in the case of Brazil, there seems to be
a clear link between internationalization and state ownership.
Indeed, the list of the 20 largest Brazilian MNEs by size of foreign
assets shows that two-thirds of them have some degree of
government ownership (Sheng & Carrera, 2016). Is this fortuitous,
or is there a solid relationship between government ownership and
a firm’s degree of internationalization? And if so, what causes this
relationship? As Cuervo-Cazurra et al. (2014) note, our theoretical
understanding of the impact of the new forms of state ownership
on internationalization is still limited.

A few studies have focused on this relationship, but almost all of
them have focused on China (e.g. Li, Cui, & Lu, 2015; Liang, Ren, &
Sun, 2015; Wang, Hong, Kafouros, & Wright, 2012). China is,
however, very different from Latin America. The Chinese govern-
ment has set clear “go global” policies for Chinese firms and has
unparalleled power to implement them. Most Chinese firms are
fully or overwhelmingly owned by the state. Their managers are
first and foremost public servants whose career prospects depend
on their obedience to central government directives: they are
“cadres first and company men second” (Economist, 2012). The
Chinese Communist Party actively intervenes in the management
of all Chinese firms through a parallel structure implanted in all
firms, public and private, and makes sure that management follows
governmental guidelines (Economist, 2012).

In contrast, Latin American government policies of support to
the internationalization of domestic firms are more ambiguous,
and the state leverage on domestic firms more tenuous. In the case
of Brazil, the government stake is only partial, and the government
must often contend with majority owners, often families. A further
complicating factor is that the Brazilian government’s stakes are
generally indirectly held by the state development bank and the
pension funds of SOEs or ex-SOEs. Hence the relationship between
government ownership and internationalization is, in the Brazilian
case, much less obvious, and the mechanisms by which the
government influences firms more difficult to assess (Caseiro &
Maseiro, 2014).

In this paper we contribute to the literatures on the impact of
home-country institutions on a firm’s level of internationalization.
Specifically, we study the impact of the “new varieties of state
capitalism” (Musacchio, Lazzarini, & Aguilera, 2015) on the level of
internationalization of Multilatinas. By level of internationaliza-
tion we mean the share of foreign sales in total sales, with foreign
sales including both exports and local subsidiary sales.

We provide a novel explanation for the existence of a
relationship between state ownership and the internationalization
of domestic firms. We argue that such a relationship arises in
countries where a nationalistic and neo-developmentalist ideolo-
gy sees the development of internationally competitive domestic
firms as the best way to safeguard state power. In such countries
the state keeps strategic stakes in the privatized SOEs with
international potential and expands the realm of state control by
taking stakes in private firms with strong international prospects.
Both groups of firms are encouraged to gain bulk by merging with
other domestic firms so as to increase their bargaining power, and
then receive strong government support in their internationaliza-
tion. As a result, the state ends up owning significant equity stakes
in those domestic firms which are highly internationalized.

After explaining the link between the level of state ownership in
a firm and its degree of internationalization, we go on to explore
whether with whom the state partners has an impact on
internationalization. We hypothesize that having the state as a
minority owner is likely to push family-managed firms, and firms
where families, foreigners, and the state share control, to have a
higher ratio of foreign sales to total sales than when the state
partners with firms with dispersed ownership. On the other hand,
we expect partially state-owned firms in which foreigners have
majority stakes to be less internationalized than firms in which the
government shares control with families.

We test our hypotheses on a sample of Brazilian listed
companies over the 2002–2011 period. Brazil is an interesting
context because, as we will see, it provides the best Latin American
example of liberal neo-developmentalist policies that harness
market forces to support state power. Specifically, the Brazilian
state has carried out direct policies of support to internationalizing
domestic firms by keeping ownership stakes in privatized SOEs and
by taking new ones in private Brazilian firms with international
potential. These policies of support to national champions go a long
way towards explaining the internationalization of Brazilian
Multilatinas, and explain the link between internationalization
and government ownership.

Controlling for possible endogeneity, we find that the higher
the total government stake in a firm, the higher its degree of
internationalization, measured by its ratio of foreign to total sales.
We find also that family firms with state ownership and firms
where the state shares control with families and foreigners have a
higher share of foreign to total sales than firms in which the state
partners with dispersed owners, but that state ownership has a
weaker impact on internationalization in firms where foreigners
are dominant shareholders.

In the next section, we outline a theory of state support for the
internationalization of domestic firms and explain why state
ownership is associated with high foreign sales intensity before
applying the theory to the case of Brazil. We then describe our
sample, our methodology and our results. We conclude with
implications for research on emerging market multinationals and
on the new varieties of state capitalism.

2. Theoretical background and hypotheses

The dawn of capitalism witnessed a debate between the tenants
of economic liberalism (e.g. John Stuart Mill, 1848) and the
defenders of the nation state, such as List (1841). While List (1841)
is better known for his ‘infant industry’ argument for protection-
ism, his criticism of economic liberalism was more fundamental.
Along with the mercantilists, he argued that “economic liberals
evaluated economic policies from the standpoint of individuals
and the welfare of humanity as a whole” (Helleiner, 2002: 311), but
bypassed the nation state, the unit of analysis in-between. For him,
economic policies should not aim at increasing an individual’s
welfare, but at augmenting a country’s wealth, power, and national
identity.

Liberals, on the other hand, have argued that nation states
should not interfere with international trade and investment flows,
because free trade and investment yield a more efficient use of
scarce resources, thus maximizing welfare at both the global and
individual levels. They see economic relations as positive-sum
games and the goal of economic activity as the maximization of
global welfare. In contrast, mercantilists and economic nationalists
take a more pessimistic view of economic relations and see them as
essentially conflictual and zero-sum games which aim at redis-
tributing wealth and power between nations (Gilpin, 1976).

In the post-WW2 era, economic nationalism led most
developing countries to adopt ISI policies. These policies advanced
the national interest by protecting domestic firms from foreign
competition – through high trade barriers and restrictions on the
entry of foreign firms – until they could stand on their own two
feet. ISI policies also protected domestic markets from being
colonized by foreign MNEs, which were seen as instruments by
which powerful nation states projected their power and compro-
mised the sovereignty of weaker ones (Gilpin, 1976).



1 Amsden (2012) argues that foreign affiliates conduct little R&D in emerging
markets.

2 The French president Sarkozy was able to lean on minority state-owned Renault
in 2009 not to shift car assembly to Eastern Europe (Clift, 2012) while the Belgian
government had earlier been powerless in preventing the closure of Renault’s
Vilvoorde assembly plant.
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Under ISI, governments actively intervened through price
setting and extensive regulations (Cuervo-Cazurra, 2008). In this
highly protected and regulated environment, domestic firms faced
little competition and enjoyed substantial market power. They had
few incentives to undertake large-scale investment projects with
long economic life and substantial spillovers (Gerschenkron,1962).
To remedy this, governments set up wholly-owned SOEs (Musac-
chio & Lazzarini, 2014b). This resulted in an industrial landscape
dominated by SOEs and by diversified private local business
groups, often under the control of families.

ISI policies turned out to have two major disadvantages. First,
the lack of exposure to international competition made both SOEs
and local firms increasingly non-competitive (Liu, 1993). Domestic
private firms had little interest in expanding abroad, as it made
more sense for them to diversify into other domestic industries
than to target foreign markets, since domestic diversification
allowed them to capitalize on their ties with the government
(Schneider, 2008). Governments discouraged foreign investments
by SOEs and private firms alike because they thought such
investments used up funds that could be invested at home and
replaced domestic by foreign jobs (Wells, 1971). Domestic firms,
both private and public, were inefficient and well below their
internationalization potential.

Relying on SOE for national development had also major
disadvantages. SOEs suffer from a two-stage principal-agent
problem because the principals charged to monitor SOE managers
are themselves the agents of the citizens, who have few incentives
to get involved. This gives politicians and SOE managers
considerable latitude to pursue their own goals (Cuervo-Cazurra
et al., 2014). Governments often require SOEs to maximize social
objectives as well as profits, making it difficult to evaluate their
performance and to draw incentive contracts to motivate their
managers. Most other mechanisms used to monitor the managers
of private firms are also absent in SOEs. Many SOEs operate in
monopolistic industries, making comparison difficult. SOE man-
agers are often public servants, with advancement based on
seniority rather than performance. They are not disciplined by the
threat of bankruptcy, as their firms often enjoy soft budget
constraints and have their losses covered by the state (Schleifer,
1998), nor by the possibility of losing their job due to a takeover.
These governance problems, plus government pressures to
maintain SOE employment and prices at unsustainable levels,
led to widespread losses. These were covered by government
deficits, in large part financed through external debt. When the
level of foreign debt became excessive, these policies became
unsustainable (Musacchio & Lazzarini, 2014b).

By the late 1980s, Latin American governments became also
keenly aware that the rate of growth obtainable through ISI policies
was much lower than that of Asian countries pursuing export-led
growth strategies. This led to a reappraisal of ISI policies and to two
major changes: First, Latin American governments dismantled
price controls, lowered tariffs, and liberalized the entry of foreign
firms (Cuervo-Cazurra, 2008). Second, they privatized their SOEs.

