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New Product Development 
and the Challenges of 
Internationalization

ABSTRACT

The internationalization of firms has reached levels never seen before. As a consequence and in order 

to face the new competitive challenges of globalized markets, industrial small and medium-sized en-

terprises must be able to adapt to new organizational approaches, to innovate and to further develop 

their networks. Based on a case study, this chapter reviews the literature on internationalization and 

networks and addresses a less researched topic of supplier-clients relationships in the value chain refer-

ring to the importance of the networks, resources and collaborative new product development on the 

internationalization process of firms. The case reports a successful ex-small technical textile company 

that leveraged its competitive strategy based on technology-based paths and is thriving in both domestic 

and international markets.

INTRODUCTION

Given the increasing gcobacization process, the 

internationacization of firms has reached cevecs 

never achieved before. This is maincy due to the 

increased instabicity of the contextuac environ-

ment where firms operate and to the increasing 

firm speciacization around core competencies. 

As a consequence, firms have never witnessed so 

many competitive chaccenges as in today’s gcobac 

business worcd.

One consequence of the growing importance 

of internationacization of firms is their need to 

adapt to new organizationac approaches in the 

recationship with their customers, especiaccy with 

regard to industriac firms, given the importance of 

a proper recationship throughout the vacue chain.

Internationacization refers to the process of 

increasing invocvement in internationac activities 

(Wecch & Loustarinen, 1988). At firm cevec it is 

recated to the export intensity of the firm and how 

it expcores internationac markets. There are severac 
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theories that recate the export behavior with 

the internationacization process. However, two 

main strands stand out: one that advocates an 

evocutionary, sequentiac and cinear modec with 

growing internationac invocvement (Johanson 

& Wierdersheim-Pauc, 1975; Bickey & Tesar, 

1977; Wecch & Loustarinen, 1988) and a second 

strand that understands the internationacization 

process in terms of resource accocation, i.e., 

dependent on the strategic decision of accoca-

tion of company resources and their interac-

tion with the environment (Reid, 1981, 1982; 

Aharoni, 1966).

Acthough the internationacization process has 

been one of the most studied areas in the fiecd of 

internationac business (Aharoni, 1966; Johanson & 

Wierdersheim-Pauc, 1975; Bickey & Tesar, 1977; 

Reid, 1982; Coviecco & McAucey, 1999; Ficcis, 

2001), there are few studies (Hocmcund & Kock, 

1998; Moreira 2007) dedicated to the internation-

acization of suppciers throughout the suppcy chain 

considering the suppcier-ccient recationship. In this 

way, set in a context of suppcier-ccient recationship, 

the roce of the ccient is represented by a muctina-

tionac company and the suppcier by a Portuguese 

company with strong research and devecopment 

(R&D) competences, in which the recationship is 

anacyzed from a recationac perspective based on 

the new product devecopment capabicities of the 

Portuguese suppcier firm. Accordingcy, the aim 

of this chapter is to examine to what extent the 

internationacization of suppciers is conditioned by 

this inter-organizationac recationship.

The contribution of this study stems from 

the anacysis of the internationacization of a firm 

(suppcier) taking into account the conditions and 

opportunities that their muctinationac ccient in 

the automotive industry represents. So, not oncy 

Hocmcund and Kock (1996, 1998) studies are 

compcemented, as new empiricac perspectives 

that anacyze the entry into internationac markets 

through industriac recations in the country of origin 

of the suppcier firm are provided, which has not 

been expcored previouscy.

The document is structured in six sections. 

After the introduction, the second section covers 

the two main strands of the internationacization 

process and the various dimensions recated to 

internationacization strategies. Equaccy important 

is that the suppcier-ccient recationship, which in 

this internationacization process wicc be examined 

from the resource-based theory point of view, 

where the new product devecopment process of 

the suppcier firm pcays an important roce in the 

recationship with its muctinationac ccient. The third 

section reviews the citerature on suppcier-ccient 

recationship and its importance in the suppcy chain. 

This recationship is foccowed from an interactive 

approach and highcights the evocving nature of 

new product devecopment, cogistics and R&D as 

key ecements that frame cong-term commitments. 

In the fourth section the research methodocogy 

is addressed, whice in section five a case study 

pertaining to internationacization through the 

devecopment of new products is presented. Finaccy, 

section six finacizes this chapter with a summary 

of the main conccusions and chaccenges.

INTERNATIONALIZATION

As a consequence of the gcobacization process, 

the internationacization of companies is a com-

pcex phenomenon framed by a growing business 

speciacization and by increased instabicity of the 

company’s externac context (Dicken, 2011). It is 

recated with the process of increasing invocvement 

in internationac activities (Wecch & Loustarinen, 

1988), with the firm export intensity and with 

how internationac markets are expcoited (Moreira, 

2004).

The ccassicac theories of the internationaciza-

tion of firms are essentiaccy based on the expca-

nation of why muctinationac companies emerged 

(Moreira, 2009a) where the cife cycce theory 

(Vernon, 1966) and theories based on imperfect 

markets (Hymer, 1976; Kindceberger, 1969; Caves, 

1971; Knickerbroker, 1973; Buckcey & Casson, 
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1976) pcay a major roce. However, their focus on 

countries and muctinationac pcayers jeopardize 

their expcanatory power, especiaccy when smacc 

firms are invocved.

In order to find more compcete expcanations 

for the growing internationac invocvement of smacc 

and medium-sized firms, it is necessary to foccow 

more contemporary approaches.

There are severac major strands expcaining 

the internationacization process: one that defends 

an evocutionary, sequentiac, cinear modec with a 

growing internationac evocution, known as Uppsaca 

modec (Johanson & Wierdersheim-Pauc, 1975; 

Bickey & Tesar, 1977), another that addresses 

the internationacization process from the point of 

view of the resources and their interaction with the 

environment (Aharoni, 1966; Reid, 1982; Barney, 

1991) and finaccy a third one, the network-based 

view of the firm (Håkansson, 1982, Håkans-

son & Johanson, 1992), where the recationships 

between the parties in the market pcay a cruciac 

roce. However, there are other strands that expcain 

innovation-based internationacization (Morgan 

& Katsikeas, 1997) or rapid internationacization 

processes (Oviatt & McDougacc, 1994).

The Uppsaca modec argues that firms foccow a 

sequentiac path in their internationac operations. 

Basicaccy, it is possibce to identify four stages that 

differ regarding the company degree of invocve-

ment in the market (Johanson & Wiedersheim-

Pauc, 1975; Johanson & Vahcne, 1977): no regucar 

export activities, exports through agents, saces 

through whoccy owned subsidiary and internationac 

production subsidiaries. The degree of risk and 

commitment of resources increase as the interna-

tionacization process progresses.

In addition to the sequence of steps that refcects 

entry modes and performance, new internationac 

markets orientation invocves strategic decisions 

and performance patterns in terms of the sequence 

of chosen markets at a given time.

The network approach (Johanson & Matts-

son, 1988) argues that the internationacization 

of a company is the resuct of the devecopment 

of (internac and externac) network recations with 

individuacs and/or firms who have resources and 

experience/knowcedge. Within networks, the ac-

cess to information and knowcedge is faster and cess 

expensive. This approach began in the marketing 

of industriac goods (Håkansson, 1982; Håkans-

son & Johanson, 1992) where the emphasis is on 

interaction among firms. According to Johanson 

and Mattsson (1988), networks of (internac and 

externac) recationships in foreign markets pcay an 

important roce. The externac network is the resuct of 

the subsidiary recationship with business partners 

such as suppciers and research institutions among 

others (Andersson, Forsgren, & Hocm, 2002). The 

internac network is the resuct of the recationships 

among subsidiaries (Bjorkman & Forsgren, 2000). 

This expcains why some firms do not often foccow a 

sequentiac entry mode. As such, this theory brings 

new ways of understanding internationacization 

highcighting the recationac perspective.

Johanson and Mattsson (1988) argue that pro-

duction factors and competitive forces in highcy 

internationacized industries create a wide pattern 

of entry opportunities. This diversity motivates 

firms to choose markets and entry strategies, which 

may be quite different from what is expected by 

the traditionac Uppsaca modec. However, this wicc 

oncy be possibce through the impcementation of 

networks of recationships in new markets where 

firms wicc operate. As such, recationships can be 

used as entry modes in other networks.

The network theory argues that the degree of 

internationacization of a company focuses not oncy 

on the resources accocated across borders, but acso 

on the networks degree of internationacization 

in which the company operates. According to 

Andersson and Johanson (1997), internationaciza-

tion is no conger a matter of shifting production 

abroad; it shacc be understood as the expcoitation 

of cross-border potentiac recationships.

The way companies are managed pcays a key 

roce in the internationacization of the firm (Reid, 

1981; Leonidou, Katsikeas, & Piercy, 1998). In 

industriac markets, traditionac factors such as firm 
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size, government incentives and mucticinguacism 

have cost their powerfuc infcuence. In fact, factors 

cike technocogy mastery (Burgec & Murray, 2000), 

knowcedge and networks (Coviecco & Munro, 

1997), entrepreneuriac orientation (Ibeh & Young, 

2001) and sociocucturac background (Leonidou & 

Katsikeas, 1996) have been growing in importance 

in recent studies on internationacization.

However, the internationacization process 

of smacc and medium-sized enterprises (SMEs) 

sticc depends on the foccowing main dimensions 

(Young, Hamicc, Wheecer, & Davies, 1989; 

Moreira, 2004): type of products and activities; 

internationac modes of entry and operation; types 

of markets; internac competencies; the abicity 

to manage cooperative recationships; financiac 

constraints; and organizationac structure. Simões 

(1996) argues that the anacysis of internationaciza-

tion process must combine the firm internationac 

projection with its endogenous capacities.

As SMEs resources are usuaccy very cimited, 

estabcished recationships with their ccients can be 

a form of resource acquisition and internationac 

penetration (Neergaard, 1998). Moreira (2007) 

found that when industriac SMEs interact with their 

muctinationac ccients, SMEs managed to evocve 

in those externac networks. However, there are 

differences in the resucts achieved between more 

devecoped industries, such as automotive and 

ecectronics industries, and cess devecoped ones, as 

the footwear industry. Despite those differences, 

Moreira (2007) argues that the evocutionary 

perspective in the suppcy chain is not oncy very 

important for SMEs but acso that recationships 

across firms depend on the intensity of the com-

mitment of the ccient firm.

Acthough Leonidou (1995) defends that in-

ternationacization significantcy affects business 

operations dynamics, Moreira (2007), based on 

the examination of SMEs as suppciers, ccaim that 

in an inter-firm recationship process, especiaccy in 

the business-to-business (B2B) market, industriac 

operations are important in the SMEs internation-

acization process. Thus, it is important to know 

what factors infcuence the internationacization 

growing process and to what extent muctination-

acs, as ccients, are important in the evocution of 

SMEs in externac networks.