Opening the economy to international competition had many
benefits. It allowed domestic firms to obtain better quality inputs;
it also forced them to become more competitive. In many cases,
foreign entrants introduced better products, services, and mana-
gerial practices which domestic firms had to adopt if they wanted
to survive (Cuervo-Cazurra & Dau, 2009). Likewise, selling off
partial or full stakes in SOEs to the private sector had a number of
advantages. We have seen that many factors contribute to lower
the efficiency of SOEs. Some of these can be alleviated by selling a
majority stake to a private blockholder. That blockholder will be
motivated to maximize performance, and can be expected to
efficiently monitor the firm’s managers. The state may still use its
minority stake to push the firm to make inefficient decisions, for
example hiring politically connected but incompetent managers or
maintaining artificially high employment levels, but these prob-
lems are likely to be less severe than when the state has majority or
full ownership. One would naturally expect the benefits of shared
ownership to be higher when the other firm shareholders own
controlling shares than when non-government ownership is
dispersed, because a controlling private owner has greater
incentives to be efficient. For all these reasons, selling a majority
or even a minority share in SOEs increases efficiency.

Opening the economy to foreign competition and privatizing
SOEs can, however, seriously challenge a country’s sovereignty.
Imports can wreak havoc on domestic firms that have been
sheltered from foreign competition. If foreign firms are allowed to
acquire a majority or a full stake in the privatized SOEs, then they
will morph into subsidiaries of foreign MNEs. While national
governments can exert influence on domestic firms, especially if
they are fully or partially government-owned, this is more difficult
with subsidiaries of foreign MNEs, particularly if their parents are
based in powerful countries, such as the United States. Yet strong
domestic firms are useful to a state: they control strategic
resources and can be relied on to engage in activities that further
its interests, both in the short and long runs. In the long run,
domestic firms, especially if they have some level of government
ownership, can undertake strategically important activities, such
as developing new products, both civilian and military.1 In the
short term, they can perform politically useful tasks (for instance
creating employment in politically important locations) and can be
leaned on to restrain from politically deleterious actions (such as
delocalizing production to foreign sites).2

Hence governments in emerging markets were in the beginning
of the 1990s faced with a dilemma: either keep the old ISI policies,
continue to shut off the country from international competition,
and accept low rates of economic growth, or open their economies
and sell their SOEs to foreign MNEs, but then risk a loss in national
sovereignty. There is, however, especially for larger countries, a
third alternative. That alternative is to accept the opening of the
economy and an injection of private capital and initiative into their
SOEs, but to intervene to transform domestic firms into MNEs, i.e.
into international champions.

In an economy open to the competition of foreign MNEs, firms
that confine themselves to the domestic market can be at a
disadvantage if they operate in global industries and if the
domestic market is below minimum efficient size. In global
industries, the foreign MNEs’ larger size allows them to amortize
the high R&D investments necessary to develop new products and
processes (Hennart, 2007). In airplane manufacturing, for example,
the internal market is generally too small to support the
development of state-of-the-art aircraft, hence the need to sell
to foreign buyers in order to finance the investments required to
keep up with competitors. Ozires Silva, President of Embraer, put it
succinctly: “Today there is no option, either the company goes
international or it is doomed to failure” (de Carvalho, 2005). MNEs
can also arbitrage between locations. They can, for example,
pursue predatory policies by cross-subsidizing between countries.
The only real defense of domestic firms is then to expand
internationally so as to reach a size that makes it possible to
undertake the R&D investment necessary to reach technological
parity and to be able to locate production facilities in the countries
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of their competitors so as to be in a position to retaliate against
their predatory moves—the well-known exchange of hostages
strategy (Hennart & Park, 1994; Yu & Ito, 1988).

What does it take to develop internationally competitive
domestic firms if the country has been following ISI policies? As we
have argued, ISI encouraged firms to grow in breadth but not
depth. Industries were populated by the divisions of diversified
national firms, each of them too small and too weak to effectively
compete with foreign MNEs. To be able to do so, these divisions had
to merge into larger entities, and these entities had to upgrade
their products and processes. Through this process of concentra-
tion, domestic firms can increase their bargaining power because
they can monopolize complementary local assets which foreign
MNEs need to access the market. Once larger, domestic firms can
trade market access for foreign technology or drive a hard bargain
and use the proceeds to finance their foreign expansion (Hennart,
2012). Governments can help by acting on their behalf as a
monopsonist and force foreign MNEs to share technology in
exchange for market access, as the Chinese government has done
with great success (Hemphill & White, 2013).

It is also necessary for the state to maintain its influence on
these new “international champions”. Having international
activities increases the bargaining power of the new international
champions vis-à-vis their home governments, because it increases
the degrees of freedom these firms enjoy. Governments also need
to assure that their subsidized champions are not sold to
foreigners. The most direct way to assure compliance and to
avoid losing the champions to foreigners is to own sufficient equity
in them. The desire therefore to safeguard national sovereignty
while reducing the inefficiency of closed economies and wholly-
owned SOEs has led to a regime that has been called “neo-
developmentalist”. Under this regime, the state has groomed
partially-owned domestic firms into international champions.

If we are right that one response by states to openness and
privatization has been to build up domestic firms into international
champions, and to keep or obtain an equity position in them, then
we would expect that internationalized domestic firms should
have some degree of government ownership. Indeed, since the
higher a firm’s level of internationalization, the greater its strength
and potential usefulness to the state, the larger then should be the
level of government ownership in them.

Which countries would we expect to have chosen neo-
developmentalist policies of promoting state-owned international
champions? The building up of international champions is easier if
domestic firms enjoy a large domestic market, because the larger
domestic market gives domestic firms and their governments
more bargaining power vis-à-vis foreign MNEs. Building interna-
tional champions is a long term endeavor that requires consistent
policies, hence countries with a professional and independent civil
service should be more successful at it.

Brazil is the Latin American country that best meets these
requirements. It has the largest economy. It also has in BNDES
(Banco Nacional de Desenvolvimento Econômico e Social) a large
and professionally run development bank that has played a crucial
role in managing Brazil’s privatizations and in directly helping
Brazilian firms to internationalize. Other Latin American countries
do not have similar institutions. Argentina’s development bank
Banade was closed in the 1990s. In Chile, CORFO has only aided
small and medium firms (Finchelstein, 2016: 15). Policies in Brazil
have also shown more intertemporal coherence than in Argentina
(Finchelstein, 2016: Table 4). Consequently, we believe that Brazil
provides the best context to study the potential impact of neo-
developmentalist policies on the internationalization of Multi-
latinas.
2.1. Government ownership and internationalization in Brazil

Under the government of Getulio Vargas (1930–1945) the
Brazilian state first set up SOEs to carry out ISI and to remedy the
unwillingness of the private sector to make the long-lived
investments necessary to develop new industries (Trebat, 1983).
Vargas, in association with the US government, created Brazil’s first
integrated steel mill, CSN, and consolidated a number of small iron
ore mines and a railroad into the Companhia Vale do Rio Doce
(CVRD), the predecessor of Vale. A second wave of SOEs were
created in the 1950s, including Petrobras. Later, Brazil’s desire to
have its own military airplane manufacturer led to the creation of
Embraer. The 1950s also saw the establishment of BNDES. Its initial
role was to provide long term financing for infrastructure projects,
but under the military government it shifted its focus to the
financing of private companies and took equity stakes in them
through its investment subsidiary BNDESPAR (Musacchio &
Lazzarini, 2014b). BNDES is one of the largest development bank
in the world. In 2013 it was responsible for about 21% of the total
credit to the Brazilian private sector and for almost all its long-term
credit (Musacchio & Lazzarini, 2014b).

The heyday of Brazilian SOEs was during the military
dictatorship (1964–1985). By then three-fourths of the 100 largest
Brazilian firms (ranked by assets) were SOEs (Baer, 1995: 80). The
poor productivity of these firms caused losses, which were covered
through budget deficits and foreign borrowing. Excessive foreign
indebtedness and unsustainable high inflation led the government
to make reforms. The Collor (1990–92) and Cardoso (1995–2002)
governments embarked on a major privatization program which
saw SOE stakes reduced from full to majority and minority ones. In
parallel to these privatizations, Brazil also opened up its economy
to foreign competition, reducing its barriers to trade and
investment.

In spite of appearances, the Brazilian state did not abandon its
nationalistic policies and its belief in the need for state guidance of
the economy. The main ideology that guide its policies did not
change, but was pragmatically adjusted to fit new circumstances.
Brazil has pursued since the turn of the new century policies that
Ban (2013) has called “liberal neo-developmentalist”. Evans and
Sewell note that “Brazilian elites never fully embraced the anti-
statist assumptions of Anglo-Saxon-style neoliberalism. Authori-
tarian generals and democratic socialists were both happy to use
the state alongside markets to make sure that the Brazilian
economy continued to diversify and that Brazil’s trajectory of
growth was not primarily shaped by the priorities of capital and
governments in the North” (Evans & Sewell, 2013: 55).3 Brazil’s
neo-developmentalists have accepted the necessity of having an
open economy, but have tempered that openness by an active
industrial policy of support for the internationalization of domestic
firms.

Thus while successive Brazilian governments under ISI had
been generally hostile to foreign investments by domestic firms,
they started after liberalization to encourage their international
expansion (Araujo, 2013; Ban, 2013; Kroeger, 2012; Rocha, 2014;
Silva, 2010). In 2004, for example, Luis Furlan, minister of
development, stated that “the goal of the government is to keep
at least ten Brazilian multinationals in operation” (Valor Econom-
ico, 2007, cited in Arbix & Caseiro, 2012). Government support for
the internationalization of Brazilian firms increased under the Lula
presidency with the implementation of the Production Develop-
ment Policy (PDP) plan (2008–2010). The goal of PDP was to
establish Brazilian companies as the top five global players in
industries in which Brazil had already achieved high
3 These ideas are widely shared by the business community (Ougaard, 2014).
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competitiveness–aeronautics, oil and gas, petrochemicals, ethanol,
mining, steel, pulp and paper, and meat (Caseiro & Maseiro, 2014).
In 2009, the president of BNDES, Luciano Coutinho, declared:

“I would say that Brazil needs to have world champions...The
country has already developed very competitive companies .
. . But Brazil has, relative to its size and potential, few world
class companies. It is natural that in the expansion of these
companies, the BNDES, under market conditions, is ready to
support these opportunities...What exists is that companies
that have proven to be highly competitive are supported by
BNDES. It is part of the government’s industrial policy to allow
the development of global Brazilian players with worldwide
scale” (Romero, 2009; cited in Almeida & Schneider, 2012).