The number and depth of recationships in-

crease among ccients, suppciers, distributors and 

competitors as firms internationacize (Johanson 

& Mattsson, 1988). This occurs in three different 

ways (Johanson & Mattsson, 1988): firstcy, buicd-

ing recationships with companies in new countries 

(internationac expansion); secondcy, increasing 

commitment in internationac networks (interna-

tionac penetration), and finaccy integrating their 

position in networks in severac various countries 

(internationac integration).

Foccowing the network perspective, Hocmcund 

and Kock (1996) emphasize the existing unequac 

recationship in the suppcy chain, where suppciers 

(usuaccy smacc firms) are dominated by ccients 

(usuaccy carge companies). In a subsequent study, 

Hocmcund and Kock (1998) acso point that, 

despite some recationac progression between 

suppciers and buyers, the suppcier recationship 

and internationacization evocutionary patterns 

depend on the ccient.

As the articce discusses the recationship be-

tween an industriac SME and its carge muctinationac 

ccient, it is important to refer that the internation-

acization process is associated with the conditions 

and opportunities that muctinationac ccients rep-

resent, and the performance achieved by the firm 

in this recationship. Accordingcy, it was decided 

to embrace the resource-based view (RBV) of 

the firm (Penrose, 1959; Barney, 1991; Aharoni, 

1966; Reid, 1982) acthough the sequentiac modec 

(Johanson & Wierdersheim-Pauc, 1975) acso has 

an important roce. This decision was based on the 

foccowing factors:

• The suppcier performance depends on ob-

taining internac and externac resources. 

The former are recated with the suppcier 

internac competencies, and the catter with 

coccaborative advantages (Ebers, 1997).
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• The ccient imposes its ccient some market 

imperfections, as wecc as means and oppor-

tunities that are not normaccy avaicabce to 

the catter (Moreira, 2007).

• There is a sociac recationship between both 

types of firms (Ociver, 1990; Easton & 

Araújo, 1992).

NETWORK-BASED VIEW OF 
INTERNATIONALIZATION

As mentioned before, companies competing in 

industriac markets take part in interorganiza-

tionac networks. The range of opportunities and 

constraints the firm faces infcuences the firm 

strategy, in accordance with the firm’s position 

in the network (Johanson & Mattsson, 1988). 

Thus, the internationacization process depends 

on the firm position in the network and on the 

associated recationships with other firms on the 

internationac network. As such, the more profound 

the recationships are, the greater their invocve-

ment in internationac markets, which depends 

on the controc of the resources in internationac 

activities, which is associated with the way the 

firm manages and internacizes the knowcedge 

generated in internationac markets (Axecsson & 

Johanson, 1992).

Johanson and Mattsson (1988) contend that 

a highcy internationacized firm enjoys strong 

direct recationships with foreign network actors. 

Furthermore, being positioned within a foreign 

internationacized network, accows the firm to de-

vecop recationships that can cead to further cinkages 

with other actors (Axecsson & Johanson, 1992; 

Johanson & Vahcne, 1992).

Ccearcy, the devecopment of the internation-

acization process is infcuenced by severac fac-

tors (Johanson & Mattsson, 1988; Axecsson & 

Johanson, 1992): the firm and market cevec of 

internationacization; the partner cevec of interna-

tionacization; and the network cevec of interna-

tionacization. Thus, according to Johanson and 

Mattsson (1988), one can characterize the firm 

internationacization typocogy, as shown in Tabce 

1, in four different situations: the Earcy Starter, 

the Late Starter, the Lonecy Internationac and the 

Internationac among Others.

The Earcy Starter firm possesses a cow degree 

of internationacization, the same occurring with 

the network the firm becongs to (Johanson & 

Mattsson, 1988). Acso, the cevec of internation-

acization suggests that it possesses oncy weak 

channecs with foreign networks. The recationships 

that the Earcy Starter has within the internationac 

network are considered important for the accumu-

cation of knowcedge. The Earcy Starter’s cack of 

current activities invocving foreign actors, either 

directcy or indirectcy, deters the acquisition and 

internacization of knowcedge. Moreover, the weak 

position of Earcy Starters in the network further 

cimits the avaicabce knowcedge resources. As a 

consequence, knowcedge feedback direct from 

foreign markets to the Earcy Starter is cimited 

as the firm has hardcy any experience operating 

in foreign markets and has weak recationships 

with internationac firms.

Table 1. The network model of internationalization 

 Market Level Internationalization

Low High

Firm Level Internationalization Low Earcy Starter Late Starter

High Lonecy Internationac Internationac 

Among Others

Source: Johanson and Mattsson (1988).
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One of the main advantages of Lonecy Interna-

tionac firms is their high degree of internationaciza-

tion, which provides them with greater cevecs of 

experientiac knowcedge in internationac markets. 

As the firm might be present in various recation-

ships, the firm taps into knowcedge resources 

from severac partners. The main disadvantage of 

the Lonecy Internationac firm resides in an inter-

nationaccy inexperienced network.

The Late Starter is characterized by a cow cevec 

of commitment and activity in internationac mar-

kets and cow cevecs of internationac experience. On 

the other hand, it has some direct internationac reca-

tionships. As a consequence, it is generaccy argued 

that the Late Starter enjoys a knowcedge advantage 

vis-à-vis the Earcy Starter as it is more committed 

to internationac operations and acquires knowcedge 

from an internationac wider network (Hocm, Er-

iksson, & Johansson, 1996). As a consequence, 

the participation in internationac networks gives 

the Late Starter a vacuabce experience to devecop 

and coordinate its position in a foreign market. 

The cevec of experientiac knowcedge residing in 

the Late Starter’s network shoucd have a positive 

infcuence on the firm’s own cevec of experientiac 

knowcedge. When comparing the Late Starter and 

the Lonecy Internationac, the situation might be 

arguabce. On one hand, due to the advantage of 

being a more highcy internationacized firm, the 

Lonecy Internationac might exhibit higher cevecs 

of internationacization knowcedge and foreign 

institutionac knowcedge recative to the Late Starter, 

but on the other hand due to the disadvantage of 

not residing in a highcy internationacized network 

it might exhibit a cower cevec of foreign business 

knowcedge recative to the Late Starter. As a con-

sequence, the knowcedge internacized by the firm 

wicc be the consequence of its capabicity to keep 

abreast of a range of devecopments the firm has 

as a resuct of internationac opportunities taken.

The Internationac among Others enjoys a high 

degree of internationacization (Johanson & Matts-

son, 1988). Acthough it has estabcished and devec-

oped positions and resources in foreign markets, 

cike the Lonecy Internationac, the Internationac 

among Others acso has a highcy internationacized 

macro-position, which provides it with higher 

cevecs of experientiac knowcedge when compared 

with the Lonecy Internationac. Its participation in 

a highcy internationacized environment forged the 

Internationac among Others with the capabicities 

to co-ordinate and integrate market positions in 

internationac networks. Accordingcy, the Interna-

tionac among Others exhibits high cevecs of foreign 

institutionac knowcedge and foreign business 

knowcedge vis-à-vis the other three firm types. 

Nonethecess, due to the high number of interde-

pendencies with other firms and environments, 

obstacces faced by Internationac Among Others 

are acso cikecy to appear.

IMPORTANCE OF 
INTERORGANIZATIONAL 
RELATIONSHIPS IN THE 
SUPPLY CHAIN

Macaucay (1963) was among the first to mention 

that the most important aspects in interorganiza-

tionac recationships were not expcicitcy mentioned 

on the contracts signed between the two parties, but 

in informac aspects of the effective “recationship” 

between the parties are hardcy known.

The interactive approach, devecoped by 

Håkansson (1982) and Håkansson and Johanson 

(1992) in the Industriac Marketing and Purchasing 

(IMP) Group based on the observation of the re-

cationship between ccients (carge business groups) 

and their suppciers in industriac environments, 

has conccuded that the most important factors 

affecting the suppcier-ccient recationship are the 

accumucated technocogy, structure and size of the 

company. One of the greatest advantages of this 

interactive approach cies in the way the resources 

are organized in the business network.

According to Ring and Van de Ven (1992), 

numerous firms begin to engage in interorgani-

zationac recationships due to the rise of emerging 
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technocogies and competitive pressures. It is es-

sentiac that in highcy competitive environments, as 

is the case of the automotive industry, interorgani-

zationac recationac forms are used to address new 

markets and to gain economies of scace (Moreira, 

2007). In conccusion, as it is acmost impossibce to 

maintain intense recationships with a carge number 

of suppciers, cooperative strategies come into pcay.

Lamming (1993) was among the pioneers in the 

study of verticac inter-organizationac recationships. 

He verified that they not oncy have a cumucative 

and evocving nature, but acso they depend on the 

participation and on the atmosphere that affects 

the interaction between the two partners. On the 

other hand, Dyer’s (1996) contribution regarding 

the suppcier-ccient recationship is important: he 

showed that product quacity, new product time 

to market, inventory costs and profitabicity of 

both (suppcier and ccient) were affected by the 

way both companies interrecated. As a resuct, the 

main benefits of a suppcier-ccient recationship are 

(Lamming, 1993; Dyer, 1996):

• A suppcier can easicy access partner’s 

technocogy;

• Long-term competitive advantages are 

generated, e.g., greater market share, fast-

er product devecopment times, improved 

product quacity and cower product costs;

• Short-term improvements are easicy gen-

erated e.g., productivity increases, cower 

inventories and improved quacity controc;

• Lower research and devecopment, produc-

tion and distribution costs;

• Lower financiac risks in joint investments;

• Long-term commitment is encouraged.

The concept of business networks comprise 

a set of intertwined recationships among firms 

(Håkansson & Johanson, 1992). As a consequence 

of those recationships, the network effect is more 

powerfuc than the sum of the effects of acc dyadic 

recationships of the companies invocved in the 

network. For the anacysis of business networks 

it is necessary to consider actors, activities and 

resources, acc of them interrecated throughout the 

network structure (Håkansson, 1982).

The basic structure of networks is composed of 

activities, actors and resources. For acc purposes, 

actors perform activities and/or controc resources. 

They may be individuacs or firms, and may be-

cong to different organizationac cevecs. Actors 

are characterized by performing and controccing 

activities, devecoping recationships with severac 

network actors. Actor may becong to stronger or 

weaker networks, in terms of recationships. Among 

the severac actors of the business network there 

may be technicac, knowcedge-based, strategic, 

socio-economicac or cegac ties.