What is notable in this statement is that it indicates that the
policy of the government (through BNDES) is to support, with loans
and equity infusions, companies that have already shown that they
are internationally competitive, hence establishing a direct link
between the level of internationalization of Brazilian firms and the
likelihood they will have some degree of state ownership.

We have argued that if the Brazilian state is to have
international champions which it can influence, two conditions
must be met. First, Brazilian firms must be internationally
competitive. Second, the Brazilian state (through BNDES, other
government entities, and SOE or ex-SOE pension funds) must have
sufficient equity in such firms to be able to influence them and to
prevent their sale to foreigners. We first discuss the actions that the
government took to help Brazilian firms realize their internation-
alization potential before relating how the Brazilian state made
sure that it could keep control of their new international
champions.

We have seen that in the highly protected domestic environ-
ment that prevailed under ISI policies, it made more sense for local
incumbents to diversify into other domestic industries than to
target foreign markets (Schneider, 2008). Furthermore, the cushy
home environment did not prepare firms for international
competition, so, while there were notable exceptions, most of
them were unable to profitably sell abroad. Successful interna-
tional expansion requires specialization in a smaller range of
activities and deeper skills in these activities. The Brazilian
government, through its majority-owned SOEs, BNDES, and the
pension funds of SOEs and ex-SOEs, has facilitated this process by
engineering the mergers of domestic companies in sectors where
the government thinks Brazil has a comparative advantage. The
goal is to reach sufficient size to allow Brazilian firms to better
defend themselves against foreign competition in the domestic
market, and to leverage their domestic market power to build up
their foreign operations (Hennart, 2009). BNDES, for example,
facilitated through an equity injection the merger into Fibria of the
two largest Brazilian pulp producers, Aracruz and Votorantim
Celulose e Papel, resulting in a firm that exports more than 90% of
its output and is the world’s largest hardwood pulp producer
(Kroeger, 2012).4 Petrobras, which in 2012 was 63.6% owned
(directly and indirectly) by the government,5 acquired Ipiranga
with the help of BNDES, incorporated its petrochemical assets into
Braskem (in which it held a 30% stake), acquired Suzano and
merged it with Grupo Ultra into Quattor, and then merged the two
back into Braskem, making that firm the largest petrochemical
company in the Americas. Less than a month after the merger,
Braskem acquired a unit of the US company Sunoco Chemicals for
US$ 350 million and made a US$ 2.5 billion greenfield investment
4 BNDES now owns 34.9% of the company (Rocha, 2014).
5 50.85% by the Brazilian Federal government, 8.13% by BNDES, and 4.62% by Fundo

Fiscal de Investimentos e Estabilização, an investment fund controlled by the Brazilian
Federal government.
in a Mexican petrochemical complex (Arbix & Caseiro, 2012).
Likewise the government supported the merger of Sadia and
Perdigão which led to the creation of Brasil Foods, today one of the
largest food companies in the world, selling to more than 110
countries on five continents (Vargas & de Moura, 2015). Vale, a
privatized SOE in which the Brazilian government kept a
controlling stake, sold off after its privatization its paper and
pulp subsidiaries and its stakes in Brazilian steel companies, but
consolidated its market share in iron ore by purchasing a number
of Brazilian iron ore mines. The goal was to consolidate Vale’s home
market share and to keep BHP out of the Brazilian iron ore market
(Chaddad, 2003). By 2007 Vale accounted for 85% of Brazil’s iron
ore production and was the country’s sole iron ore exporter. It then
expanded abroad, acquiring Inco in Canada and a coal mine in
Australia, and investing in coal and copper projects in Africa
(Khanna, Musacchio, & Reisen de Pinho, 2010).

A second way in which the Brazilian government has helped
Brazilian firms to internationalize is by increasing export financing.
Between 2001 and 2012 BNDES export financing increased from US
$2.6 to US$11.3 billion (Araujo, 2013). BNDES offered such a
generous export financing package to Embraer customers that it
triggered a Canadian complaint to the World Trade Organization
(Amann, 2009).6 BNDES has offered guarantees for the large
foreign infrastructure projects undertaken by Brazilian construc-
tion companies such as Odebrecht (Finchelstein, 2012). The
Brazilian Foreign Office has also helped Brazilian companies make
foreign acquisitions and win foreign contracts. It was instrumental
in Vale’s successful bid to develop the Bayovar phosphate deposits
in Peru. Two years later, Lula’s personal intervention helped
Gerdau acquire the privatized Siderperu (Luce, 2008).

Safeguarding national sovereignty through home-grown inter-
national champions requires that the government be able to enlist
the economic power of such champions to carry out its policies.
Hence the government must be able to influence firm behavior. The
most direct way to do that is to own sufficient equity in the
champion. How did the Brazilian state achieve this? First, it made
sure that it kept a sufficient ownership share in those privatized
SOEs which had good prospects for becoming international
champions. Second, it took equity stakes in private companies it
thought could become international champions.

The Brazilian government made sure it kept control of its SOE
with international potential. BNDES, which was in charge of
privatizations took through BNDESPAR direct minority stakes in
the privatized firms and helped form consortia which bid for blocks
of shares. In these consortia it allied itself with private Brazilian
firms, foreign institutional investors, and SOE and ex-SOE pension
funds so as to keep control out of the hands of foreign MNEs (Inoue,
Lazzarini, & Musacchio, 2013).

Pension funds of SOEs and ex-SOEs are natural allies of BNDES.
They are major Brazilian investors. Previ, for instance, the pension
fund of the Banco do Brasil, a government owned bank, was in 2015
the largest Latin-American pension fund with assets of R$148.4
billion (US$ 38.3 billion). Petros, the pension fund for Petrobras
employees, is the second largest Brazilian pension fund, with
assets of R$68.1 billion (US$ 17.6 billion). There is considerable
evidence that the Brazilian government has been able to exert
influence on these pension funds (Costa, 2012). Musacchio and
Lazzarini (2014b: 37) write that “because the government has
voice in the management of state-controlled SOEs and these
companies have a voice in the management of their pension funds,
governments in Brazil . . . have been able to strategically use
pension funds in their favor.” Hence, to measure the level of control
the Brazilian government has over firms, it makes sense to add to
6 Bombardier, Embraer’s main rival, is a Canadian firm.



8 We looked at all the firms in our sample for which the percentage of voting
shares held by families was greater than 10% and collected data on the composition
of their management team and Board of Directors at end 2014 using the Formulários
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the stakes taken by BNDESPAR those taken by SOEs and other
government agencies (for example the Brazilian states) and by the
pension funds of present and former SOEs.

Through strategic alliances with private domestic investors,
state entities, and the pension funds of SOEs or privatized SOEs,
BNDES was successful in preventing foreign MNEs from buying
controlling shares in the privatized SOEs. In the first wave of
privatizations involving industrial and mining firms (1991–1997),
foreigners only got a 18% stake (Goldstein, 1999: 691), compared to
67% in Argentina (Finchelstein, 2016). Take the case of Vale. In
order to prevent its acquisition by Rio Tinto, BHP, or Japanese
trading companies, BNDES arranged to have the shares sold to a
consortium of Brazilian institutions (Chaddad, 2003). It took a 6.9%
direct stake in Vale and an 11.5% share in Valepar, which in turn
owns 53.9% of Vale. Valepar is a consortium of Mitsui, two Brazilian
investors (Eletron and Bradespar, a subsidiary of the Brazilian bank
Bradesco), and of Litel. Litel is, in turn, a consortium of Previ, Petros,
Funcef – the pension fund of the Caixa Economica Federal (a bank
SOE) – and Funcesp, which manages the pensions of ten Brazilian
utilities, all present and former SOEs (Musacchio & Lazzarini,
2014a). Because BNDES can obtain, when needed, cooperation
from the pension funds, the Brazilian state has through its direct
and indirect stakes effective control over Vale.7 Similarly, the
government sold a 45% stake in Embraer to (a) a consortium of US
investors assembled by Wasserstein Perella, (b) the Bozano
Simonsen Brazilian conglomerate, and (c) Previ and Sistel–Sistel
is the pension funds of Telebras, a telecommunication SOE. The
government got a golden share that carries veto power over
changes in control and corporate purpose and over the creation
and alteration of defense programs (Goldstein, 2002).

Second, BNDES has also taken equity shares in Brazilian firms
with high internationalization potential. Between 2005 and 2011, it
injected US$ 4.7 billion in equity to finance the foreign acquisitions
of Brazilian companies in textiles, IT, pharmaceuticals, and
machinery (Caseiro & Masiero, 2014). In 2005, for example, BNDES
took a stake in Coteminas to help it acquire the US textile firm
Springs Industries (Finchelstein, 2012). Coteminas is now the
world’s largest producer of home textiles (da Silva, da Rocha, &
Carneiro, 2009). The bulk of these equity investments, however,
has benefitted Brazilian meat processing companies. BNDES
invested US$4 billion to help finance JBS’s successive acquisitions
of Swift Armour in Argentina, of US-based companies Swift and Co,
National Beef, Smithfield Beef, and Pilgrim’s Pride, and of the
Tasman Group in Australia. This buying spree made JBS the world’s
largest beef processor and BNDES its largest minority shareholder
with a 30 percent stake (Musacchio & Lazzarini, 2014a).