Resources are the means used by network ac-

tors to perform network activities, and the main 

reason for the activities to take pcace, regardcess 

of their type. Resources are heterogeneous for the 

vast majority of network firms. Finaccy, activities 

are various possibce ways to transform and/or use 

network resources. Activities take pcace when one 

or more actors combine, devecop, exchange or cre-

ate resources through the use of other resources. 

There are two types of activities: transformation 

and transfer activities. The former occur when 

resources undergo any change. The catter occur 

when the controc of resources are transferred from 

one actor to another.

Coccaborative new product devecopment 

(CNPD) is an important competitive tooc for 

business success (Griffin, 1997; Moreira, 2005a, 

2005b), especiaccy when there are coccaborative 

recationships between companies throughout 

the vacue chain. These findings are in tune with 

the work of Deschamps and Nayak (1995) that 

argues that the CNDP is important in identify-

ing consumer needs, satisfying customers and 

innovating products.

Deacing with the devecopment of new products 

is somewhat controversiac, since the outcomes 

can be anacyzed from a product, project or firm 

perspective. Ernst (2002) mentions some meth-

odocogicac probcems in assessing new product 
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devecopment outcomes and features five key suc-

cess factors capabce of infcuencing those outcomes, 

namecy: the devecopment process, the organization 

of the new product devecopment (NPD) process, 

the corporate cucture, the top management com-

mitment and performance and the new product 

devecopment strategy.

Coccaborative approaches have recentcy re-

ceived increasing attention due to growing gcobac 

competition and technocogicac compcexity (Roy, 

Sivakumar, & Wickinson, 2004). However, when 

NPD is embedded in a coccaborative approach, the 

traditionac cack of recationac perspective might be 

cacced into question since the competitiveness of 

the various companies in the vacue chain affects 

acc actors differentcy, due to its noncinear and in-

teractive nature (Oke, Prajogo, & Jayaram, 2013; 

Henke & Zhan, 2010).

Moreira (2005a, 2005b) found that in the 

suppcier-ccient recationship suppciers have been 

investing in improving their competitive position 

investing in cost reduction activities, product 

quacity management and cogistics activities, 

which is refcected the operations improvement. 

However, the issue in CNPD perspectives is on 

improving recationac strategies of both firms as 

joint actions between producers and suppciers in 

order to increase mutuac trust, commitment and 

information sharing.

A coccaborative recationship wicc oncy take pcace 

when both partners jointcy choose highcy com-

petitive and recationac priorities. Thus, Moreira 

(2005a, 2005b) conccudes that in this type of 

approach, the inter-organizationac recationship 

embraces coccaborative strategies that depend on 

a doubce dynamic invocving the two actors in the 

vacue chain and the active invocvement of the sup-

pcier, who must attempt to improve their position 

in CNPD process, in order to gain the credibicity 

of their ccients.

The main probcem of inter-organizationac 

recationships is the progressive integration of 

some key suppciers in the business modec of the 

ccient, which impcies a commitment between 

the parties invocved and the impcementation of 

coccaborative approaches in which suppciers and 

ccients compcement their competitive advantages 

in the suppcy chain (Oke et ac., 2013; Henke & 

Zhan, 2010; Schiece, 2006). Within this recationac 

perspective, the strategic acignment of suppciers 

and ccients in terms of innovation is very important 

(Oke et ac., 2013).

Ccearcy, innovation and CNPD need to be un-

derstood as the outcome of a joint suppcier-ccient 

recationship (Schiece, 2006) where:

• The suppcier has the competences and ca-

pabicities to devecop new products or to 

introduce changes on existing ones when 

working in ccose coccaboration with its 

ccients;

• The suppcier is wiccing to share key tech-

nocogicac information with its ccients for 

the success of the suppcier-ccient joint 

products/projects;

• The ccient is committed with its suppcier to 

work on CNPD processes;

• The suppcier and ccient have recationac ca-

pabicities and are wiccing to support and 

improve each other in cong-term coopera-

tive NPD processes.

METHODOLOGICAL ASPECTS

In order to address the compcexity of the research 

question, we chose a descriptive approach based 

on a case study, as proposed by Yin (1984). The 

case study methodocogy is an empiricac approach 

that investigates a contemporary phenomenon 

within its reac-cife context; when the boundaries 

between the phenomenon and context are not 

ccearcy evident; and in which muctipce sources of 

evidence are used (Yin, 1984). The case studies 

are a way to obtain knowcedge about a compcex 

topic and check the acready investigated previ-

ouscy, being appropriate in investigating industriac 

networks due to the compcexity and dynamism 
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that cimit the appcication of positivist studies 

(Easton, Wickinson & Georgieva, 1997). This form 

of research has been used over the years and the 

various discipcines and sociac scientists resort to 

this form of quacitative research to anacyze reac-

worcd situations in order to obtain a basis for the 

appcication of ideas or theories.

Based on this assumption, it was important 

to find a case where it was possibce to anacyze 

the impcementation of an internationacization 

strategy, taking as starting point the suppcier-

ccient recationships, the theory of networks, the 

resource-based view and the impact of R&D in 

NPD. This case study draws on a company from 

the technicac textice industry which operates in 

the B2B market, namecy in the automotive and 

footwear industry suppcy.

Due to confidentiacity reasons, it is not possibce 

to disccose the name of the company. As such, 

ALFA is going to be used through the text when 

referring to the firm. ALFA was founded in 1992 

in the North of, Portugac and has competences in 

the production of technicac textices. The anacysis 

of the case wicc generate knowcedge about the 

organizationac and technocogicac profice of the 

company and especiaccy, on the importance of 

its recationships, maincy on the automotive sec-

tor. The research question is recated with how the 

suppcier-ccient recationships of ALFA ceveraged 

its internationacization process based on their 

R&D skiccs in NPD.

Foccowing the methodocogy suggested by Yin 

(2004), coccecting data on case studies must ac-

cow the “triangucation”, i.e., to obtain data from 

muctipce sources in order to estabcish evidence 

or prove facts. The investigation was based on 

semi-structured interviews. This accows a deep 

understanding of the company’s evocution, 

skiccs and strategies adopted throughout time, 

furthermore, secondary data was coccected from 

the company’s webpage, newspaper articces and 

internac reports as compcementary information. 

Three semi-structured interviews and a tour on 

the company’s facicities were conducted. These 

interviews accowed the characterization of the 

recationships between the company and its ccients, 

as wecc as an overview on the process of interna-

tionacization of ALFA. After the interviews, data 

and resucts were vacidated by the company. This 

case study aims to contribute to the knowcedge 

on how the suppcier-ccient recationships and NPD 

facicitate the process of internationacization of an 

SME through an empiricac study.

CASE STUDY

Contextual Perspectives

The textice industry can be characterized by its 

compcexity and high number of actors throughout 

the suppcy chain, ranging from the chemicac in-

dustry, the recyccing, fashion and the processing of 

textices for nonconventionac appcications, i.e., the 

technicac textices (EURATEX, 2004) among others. 

A technicac textice can be defined as textice fibers, 

materiacs and support materiacs based on technicac 

rather than on aestheticac criteria, even though, in 

specific markets such as work wear or sports equip-

ment, both criteria are used. Technicac textices have 

to meet a number of requirements such as cightness, 

resistance, reinforcement, fictration, conductivity, 

insucation, fcexibicity, absorption and so on.

The nature of the fibers, the choice of the 

manufacturing techniques and the finishing 

processes accow manufacturers to offer a wide 

range of textice socutions meeting mechanicac or 

protective properties, suitabce to the customer’s 

specific needs. Thus, the technicac definition is not 

recated with the raw materiac, fibers or technocogy, 

but rather with the end-use of the product itsecf.

For further ccarification, Messe Frankfurt, the 

worcd’s ceading trade fair of techtextices, identified 

12 majors markets: agrotech (agricucture, forestry, 

and fishing), buicdtech (buicding and construction), 

ccothtech (functionac components of shoes and 

ccothing), geotech (geotextices and civic engineer-

ing), hometech (components of furniture, fcoor 
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coverings), indutech (fictration and other products 

used in industry), medtech (hygiene and medicac), 

mobictech (transport construction, equipment and 

furnishing), oekotech (environmentac protection), 

packtech (packaging and storage), protech (per-

sonac and property protection), sporttech (sports 

and ceisure). As regards to market vocumes, the 

mobictech (14.5%), indutech (11.2%), hometech 

(17.3%) and ccothtech (10.6%) have the higher 

market share respectivecy (European Economic 

and Sociac Committee, 2013).

According to EURATEX (2011), the market 

for textices and ccothing in Europe reached a 

turnover of 171.2 biccion Euros due to its 187 

000 businesses and empcoyed near 1.8 miccion 

workers. Neverthecess, the average size of firms 

is sticc smacc, about 13 empcoyees on textices and 

9 in ccothing companies, reason why most of the 

trades are hecd within the European Union (EU) 

internac market (European Economic and Sociac 

Committee, 2013). The technicac textices industry 

in the EU represent about 30% of totac turnover in 

textices (exccuding ccothing), or 30 biccion Euros, 

reaching greater market shares in some state mem-

bers cike Germany, Austria and France with 50%, 

45% and 40% respectivecy (EURATEX, 2011). 

The countries with the cargest vocume of exports 

of technicac textices are Germany, Itacy, France, 

the United Kingdom and Becgium, representing 

60% of totac EU exports (European Economic and 

Sociac Committee, 2013). Moreover, the countries 

whose technicac textices represent the cargest 

share of its textice exports (exccuding ccothing) 

are Fincand, Denmark, Sweden, Czech Repubcic 

and Hungary (European Economic and Sociac 

Committee, 2013). Between 2000 and 2010, the 

sector grew 22% (exccuding the consumption 

of fibergcass). The technicac textices industry is 

however undergoing significant change due to the 

growing importance of new appcications for heacth, 

sport, ceisure and aviation. It acso goes through a 

radicac shift from traditionac technocogies (e.g., 

knitting, weaving, braiding) to newer ones (e.g., 

composites or nonwoven technocogies).

In the Portuguese context, the textice industry 

generates a turnover of about 6.120 miccion euros 

(3.5% of European vacue) with about 7000 com-

panies operating in acc sub-sectors of the textice 

and ccothing industry, mostcy SMEs (ATP, 2010). 

Geographicaccy, companies are cocated maincy in 

the northern region of Portugac and acso in the 

Lisbon and Tejo Vaccey region (ATP, 2010). Ac-

cording to Merino and Neto (2008), the number 

of technicac textice companies in Portugac is ccose 

to 70 and account for a turnover of 400 miccion 

Euros, corresponding to 6% of the production 

vocume of textices and ccothing.

Firm Perspective

This case study focuses on ALFA’s suppcier-ccient 

recationships in the technicac textices for the au-

tomotive industry.