Let’s summarize our argument so far. We have shown that the
Brazilian government, while it has opened up its economy to
foreign competition and reduced its stakes in its SOEs, has not
abandoned its policies of direct intervention in the economy in
defense of its sovereignty. These policies, which were inward-
looking and protectionist under ISI, are now directed at making
international champions out of Brazilian firms which have
demonstrated a potential for successful international expansion.
To guarantee that the international champions which have
benefitted from state aid remain Brazilian and collaborate with
the government, the state has kept – or taken – equity position in
them through BNDES, other government entities, and the pension
funds of SOEs or ex-SOEs. As a result, highly internationalized
Brazilian firms have a significant level of government ownership.
Indeed it is reasonable to believe that the higher the prospect of a
7 This was shown when President Lula got into a conflict with Vale’s CEO. BNDES
got the support of Previ, Petros, Funcef and Funceps and successfully ousted the CEO
over the objection of the other shareholders.
firm becoming an international champion, the higher the stake
that the state is likely to take in them. This leads us to our first
hypothesis:

Hypothesis 1. The higher the total equity held by Brazilian
government institutions (BNDES, SOE pension funds, and other
government entities) in Brazilian firms, the higher their degree of
internationalization.

There is evidence that majority-owned or fully-owned SOEs
perform significantly worse than fully private firms (Megginson &
Netter, 2001). We have seen that SOE efficiency can be improved by
having the state sell a majority stake in their SOEs to a private
blockholder. That blockholder will be motivated to maximize
performance, and can be expected to efficiently monitor the firm’s
managers. Hence firms with minority state ownership should
perform better than SOEs majority or fully-owned by the state.
Inoue et al. (2013) find that BNDES equity had a positive influence
on the profitability of Brazilian firms if its stake was higher than
10%.

One would expect the negative consequences of state owner-
ship to be lower when the other firm shareholders own controlling
shares than when non-government ownership is dispersed. A
controlling private owner has incentives to be efficient and the
power to fight off the negative tendencies of state ownership. A
striking feature of the governance of Brazilian firms is the
important role played by families (Aldrighi & Neto, 2007).
Family-owned firms make up almost half of our sample and are
overwhelmingly family-managed.8 What is the expected impact
on internationalization when families are the dominant owners of
firms partially owned by the government? When the government
has a minority share, it has to work with the dominant owner, in
our case families. If families and the government do not share the
same internationalization goals, then having families in control
may lead to a lower level of internationalization than when the
government has unambiguous control. If they do share the same
goals, on the other hand, then having families in charge may result
in a higher level of internationalization, because families have
greater incentives to perform than civil servants.

There is evidence that the Brazilian business community –

dominated by families, as we have seen – shares the government
views towards internationalization and the need for government
support to achieve that goal. Ougaard (2014) notes that the
position papers published by Brazil’s main employer associations–
at the state level the Federecão das Industrias do Estato de São
Paulo (FIESP) and at the national one the Confederacão Nacional de
Indústria (CNI)—call for “continued expansion of the already
competitive export industries through better market access abroad
[and] continued growth of outward FDI by Brazilian MNEs”
(Ougaard, 2014: 9). Ougaard (2014) also points out to the close
links between the business community and the state. For instance,
business representatives sit in the 19 competitiveness councils
responsible for implementing the latest development plan, the
Plano Brasil Maior (2011-).

We would expect therefore family firms in which the
government has taken a minority share to be more successful
on international markets than firms with dispersed ownership.
de Referência available at the Brazilian Securities and Exchange Commission
(Comissão de Valores Mobiliários—CVM) and the Sao Paulo Stock Exchange
BM&FBOVESPA web site. We found that 114 out of 133 firms (86%) had at least
one family member on the Board of Directors, and 104 out of 133 (78%) at least one
family member as CEO, Vice President, Director, or President or Vice President of the
Board of Directors.
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Family firms may be better run. For family firms at early stages of
internationalization, an injection of BNDES equity is very valuable
because in Brazil, as Benjamin Steinbruch, the President of FIESP,
notes “no single private bank wants to provide middle and long
term financing, especially for investments” (Noticias Politica,
2014). Having the government as a minority partner also helps
family firms obtain subsidized loans, export financing, and
diplomatic assistance to help line up foreign contracts and to
facilitate foreign market entry. And indeed the example of JBS,
Coteminas, and Fibria shows that some of the most successful
Brazilian internationalizers are family firms. This leads us to our
second hypothesis:

Hypothesis 2. Firms in which the government shares control with
families will have a higher degree of internationalization than firms
with dispersed ownership.

In Brazil, foreigners make up a second important group of
owners (Aldrighi & Neto, 2007). In our sample they were dominant
shareholders in 8.3% of all observations. Bhaumik, Driffield, and Pal
(2010) argue that foreigners usually have better knowledge of
international opportunities and better governance practices than
domestic firms, and hence that firms in which they have a stake
should be more internationalized. They find that this is the case in
Indian family firms. Similarly, one could argue that foreign firms
should be able to leverage government equity into superior
Table 1
Ownership structure categories.

Government is dominant shareholder

GOVERNMENT_D_10% (t-1) =1 if GOVERNMENT_% � 1
BNDES_D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_D_10% (t-1) =1 if BNDES_% < 10% and P
OTHGOV_D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNDS_D_10% (t-1) =1 if BNDES_% � 10% and 

BNDES_OTHGOV_D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_OTHGOV_D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNDS_OTHGOV_D_10% (t-1) =1 if BNDES_% � 10% and 

Families and Foreigners are dominant shareholders
FAMILIES_D_10% (t-1) =1 if GOVERNMENT_% < 10
FOREIGNERS_D_10% (t-1) =1 if GOVERNMENT_% < 10
FAMILIES_FOREIGNERS_D_10% (t-1) =1 if GOVERNMENT_% < 10

Government and Families are dominant shareholders
GOVERNMENT_FAMILIES_D_10% (t-1) =1 if GOVERNMENT_% � 1
BNDES_ FAM_D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_ FAM_D_10% (t-1) =1 if BNDES_% < 10% and P
OTHGOV_ FAM_D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNS_FAM_ D_10% (t-1) =1 if BNDES_% � 10% and 

BNDES_OTHGOV_FAM_ D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_ OTHGOV_FAM_ D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNS_OTHGOV_FAM_ D_10% (t-1) =1 if BNDES_% � 10% and 

Government and Foreigners are dominant shareholders
GOVERNMENT_FOREIGNERS_D_10% (t-1) =1 if GOVERNMENT_% � 1
BNDES_FOR_D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_FOR_D_10% (t-1) =1 if BNDES_% < 10% and P
OTHGOV_ FOR_D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNS_FOR_ D (t-1) =1 if BNDES_% � 10% and 

BNDES_OTHGOV_FOR_ D (t-1) =1 if BNDES_% � 10% and 

PFUNDS_OTHGOV_ FOR_ D (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNS_OTHGOV_FOR_ D (t-1) =1 if BNDES_% � 10% and 

Government, Families and Foreigners are dominant shareholders
GOVERNMENT_FAMILIES_FOREIGNERS_D_10% (t-1) =1 if GOVERNMENT_% � 1
BNDES_FAM_FOR_D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_FAM_FOR_D_10% (t-1) =1 if BNDES_% < 10% and P
OTHGOV_FAM_FOR_D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNDS_FAM_FOR_D_10% (t-1) =1 if BNDES_% � 10% and 

BNDES_OTHGOV_FAM_FOR_D_10% (t-1) =1 if BNDES_% � 10% and 

PFUNDS_OTHGOV_FAM_FOR_D_10% (t-1) =1 if BNDES_% < 10% and P
BNDES_PFUNDS_OTHGOV_FAM_FOR_D_10% (t-1) =1 if BNDES_% � 10% and 
international performance. There are reasons, however, to doubt
this is the case in our sample. In Brazil, many of the firms where
government and foreigners share control are in banking and
utilities (water and energy), sectors which were excluded from our
sample. We have also excluded firms which are more than 50%
owned by foreigners. In many of the firms in our sample where
foreigners are the dominant shareholders, the foreign share is held
by private equity and investment funds. For instance, ownership of
America Latina Logistica, a railroad company, is shared by the
Brazilian government (through BNDESPAR, and the Previ and
Funcef SOE pension funds) and foreign private equity and
investment funds that together hold more than 20% of the firm’s
voting shares. There are reasons to believe that these foreign
owners are primarily interested in the Brazilian market and not in
international expansion. We conclude therefore that while firms in
which the government shares control with foreigners will be more
internationalized than firms with dispersed ownership, they will
be less internationalized than firms in which the government
shares control with families.