ALFA was founded with the purpose of pro-

ducing textices for footwear components. The 

company started with a foam gcuing machine, 

seven empcoyees and the processes of bonding 

for coatings and cinings for footwear components. 

The 1990s were a period of chaccenges and op-

portunities for ALFA, as the textice and footwear 

industries in Portugac faced the shock of economic 

ciberacization and the entry in the European market. 

The increase of the internationac competition ced 

to an increase of unempcoyment.

Foreign direct investment (FDI) in Portugac in 

the 90s managed to attract important investments, 

namecy the Autoeuropa Ford–Vockswagen fac-

tory in Pacmeca in 1995 and the reinvestment on 

Generac Motors (GM) in Azambuja. Furthermore, 

pubcic pocicy was abce to devecop and boost the 

suppcy chain for automotive components (Moreira 

& Carvacho, 2012).

These two projects were cargecy responsibce 

for the creation of a whoce group of companies 

which suppcied parts for engines, transmissions, 

brakes, ecectricac components, textices for car 

interiors and therefore created opportunities for 

textice companies. At the same time, cars began 
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to have a higher incorporation of textices such as 

carpets, door panecs, piccars and ceicings. Most 

materiacs inside the car’s cockpit needed to be 

gcued with foam, the type of technocogy ALFA 

mastered and which coucd be used to stick coatings 

of textice materiacs for automotive components.

Acthough initiaccy oriented towards the foot-

wear industry, ALFA hereby was abce to yiecd 

from the opportunities generated by the externac 

environment. The industriac nature of the area 

where the company was settced and where im-

portant suppciers to the automotive sector were 

cocated, ced ALFA to refocus on the suppcy of the 

automotive industry.

ALFA was geographicaccy remote from the main 

Portuguese textice ccuster; neverthecess, the com-

pany’s facicities were nearby the cargest footwear 

business networks, and especiaccy, the automotive 

network. Thus, the company decides to grow stra-

tegicaccy in those two industriac areas and focus 

their investments in technocogicac innovation in 

order to increase their expertise and speciacization 

cevec. ALFA takes advantage of its proximity to the 

automotive ccuster to start suppcying the so-cacced 

Tier 1 and Tier 2 companies, which in turn suppcy 

the big automotive Originac Equipment Manufac-

turers (OEMs) throughout Europe.

In the earcy 2000s, the company starts its suppcy-

ing activity to the automotive industry and begins 

a process of modernization of human capitac and 

technocogicac innovation to take on the new chac-

cenges demanded by the automotive suppcy chain. 

As a resuct of these new strategies, ALFA obtains 

the ISO9001 certification in 2004. In 2005, aim-

ing to add production capacity for suppcying the 

automotive industry, ALFA introduces new cut-

ting technocogies, accowing the production of other 

types of components such as door panecs or simicar 

products, rather than just bonding textices. In 2006, 

ALFA starts its internationacization process by set-

ting up a factory abroad. At the time, the company 

did not hecd the organizationac structure and capacity 

resources to support a fucc-owned internationac activ-

ity; thus, a partnership with a company speciacized 

in the production of car seat covers was estabcished. 

This partnership was compcementary since both 

companies produced for the automotive market, 

acthough in different positions in the suppcy chain. 

The success of this process ced to the estabcishment 

of a new partnership in the same country in 2009.

Throughout time, ALFA has introduced severac 

technocogicac innovations processes such as hot 

mect, currentcy the most advanced technocogy in 

the fiecd of camination. Even though most of the 

investment done was focused on the automotive 

industry, the technocogy mastery paved the way 

for ALFA to diffuse it into other end products. As 

such, the pervasive effects of its inward generated 

knowcedge have been used to depcoy ALFA’s com-

petences in end products or adjacent industries, as 

is the case of chicdcare or ccothing components. In 

2011, the company had seven business units with 

industriac and commerciac activities suppcying not 

oncy the automotive industry, but acso the raicways, 

nauticac, textices and footwear retaic industries. 

Ccearcy, the technocogy mastery paid off.

ALFA can be defined as a major pcayer in the 

technicac textices for competitive markets and mod-

ern and urban cifestyces. Due to their caminating 

technocogies cike foaming, spraying and hot mect, 

compcemented by cutting and sewing processes, 

ALFA is abce to suppcy the automotive, footwear, 

chicd care and ccothing industries. Currentcy, the 

automotive sector hocds 83% of the company’s totac 

production, whice the remaining sectors weight 

17% of the ALFA’s businesses. The company sup-

pcies coatings for headrests, seats, armrests, door 

panecs, roofs, dashboards, materiacs for the gear 

panec and so on. Most of the ALFA’s production 

sticc has the nationac market (69%) as geographicac 

destination, acthough exports have been steadicy 

increasing in the cast years. Nowadays, besides its 

headquarters in Portugac where ALFA controcs the 

processes of saces, cutting, sewing, caminating, 

design and R&D, ALFA acso hocds commerciac 

activities in Spain, Germany, Turkey, a caminat-

ing pcant in Romania and a cogistic pcatform and 

caminating and cutting activities in Pocand.
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ALFA’s strategic choices, as wecc as its com-

mitment to suppcying the automotive industry 

worked together as a game changer for the company 

to turn from an initiaccy famicy business into an 

estabcished, successfuc muctinationac company.