Hypothesis 3. Brazilian firms in which the Brazilian government
shares control with foreign investors will have a degree of
internationalization that is higher than firms with dispersed
ownership, but lower than firms in which the government shares
control with families.
0% and FAM_% < 10% and FOR_% < 10%
PFUNDS_% < 10% and OTHERGOV_% < 10% and FAM_% < 10% and FOR_% < 10%
FUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% < 10% and FOR_% < 10%
FUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% < 10%
PFUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% < 10% and FOR_% < 10%
PFUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% < 10%
FUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% < 10%
PFUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% < 10%

% and FAM_% � 10% and FOR_% < 10%
% and FAM_% < 10% and FOR_% � 10%
% and FAM_% � 10% and FOR_% � 10%

0% and FAM_% � 10% and FOR_% < 10%
PFUNDS_% < 10% and OTHERGOV_% < 10% and FAM_% � 10% and FOR_% < 10%
FUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% � 10% and FOR_% < 10%
FUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% < 10%
PFUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% � 10% and FOR_% < 10%
PFUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% < 10%
FUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% < 10%
PFUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% < 10%

0% and FAM_% < 10% and FOR_% � 10%
PFUNDS_% < 10% and OTHERGOV_% < 10% and FAM_% < 10% and FOR_% � 10%
FUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% < 10% and FOR_% � 10%
FUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% � 10%
PFUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% < 10% and FOR_% � 10%
PFUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% � 10%
FUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% � 10%
PFUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% < 10% and FOR_% � 10%

0% and FAM_% � 10% and FOR_% � 10%
PFUNDS_% < 10% and OTHERGOV_% < 10% and FAM_% � 10% and FOR_% � 10%
FUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% � 10% and FOR_% � 10%
FUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% � 10%
PFUNDS_% � 10% and OTHERGOV_% < 10% and FAM_% � 10% and FOR_% � 10%
PFUNDS_% < 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% � 10%
FUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% � 10%
PFUNDS_% � 10% and OTHERGOV_% � 10% and FAM_% � 10% and FOR_% � 10%
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The case where the government shares control with families and
foreigners is an intermediate case between that in which the
government shares control with families and that in which it
shares control with foreigners. Because the equity share of families
and of the government is lower, we would expect these firms to
have a higher degree of internationalization than firms with
dispersed ownership, but a lower one than firms in which control is
shared between families and the government. Hence our fourth
and last hypothesis:

Hypothesis 4. Brazilian firms in which the Brazilian government
shares control with family firms and foreign investors will have a
degree of internationalization that is higher than firms with
dispersed ownership and firms in which the government shares
control with foreigners but lower than firms in which control is
shared between families and government.

3. Data and methods

3.1. Sample and data

We selected all Brazilian firms listed on the São Paulo Stock
Exchange (BM&FBovespa) between 2002 and 2011 that reported
data on their foreign sales (zero or positive) and their ownership
structure. We excluded financial firms, public utilities (energy and
water), and firms more than 50% owned by foreigners in a specific
year. We removed firms in which yearly values for return on assets
and leverage were three standard deviations above and below the
mean. Because of missing information on foreign sales, especially
in early years, and as a result of mergers, acquisitions, bankruptcies
and delisting, we ended up with an unbalanced panel sample of
956 firm-year observations.

Financial data were collected from the Economatica1 database.
Information on foreign sales (both exports and local sales of foreign
subsidiaries) was obtained from Bloomberg and ThomsonOne and
was supplemented by consulting the annual DFP—Demonstrações
Financeiras Padronizadas and Formulários de Referência. Data on
ownership structure were obtained from the Formulários de
Referência and the Informativos Anuais available at the Comissão
de Valores Mobiliários.

Our dependent variable is a firm’s ratio of foreign sales to total
net sales (FSTS). Foreign sales consist of exports and the local sales
of foreign subsidiaries. FSTS is the most commonly used indicator
of internationalization (Sullivan, 1994). Oesterle, Richta, and Fish
(2013) found that using FSTS rather than multidimensional
variables of internationalization did not change their results.

Our main independent variable is the total government stake
taken in a firm (Total Government_ %), which is the sum of the
voting shares held by (1) BNDESPAR (BNDES_ %); (2) the pension
funds of Brazilian SOEs and former SOEs (Pension Funds_%); (3) and
government agencies and government wholly-owned banks and
enterprises (Other Government_%). We also investigate the separate
influence on foreign sales of these three types of government
stakes. The list of all these government investors is in Appendix A.

We also enter a firm’s family stake (Families_%) and foreign
stake (Foreigners_%). Families_% is the percentage of a firm’s voting
shares owned by families and FOR_% that owned by foreign
investors. Because of the pyramidal structure common in Brazil
(Aldrighi & Neto, 2007), we considered both direct and indirect
stakes (i.e. stakes held through other firms and funds).

We also created dummy variables to represent instances of
shared stock ownership—see Table 1. As in Bhaumik et al. (2010),
we assumed that owning more than 10% of the total voting shares
gave some degree of control. In fact, Brazilian law allows
shareholders who own more than 10 percent of a firm’s voting
shares to ask for a seat on the board of directors. Families are the
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dominant shareholders in almost half of the observations in our
sample. Firms in which families share control with foreigners make
up the second largest category (12.7% of the observations in our
sample), followed by firms with dispersed ownership (10.9%),
firms controlled by foreigners (8.3%), and firms controlled by the
government (7.3%). Firms with the highest FSTS are those in which
the following shareholders are dominant: (1) BNDES and other
government investors (FSTS = 83.5%); (2) BNDES, other govern-
ment investors, and foreign investors (FSTS = 80.4%); (3) SOE
pension funds and foreign investors (FSTS = 70.4%; (4) BNDES,
families, and foreign investors (FSTS = 45.2%); (5) BNDES and SOE
pension funds (FSTS = 42.5%); and (6) BNDES and families
(FSTS = 37.8%).

The theory of international production (Dunning & Lundan,
2008; Hennart, 1982) tells us that one of the motives for selling
abroad is the exploitation of firm-specific advantages. To control
for this, we use firm fixed effects. We also entered the following
control variables:

(1) Ownership Concentration (Ownership Concentration), mea-
sured by the percentage of shares with voting rights held by the
largest shareholders. We took into account formal shareholder
agreements, using information from the firm’s Annual Reports.

(2) Cash (Cash), measured by the ratio of cash and equivalents to
the book value of total assets.

(3) Firm size (Firm Size), measured by the natural logarithm of the
book value of total assets.
Table 3
Impact of government equity stake on internationalization.

Tobit Model—Dependent Variable = FSTS (t)—Mean of the Marginal Effect on the Exp

VARIABLES Model 1 Model 2 

Total Government_% (t-1) 0.1112** 0.09084***

(1.99) (2.83) 

BNDES_% (t-1) 

Pension Funds_% (t-1) 

Other Government_% (t-1) 

Families_% (t-1) �0.04381 �0.06952***

(�1.25) (�2.7) 

Foreigners_% (t-1) 0.06433 0.09958 

(1.16) (1.34) 

Ownership Concentration (t-1) �0.01744 0.00013 

(�0.55) (0.01) 

Cash (t-1) �0.03991 �0.05539 

(�1.13) (�1.42) 

Firm Size (t-1) 1.40478 0.88925 

(1.28) (0.83) 

Firm Age (t-1) 15.59408*** 14.32505***

(3.35) (3.24) 

Leverage (t-1) �0.03266*** �0.01888**

(�2.64) (�2.53) 

ROA (t-1) �0.03589** �0.02785 

(�2.13) (�0.88) 

FSTS (First) 0.8122***

(6.8) 

FSTS (t-1) 

Constant Yes Yes 

Year Fixed Effects Yes Yes 

Firm Fixed Effects Yes Yes 

Clustered Standard Errors on each Industry Yes Yes 

Number of Observations 956 878 

Number of Firms 173 173 

Log pseudolikelihood �1721.549 �1495.85400 

Pseudo R2 0.3948 �0.40940 

* p < 0.10.
** p < 0.05.
*** p < 0.01.
(4) Firm Age (Firm Age), measured by the natural logarithm of the
number of months since the date of incorporation reported in
the CVM registration forms.

(5) Leverage (Leverage), measured by the book value of gross debt
over total assets.

(6) Return on Assets (ROA), measured by net income divided by the
book value of total assets.

(7) Initial degree of internationalization (FSTSFirst). To account for
the possibility that the Brazilian government chooses to invest
in firms that are more internationalized, we entered the firm’s
first valid FSTS observation (FSTSFirst). As another way to control
for endogeneity, we also entered the previous year’s FSTS
(FSTSt-1)

Table 2 presents some descriptive statistics for the variables.

3.2. Estimation approach and econometric models

Government agencies such as BNDES and SOE pension funds do
not randomly select the firms in which they invest. Hence using
OLS to assess the impact of government equity investment on
internationalization may suffer from endogeneity bias because
unobservable factors may affect both the likelihood of state
ownership in a firm and its level of internationalization, making it
difficult to establish a causal link (Inoue et al., 2013). To handle this
problem we follow these authors and use a panel regression with
time-invariant firm-specific effects and year-fixed effects (the
ected Value of the Truncated Outcome

Model 3 Model 4 Model 5 Model 6

0.06666**

(2.56)
0.29962*** 0.29798** 0.2085**

(2.74) (2.37) (1.99)
0.1174** 0.07286*** 0.06467***

(2.1) (4) (3.89)
�0.00212 �0.01673 �0.02895
(��0.05) (�0.54) (�1.36)

�0.03716** �0.02736 �0.05236*** �0.02745***

(�2.52) (�0.86) (�4.71) (�3.42)
0.08528 0.04287 0.07466 0.06644
(1.18) (0.69) (0.89) (0.83)
0.00073 �0.01233 0.01215 0.00832
(0.06) (�0.36) (0.42) (0.46)
�0.03445 �0.03545 �0.04778 �0.0294
(�1.39) (�0.95) (�1.16) (�1.09)
0.63769 1.42609 0.90555 0.69705
(0.73) (1.24) (0.74) (0.71)
11.04259*** 13.99337** 12.8461** 9.90434*

(3.04) (2.39) (2.07) (1.93)
�0.01057 �0.02819*** �0.01175 �0.00667
(�1.33) (�2.59) (�1.04) (�0.76)
�0.00407 �0.03018** �0.01607 0.00233
(�0.25) (�2.21) (�0.6) (0.19)

0.73759***

(3.75)
0.18604*** 0.1787***

(9.4) (8.57)
Yes Yes Yes Yes
Yes Yes Yes Yes
Yes Yes Yes Yes
Yes Yes Yes Yes
874 956 878 874
173 173 173 173
�1444.14480 �1713.92930 �1487.71370 �1438.98440
0.42560 0.39750 0.41260 0.42770
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firms in our sample experience significant year-to-year changes in
government ownership over our period of analysis). Because a
firm’s level of internationalization is likely to be industry-specific
(Hennart & Park, 1994), we clustered standard errors at the
industry level, making sure that there were at least three firms in
each industry. Because our dependent variable FSTS varies
between zero and one, and because nearly half of the observations
in our sample (46.7%) have zero values, we use a Tobit panel
truncated at zero. Following Bhaumik et al. (2010), we lag our
independent and control variables one year. Table 2 shows that
correlation coefficients between the variables are below levels at
which multicollinearity would be a problem.

4. Results

In Table 3 we evaluate the influence of government equity
stakes on internationalization. The coefficients show the marginal
effect of the variable on the expected value of FSTS. Looking first at
the control variables, Firm Age is positively related to the degree of
internationalization. This is consistent with the findings of Floriani
and Fleury (2012) for Brazilian firms, and more generally with the
Uppsala model of gradual internationalization (Johanson & Vahlne,
1977). The stake taken by families, Families_% (t-1), tends to reduce
Table 4
Impact of ownership type on internationalization.

Tobit Model truncated at 0—Dependent Variable = FSTS (t)—Mean of the Marginal Eff

>10% 

VARIABLES Obs. Model 1 Model 2

GOVERNMENT_D (t-1) 70 1.4732 2.03477
(0.86) (1.18) 

GOVERNMENT_FAMILIES_D (t-1) 64 3.36419*** 2.81862
(3.25) (2.57) 

GOVERNMENT_FOREIGNERS_D (t-1) 24 1.19967 0.76894
(0.71) (0.44) 

GOVERNMENT_FAMILIES_FOREIGNERS_D (t-1) 28 5.00788** 4.92482
(2.24) (1.83) 

FAMILIES_D (t-1) 466 �0.35316 �0.5322
(�0.1) (�0.15) 

FOREIGNERS_D (t-1) 79 �1.64257* �2.8171
(�1.78) (�5) 

FAMILIES_FOREIGNERS_D (t-1) 121 0.81391 2.20295
(0.18) (0.48) 

Ownership Concentration (t-1) �0.0214 �0.0156
(�1.27) (�1.03) 

Cash (t-1) �0.04237 �0.0576
(�1.18) (�1.52) 

Firm Size (t-1) 1.57662 1.09426
(1.14) (0.78) 

Firm Age (t-1) 14.67363** 12.8813
(2.52) (2.38) 

Leverage (t-1) �0.02507** �0.0140
(�2.01) (�1.38) 

ROA (t-1) �0.03262 �0.0238
(�1.62) �0.69) 

FSTS (First) 0.62309
(3.43) 

FSTS (t-1) 

Constant Yes Yes 

Year Fixed Effects Yes Yes 

Firm Fixed Effects Yes Yes 

Clustered Standard Errors on each Industry Yes Yes 

Observations 956 878 

Firms 173 173 

Log pseudolikelihood �1728.9861 �1505.9
Pseudo R2 0.3922 0.4054 

* p < 0.10.
** p < 0.05.
*** p < 0.01.
the extent of internationalization when we control for past
internationalization (in models 2, 3, 5 and 6), while that taken
by foreign investors, Foreigners_% (t-1) has no significant impact on
a firm’s FSTS. Turning now to our hypotheses, Models 1, 2 and 3
show a positive relationship between a firm’s FSTS and the total
equity stake taken by the Brazilian state through the development
bank BNDES, government agencies, SOEs, and SOE pension funds,
as the coefficients of Total Government_% (t-1) are all positive and
statistically significant. These results support H1 which states that
total government equity participation has a positive influence on
the degree of internationalization of Brazilian firms. They are
consistent with the results of Shamsuddoha, Ali, and Ndubisi
(2009), Wang et al. (2012), and Zutshi and Gibbons (1998) in the
case of Asian firms. The coefficient of Total Government_% (t-1) is
0.066 in model 3, which means that a one percent change in the
equity taken in a firm by all government entities will result in a
0.06 increase in the firm’s percentage of foreign to total sales.
When we split the total Brazilian government stake into its
constituents, i.e. the stake taken by BNDES, by SOE pension funds,
and by other government institutions (Models 4–6), we find that
government participation through SOE pension funds and through
BNDES has a positive influence on internationalization, as the
coefficients of Pension Funds_% (t-1) and BNDES_% (t-1) are all
ect on the Expected Value of the Truncated Outcome

>0%

 Model 3 Obs. Model 4 Model 5 Model 6

 4.14117*** 57 1.31179** 2.60331*** 2.90773***

(2.87) (2.31) (3.14) (3.83)
*** 4.51762*** 92 5.27575*** 5.93005*** 5.53048***

(3.35) (7.31) (5.6) (8.8)
 2.95523* 19 �0.53196 �0.97698 �0.34487

(1.72) (�0.21) (�0.47) (�0.32)
* 6.56277*** 82 4.57184** 6.28511* 6.14614**

(2.97) (2.07) (1.93) (2.54)
 2.56525 365 2.09189** 3.02592*** 3.78709***

(0.83) (2.18) (2.58) (3.16)
*** �2.46809*** 76 0.32083 �0.76648 �1.86175*

(�4.33) (0.16) (�0.47) (�1.82)
 4.57328 191 3.30148*** 6.6766*** 6.41212***

(1.19) (5.19) (4.16) (3.92)
9 �0.00188 �0.02033 �0.01586* �0.00495

(�0.1) (�1.54) (�1.66) (�0.43)
6 �0.03375 �0.03606 �0.05858 �0.03654

(�1.48) (�0.83) (�1.21) (�1.14)
 0.72801 1.93992 1.3589 0.90831

(0.66) (1.56) (1.1) (0.93)
3** 10.17314** 13.35125* 12.45735* 10.5105*

(2.26) (1.91) (1.78) (1.95)
6 �0.00709 �0.03593*** �0.02721*** �0.01646*

(�1.09) (�3.49) (�3.13) (�1.88)
8 �0.00075 �0.04256** �0.03356 �0.00633

(�0.05) (�2.2) (�0.93) (�0.39)
*** 0.48535**

(2.2)
0.19997*** 0.19883***

(8.9) (9.93)
Yes Yes Yes Yes
Yes Yes Yes Yes
Yes Yes Yes Yes
Yes Yes Yes Yes

874 956 878 874
173 173 173 173

179 �1447.2989 �1729.3877 �1504.3377 �1445.7549
0.4244 0.3921 0.406 0.425
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positive and statistically significant. The stake taken by other state-
owned agencies (Other Government_% (t-1)) is not statistically
significant.

In Table 4 we investigate the impact of government stakes on
internationalization in firms in which these stakes are combined
with those of families and foreigners. To do this we use the dummy
variables described in Table 1, which have a 10% cutoff. Hence, as
shown in Table 1, GOVERNMENT_D corresponds to the case of firms
where the total government stake is greater than 10% while the
stakes of families and foreigners are both less than 10%. Likewise,
GOVERNMENT_FAMILIES_D corresponds to the case of a firm in
which the total government stake and the stake held by families
are both greater than 10%, and that held by foreigners is less than
10%, while GOVERNMENT_FOREIGNERS_D corresponds to the case
where the total government stake and the stake held by foreigners
are both greater than 10% and that held by families less than 10%.
The omitted group are firms in which the government, the families
and foreign investors own less than 10% of the voting shares, i.e.
firms with dispersed ownership. Models 4–6 of Table 4 also shows
the results with a zero cutoff. In that case, GOVERNMENT_D
corresponds to the case where the total government stake is
greater than zero, while the stakes of families and foreigners are
zero. Likewise GOVERNMENT_FAMILIES_D then describes the case
where the total government stake and the stake held by families
are both greater than zero, and that held by foreigners is zero,
while GOVERNMENT_FOREIGNERS_D corresponds to the case
where the total government stake and the stake held by foreigners
are both greater than zero with that held by families being equal to
zero. The omitted group in this case is composed of firms in which
the government, families and foreign investors do not have any
direct or indirect voting shares. The coefficients show the means of
the marginal effects of the variables on the expected value of FSTS.

Model 3 of Table 4 shows that the degree of internationalization
is higher for firms in which the government is the dominant
shareholder, that is when it is the only party with more than 10% of
the shares, than for firms with dispersed ownership. The impact of
government ownership is particularly strong when the govern-
ment allies itself with family firms: the coefficients of the
GOVERNMENT_FAMILIES_D dummy are positive and statistically
significant at 1% in all models. They are also larger than those for
the GOVERNMENT_D dummy at both a 10% and a zero cutoff. This
supports H2 in which we hypothesized that firms under the joint
influence of families and the government would be strong
internationalizers. The size of the effect is economically significant,
since the coefficient of GOVERNMENT_FAMILIES_D is 4.52 in Model
3, indicating that FSTS is 4.5 percentage points higher in firms in
which the government and families own each more than 10% of the
Table 5
Impact of government equity stake on internationalization.

Propensity Score Matching

Output—FSTS (t) N. Obs. N. Obs Treated N. Obs Untre

Total Government > 0% 941 242 699 

Total Government > 10% 948 185 763 

Total Government < 10% and > 0% 948 63 885 

BNDES > 0% 948 106 842 

BNDES > 10% 688 48 640 

BNDES < 10% and >0% 793 58 735 

Pension Funds > 0% 941 163 778 

Pension Funds > 10% 924 117 807 

Pension Funds < 10% and > 0% 931 52 879 

Other Government > 0% 776 74 702 

Other Government > 10% 769 48 721 

Other Government < 10% and >0% 752 26 726 

*p < 0.10.
** p < 0.05.
*** p < 0.01.
voting shares (and foreign investors less than 10%) than in the
omitted category. FSTS is also higher in firms where the Brazilian
government, families, and foreigners each own more than 10% of
the shares than in the omitted category, as the coefficient of
GOVERNMENT_ FAMILIES_FOREIGNERS_D is positive and significant
in Model 3. The FSTS for these firms (6.56 in model 3) is also higher
than that for firms where the government shares control with
foreigners (2.95 in model 3), but also higher than that for firms
where the government shares control with families (4.52 in model
3). This provides only partial support for H4.

The coefficient of GOVERNMENT_FOREIGNERS_D is positive, but
only mildly significant in Model 3, showing that firms in which the
government shares control with foreigners are not significantly
more internationalized than firms with dispersed ownership. Thus
our results only provide weak support for H3. As we mentioned,
the foreign owners of most of these firms are private equity and
investment firms who may prefer that the firms in which they
invest focus entirely on Brazil. Foreign owners are also less likely to
be influenced by government equity as they are less dependent on
government resources. As Table 4 shows, all the preceding results
are unchanged when we use a zero percent cutoff (models 4–6).

4.1. Robustness tests

We have seen that endogeneity poses a potential problem
because the Brazilian government does not choose randomly the
firms in which it wants to take equity. If it chooses to invest in
companies that already have a high degree of internationalization,
this may lead us to erroneously conclude that it is government
equity that leads to internationalization. To control for this, we use
Stata’s propensity score matching program. This program creates
comparable control groups of firms with characteristics similar to
those in which the government has taken a stake (either through
BNDES, SOE pension funds, or other government agencies). The
firm-level characteristics considered are the industry to which the
firm belongs, and firm size, ownership concentration, cash
holdings, leverage, age and profitability. We then compare the
level of internationalization in these two groups of similar firms
when they differ in the level of government equity.

The results are presented in Table 5. They show that firms in
which the government has an equity stake have on average a
higher degree of internationalization than firms which have no
government equity stake but are similar in terms of size, cash,
leverage, and profitability, and belong to the same industry. This
result is statistically significant at the 5% confidence level when
using 0% ownership as threshold for total government stake and at
the 1% confidence level using 10% as threshold for total
ated Treated Controls Difference Standard Error T-stat

26.149 19.332 6.817** 3.4647 1.97
28.107 17.581 10.526*** 3.8804 2.71
17.992 18.094 �0.103 4.0396 �0.03
38.759 28.417 10.342** 5.1418 2.01
44.725 37.029 7.696 6.3316 1.22
33.822 31.181 2.64 7.6669 0.34
24.156 17.389 6.767** 3.2146 2.11
27.592 19.673 7.919** 3.6035 2.2
13.735 12.839 0.895 3.5397 0.25
24.951 15.540 9.411 6.4446 1.46
23.269 16.090 7.179 7.0343 1.02
28.057 29.513 �1.456 7.8922 �0.18
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government ownership. This suggests that any level of government
ownership increases a firm’s degree of internationalization, but
that the Brazilian government has a particularly strong influence
on internationalization if its stake is above 10%. Table 5 also
confirms our previous results that the impact of government
equity on foreign sales is due to the investments of BNDES and of
SOE pension funds. The impact of these two groups of government
investors on internationalization is positive and statistically
significant at the 5% confidence level while investments by other
government agencies (for example by Brazilian states) have no
impact on internationalization.

5. Conclusions

In this paper we investigated the impact of government
ownership on the degree of internationalization of Brazilian listed
firms. We hypothesized that in large countries with strong and
relatively independent state institutions such as Brazil, policies of
openness and of SOE privatization may not signify the abandon-
ment of nationalist policies in which the state actively intervenes
in the economy in defense of national interests, but only a change
in their modality. We argued that in Brazil the state has attempted
to safeguard national sovereignty by fostering the rise of
international champions and has done so by both keeping an
equity stake in SOEs with international potential and taking an
equity stake in private Brazilian firms with strong international
prospects. We hypothesized the presence of a positive relationship
between a firm’s total government ownership stake and its degree
of internationalization. We also hypothesized that the impact of
state ownership on internationalization would be particularly
strong when the Brazilian state allies with Brazilian family firms.

Using a panel of 173 Brazilian listed firms over the 2002–2011
period, and controlling for endogeneity, we found support for our
hypothesis that the larger the total stake taken by the Brazilian
government in a firm, the higher that firm’s ratio of foreign to total
sales. Further investigation showed that the impact of government
equity on internationalization was driven by that taken by the
Brazilian government development bank, BNDES, and the pension
funds of SOEs and of privatized SOEs. We also found that
government stakes had a particularly significant impact on the
internationalization of Brazilian family firms but a lower one in
firms where foreigners were dominant shareholders.

Like any study, ours has limitations. Because of data availability,
we only considered listed firms. Our panel therefore excluded both
firms which were fully owned by the government and non-listed
firms. The measure of internationalization which we had to use for
lack of a better one, the ratio of foreign to total sales (FSTS), is also
somewhat crude. It lumps together exports and foreign sales, and
hence makes it impossible to differentiate between firms that
serve foreign customers through exports and those that serve them
through foreign production facilities. Consequently we are not able
to investigate whether state ownership biases the way the firm
serves its foreign markets, for example whether it tends to
encourage firms to privilege exports over foreign production.
Another limitation of FSTS is that it makes it impossible to
differentiate between a firm that has a large volume of sales in a
culturally close country and one which has the same level of
foreign sales, but in a large number of culturally distant countries.
We also only took into account the equity provided by BNDES,
other government entities, and the pension funds of SOEs and ex-
SOEs. Subsidized BNDES loans are an important component of
government support for the internationalization of Brazilian firms
and such loans may have had an independent effect. Lastly, this
study focuses on Brazil, and further research will need to establish
the extent to which our results apply to other contexts.
In spite of these limitations, our study makes a number of
interesting contributions. First, we contribute to the rather limited
literature on the internationalization of Latin American firms. We
show the crucial role that the Brazilian government has played in
the internationalization of Brazilian firms. Cuervo-Cazurra (2008)
and Stal and Cuervo-Cazurra (2011), among others, have pointed to
the role played by changes in home country institutional
environments in the rise of the Multilatinas. They argue that the
major reforms undertaken by Latin American countries in the
1990s, the opening up of their economies to foreign competition
and the privatizations of their SOEs, pushed domestic firms to
internationalize. We complement this literature by highlighting
the crucial part that governments have played in this process
through their policies of transforming domestic firms into partially
state-owned international champions. We show how these
policies are a rational response to the potential threat to national
sovereignty posed by policies of openness and privatizations.
While ISI policies protected national sovereignty by closing the
country to outside economic forces, national champion policies
aim to counterbalance foreign influence at home and project
national influence abroad through the development of strong
home country MNEs, the international champions. International
champion policies have been discussed in the political science
literature (e.g. Bremmer, 2009), but ours is, to the best of our
knowledge, one of the first systematic treatment of this topic in the
IB literature.

Our results thus underline the importance of understanding the
home-country institutional context if one wishes to make sense of
the rise and development of emerging market multinationals, and
of Multilatinas in particular. We document a radical change in the
policies of emerging market governments towards internationali-
zation. While under ISI policies firms were discouraged from
selling and investing abroad, governments in many emerging
markets, and in Brazil in particular, have balanced out the opening
of their countries to foreign competition with a policy of
encouraging selected domestic firms to become global compet-
itors. In Brazil this policy has taken the form of equity injections
into private firms by BNDES and by SOE and ex-SOE pension funds.
At the same time the government has used the minority stakes it
has kept in the privatized SOEs to push them to internationalize.
Starting in the 1990s, there has been a convergence between the
policies of the Brazilian government and those of the managers and
owners of the Brazilian firms striving to gain international stature
so as to successfully compete with foreign rivals on the global
stage. This explains why we find a positive and statistically
significant relationship between the total size of the government
equity stake in a firm and its share of foreign sales in total sales.

Our results also throw light on the new varieties of state
capitalism described by Musacchio et al. (2015). They show that
the Brazilian state has been able to implement its policies of
internationalization through minority stakes taken in family-
managed firms by its national development bank BNDES and by
the pension funds of SOEs and ex-SOEs. This suggests that while
privatizations have changed the modalities by which state control
is exercised, they have not, at least in Brazil, changed its substance.
The Brazilian state continues its developmentalist policies, albeit
in a different form. Indeed, by enlisting the energy and initiative of
the private sector, and in particular of Brazilian family firms, the
Brazilian state has dramatically increased its influence on the
economy. Far from resulting in a withdrawal of the state, the
privatizations have brought it back with a vengeance. Further
research might investigate the extent to which this is also the case
in other countries that have undergone similar privatizations.

More generally, our research shows how a focus on emerging
market MNEs may help improve extant theories of the MNE. These
theories have tended to underplay the role of home country
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institutions, and especially of governments. This is in spite of
considerable evidence that in many countries, even those
espousing liberal views, the state intervenes to support national
companies and to hinder foreign ones. To take a few examples, the
British government in the late 1960s encouraged the merger of two
British automakers to form a national champion, and when the
firm nearly went bankrupt, nationalized it and subsidized it
heavily. It also promoted the merger of British computer firms to
form ICL, and took a minority share in the newly formed company.
Both these efforts were unsuccessful, and the firms eventually
ended up in foreign hands (Jones, 1996). The French government
pursued similar policies in the computer field, and was similarly
unsuccessful. When European Union policies made it difficult to
support national champions, the French government pushed for
the development of European champions such as Airbus. It would
seem that rare are the cases of states keeping strictly hands-off
policies when it comes to international competition, and this ought
to be better reflected in our MNE theories.

Our research raises further intriguing questions. While some
attention has been paid to the role played by Sovereign Wealth
Funds in financing international champions (e.g. Bremmer, 2009),
we find little written on the role played by pension funds of SOEs
and former SOEs. Our results suggest that the Brazilian state has
been able to enlist the help of these pension funds to carry out its
policies of stimulating the internationalization of Brazilian firms. It
would be interesting to investigate whether this is particular to
Brazil, or whether it is also the case in other emerging markets.

Our findings also suggest a convergence between the policies of
the Brazilian state and the strategies followed by firms in which the
government has a stake. While we have no way to test it, we
surmise that this may be due to the tight personal relationships
that exist in Brazil between business leaders and the state (Nölke,
2010). Bremmer (2009) has argued that close ties between those
who govern a country and those who run its enterprises tend to
lead to poor economic decisions because the motivations for the
decisions tend to be political rather than economic. We have
documented that government equity stakes lead firms to
internationalize, but we do not know whether the resulting level
of internalization is optimal. An interesting research question is
whether the Brazilian government through its equity stake has led
firms to overinvest abroad. In that case this would affect their
overall profitability and the survival of their foreign subsidiaries.
Future research might investigate whether this is the case, and
whether there is a statistical relationship between a firm’s level of
government equity and the performance of its international
activities.

Lastly, our findings have important implications for the
managers of developed-country MNEs. To successfully operate
in foreign markets, MNEs must be able to efficiently bundle their
intangibles with local complementary factors, such as natural
resources, land, and access to customers (Hennart, 2009). For
example, to grow and survive, the Oil Majors (BP, Exxon-Mobil,
Shell, Chevron, Total, Conoco-Phillips) must be able to access
foreign oil and gas deposits and customers for refined products on
the same terms as their emerging market rivals. Yet emerging
market governments, in their effort to establish national cham-
pions, have pushed home firms to build strong domestic market
positions as a springboard for foreign expansion. This has resulted
in an uneven playing field: emerging market multinationals, often
partly or fully state-owned, can finance their international
expansion from their monopolistic or quasi-monopolistic control
of domestic resources (iron ore in the case of Vale, oil deposits in
that of Petrobras) or quasi-exclusive access to domestic customers.
At the same time these emerging market international champions
are free to expand in developed countries by making acquisitions
on their relatively efficient markets for firms and by setting up
greenfield investments, tapping into efficient and open markets for
inputs (Hennart, 2012). In the long term, this imbalance is likely to
hurt the prospects of developed-market MNEs, as can be readily
seen in the oil sector. Prior to 1973, the Oil Majors (the Seven Sisters
as they were then called) controlled 85% of the world’s oil reserves.
Today their share is down to 10%, with 90% held by the national
champions of the oil-rich states, the National Oil Companies
(NOCs). This shift has occurred because the NOCs have monopo-
lized the exploitation of their home-country’s best deposits,
confining the Oil Majors to hard-to-exploit fields. At the same time
the NOCs have enjoyed unfettered downstream access to devel-
oped market consumers. The story is repeating itself in other
industries. To avoid the fate of the Oil Majors, developed market
MNEs may have to enlist the help of their home governments to
obtain fully reciprocal treatment in emerging markets, although
one would expect such demands to meet stiff resistance from
countries that pursue international champion policies.
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Appendix A. : Government Entities included in this study.

Name Category Variable

BNDES Participações SA—BNDESPAR BNDES—Brazilian
National Development
Bank

BNDES

Fundação de Assistência e Previdência
Social do BNDES—FAPES

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação dos Economiários Federais—
FUNCEF

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação de Previdência
Complementar dos Empregados ou
Servidores da FINEP

Pension Fund of State-
Owned Enterprises

PFUNDS

Instituto Social dos Correios e
Telégrafos—POSTALIS

Pension Fund of State-
Owned Enterprises

PFUNDS

Instituto Infraero de Seguridade Social—
INFRAPREV

Pension Fund of State-
Owned Enterprises

PFUNDS

Caixa de Previdência dos Funcionários
do Banco do Brasil—PREVI

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação Petrobrás de Seguridade
Social—PETROS

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação Vale do Rio Doce de
Seguridade Social—VALIA

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundo Banespa de Seguridade Social—
BANESPREV

Pension Fund of State-
Owned Enterprises

PFUNDS

FORLUZ—Fundação Forlumina de
Seguridade Social

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação Sistel de Seguridade Social Pension Fund of State-
Owned Enterprises

PFUNDS

Real Grandeza Fundo de Previdência Pension Fund of State-
Owned Enterprises

PFUNDS

PREVI—BANERJ Pension Fund of State-
Owned Enterprises

PFUNDS

TELOS—Fundação Embratel Seguridade
Social

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação CELESC Seguridade Social—
CELOS

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação Sabesp de Seguridade Social—
SABESPREV

Pension Fund of State-
Owned Enterprises

PFUNDS

Ceres Fund de Seguridade Social
Embrapa e Embraer

Pension Fund of State-
Owned Enterprises

PFUNDS

Fundo de Participação Social—FPS Pension Fund of State-
Owned Enterprises

PFUNDS

Fundação Banco Central Previdência—
CENTRUS

Pension Fund of State-
Owned Enterprises

PFUNDS

FI-FGTS PFUNDS
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(Continued)

Name Category Variable

Pension Fund of State-
Owned Enterprises

BB RF IV Fundo de Investimento em
Renda Fixa (PREVI)

Pension Fund of State-
Owned Enterprises

PFUNDS

CIBRIUS—Instituto CONAB de
Seguridade Social

Pension Fund of State-
Owned Enterprises

PFUNDS

BANESPREV Mais Valor Ações—Fundo
de Investimentos

Pension Fund of State-
Owned Enterprises

PFUNDS

PORTUS Inst. Seguridade Social Pension Fund of State-
Owned Enterprises

PFUNDS

Secretaria do Tesouro Nacional Government Agency OTHERSGOV
União Federal Government Agency OTHERSGOV
Governo do Distrito Federal Government Agency OTHERSGOV
Governo do Estado do Rio Grande do Sul Government Agency OTHERSGOV
Prefeituras Municipais Government Agency OTHERSGOV
Estado de Santa Catarina Government Agency OTHERSGOV
Santa Catarina Participações
Investimento

Government Agency OTHERSGOV

Estado de Minas Gerais Government Agency OTHERSGOV
Fazenda do Estado de São Paulo Government Agency OTHERSGOV
Governo Federal � Ministério de Minas
e Energia

Government Agency OTHERSGOV

Prefeitura Municipal de Belo Horizonte Government Agency OTHERSGOV
Estado do Paraná Government Agency OTHERSGOV
Prefeitura do Município de São Paulo Government Agency OTHERSGOV
Caixa Econômica State-Owned Bank OTHERSGOV
BB Carteira Livre I—Fundo de
Investimento em Ações

State-Owned Bank OTHERSGOV

Banco do Estado de São Paulo State-Owned Bank OTHERSGOV
Banco Nossa Caixa S.A. State-Owned Bank OTHERSGOV
BB Topo Ações Dividendos FIA State-Owned Bank OTHERSGOV
Banco do Brasil S.A. State-Owned Bank OTHERSGOV
BB Gestão de Recursos—BB DTVM State-Owned Bank OTHERSGOV
BB Carteira Ativa State-Owned Bank OTHERSGOV
BANRISUL Fundo de Investimento em
Ações

State-Owned Bank OTHERSGOV

BRDE—Banco Regional de
Desenvolvimento do Extremo Sul

State-Owned Bank OTHERSGOV

BB Banco de Investimentos State-Owned Bank OTHERSGOV
Cia de Eletricidade do Estado da Bahia State-Owned

Enterprise
OTHERSGOV

Companhia do Metropolitano de SP—
Metrô

State-Owned
Enterprise

OTHERSGOV

CPFL—Companhia Paulista de Força e
Luz

State-Owned
Enterprise

OTHERSGOV

Telemar Participações S.A. State-Owned
Enterprise

OTHERSGOV

Tele Norte Leste Participações S.A. State-Owned
Enterprise

OTHERSGOV

CODEMIG State-Owned
Enterprise

OTHERSGOV

Telemar Norte Leste S.A. State-Owned
Enterprise

OTHERSGOV

CBP—Companhia Brasileira de Portos S.
A

State-Owned
Enterprise

OTHERSGOV

Telemar Norte Leste State-Owned
Enterprise

OTHERSGOV

Financiadora de Estudos e Projetos—
FINEP

Other State-Owned
Fund

OTHERSGOV

Fundo Nacional de Desenvolvimento—
FND

Other State-Owned
Fund

OTHERSGOV

Fundo Garantidor de Habitação—FGHAB Other State-Owned
Fund

OTHERSGOV

Fundo Garantidor para Investimentos—
FGI

Other State-Owned
Fund

OTHERSGOV

Fundo de Garantia de Operações—FGO Other State-Owned
Fund

OTHERSGOV

Fundo Garantidor à Exportação Other State-Owned
Fund

OTHERSGOV

Fundo Fiscal de Investimento e
Estabilização

Other State-Owned
Fund

OTHERSGOV

Fundo de Investimento do Nordeste—
FINOR

Other State-Owned
Fund

OTHERSGOV

Fundo de Apoio Contribuinte do Estado
de São Paulo—FUNAC

Other State-Owned
Fund

OTHERSGOV
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