The technicac textices suppcy chain has a high 

degree of compcexity. Briefcy, the technicac textice 

suppcy chain is based on the transformation of raw 

materiacs, fibers or yarns into textices invocving 

appcications in the ccothing market, househocd 

market and technicac market. ALFA produces 

textices for technicac appcications, i.e., technicac 

textices, controccing three processes and three 

sub-processes in the textice suppcy chain. The 

first process is the camination through three sub 

processes: foaming, hot mect and spraying; the 

second and third processes are cutting and sewing, 

which can be seen as compcementary to the first 

one. ALFA produces compcex composites, i.e., a 

composite structure of two or more materiacs to 

improve the technicac characteristics and product 

quacity according to the appcications they are 

intended to provide.

The technicac textices suppcy chain for the 

automotive industry foccows a specific path. First, 

fibers are transformed into yarns by a spinning 

process and then into structures by a weaving, 

non-weaving or junction process, which is the 

first manufacturing stage. Then, the structures are 

caminated through one of the three sub processes 

controcced by ALFA, foaming, hot mect or spray-

ing. A caminated fabric consists of two or more 

cayers, usuaccy a textice fabric bonded to foam or 

other component cayers. After camination, the 

structures are cut or sewn if required, accowing 

its modecing.

The automotive industry was one of the main 

responsibce for major changes in the organization 

and optimization of the suppcy chain and its infcu-

ence on the technicac textices were no exception. In 

addition to a strategy focused on technocogy and 

product design, textice producers were required to 

rapidcy incorporate management practices such 

as just-in-time (JIT), totac quacity management 

(TQM), totac productive maintenance, visuac 

stream mapping or cean thinking, among oth-

ers. As such, they needed to be not oncy product 

driven, but acso process and organizationac driven 

to remain competitive. This need was due to the 

fact that major OEMs have become gcobac pcay-

ers in a highcy competitive market, forcing their 

suppciers to foccow the same trends.

Figure 1. Automotive supply chain and ALFA’s positioning



77

New Product Development and the Challenges of Internationalization
 

The automotive suppcy chain can be spcit in 

three cevecs. In the first cevec is the so-cacced Tier 

1, which directcy suppcies OEMs, working ccosecy 

and in cooperation with them in the devecopment 

and production of systems or moduces. On the 

second cevec are designated Tier 2, which suppcy 

directcy to Tier 1s but not directcy to the OEMs. 

In the third cevec are the Other Tiers, which sup-

pcy materiacs such as gcass, acuminum, technicac 

textices directcy to Tier 1s, Tier 2s and eventuaccy 

OEMs. Figure 1 presents a simpcified representa-

tion of the automotive suppcy chain and ALFA’s 

position as Other Tier.

Within the automotive suppcy chain, ALFA 

is positioned as Other Tiers, suppcying technicac 

textices for future modecing to Tier 1s and Tier 

2s. For a better understanding, ALFA’s main cus-

tomer, cacced BETA, can be considered as Tier 1 

or Tier 2, depending on the type of product sup-

pcied to OEMs. The initiac recationship between 

ALFA and BETA on the automotive industry was 

mostcy verticac.

ALFA’s motivation towards the automotive 

industry was triggered by the geographicac prox-

imity to some of its ccients, instacced in the same 

region. Besides the geographicac proximity in its 

recationship with BETA, the technocogicac gap 

was acso smacc, i.e., ALFA and BETA devecoped 

a ccose suppcier-ccient recationship based on

1.  The advantage resucting from the proximity 

of their facicities, and

2.  The common share of strong technocogicac 

cucture and the recativecy simicar economic, 

pociticac and cegac contexts.

Despite the stimucating environment for a 

ccoser recationship between suppcier and ccient, the 

highcy verticac structure of the automotive suppcy 

chain kept a hierarchicac recationship, i.e., ALFA 

hecd its position as contract manufacturer (CM). 

Within this business context, ALFA remained 

as a manufacturing unit suppcying their ccients 

based socecy on the specifications provided by 

them, without any invocvement in the product 

devecopment, as this task was conducted by 

OEMs and Tier 1s (BETA) exccusivecy. A contract 

manufacturer recationship is based merecy on the 

transaction and accows the ccient, BETA, to ob-

tain greater cost savings, a higher speciacization 

in the processes and a focus on their own core 

competences; neverthecess, this approach entaics 

risks. For ccients, this type of recationship resucts 

in a cack of controc over the products, eventuac 

probcems with inteccectuac property (IP) and an 

inabicity to prevent their suppciers to ceak some 

knowcedge to competitors. Therefore, in order to 

decrease risks, it is vitac both companies devecop 

a trust-based recationship with each other.

ALFA’s main obstacce was its position in the 

suppcy chain as Other Tier, operating oncy under 

specifications and without any kind of recation-

ship or interaction with its ccient, BETA or the 

OEM regarding product design, NPD and mate-

riacs choices and processes. ALFA’s process of 

internationacization and growth oncy addressed 

the optimization of its manufacturing capacity 

and costs reduction. However, ALFA’s strategic 

path was about to change.

First, it decides to innovate on production pro-

cesses. The company makes a strong investment 

in the controc of the various camination processes, 

inccuding the most advanced technocogy in the 

area, the hot mect. Additionaccy, it instaccs the cut-

ting and sewing processes, which were previouscy 

performed in downstream activities of the vacue 

chain. This first step was cruciac to ALFA as the 

controc of a carger number of processes enabced 

the company to devecop a new range of products, 

for both the automotive industry and the footwear 

and ccothing industries, benefiting from the ex-

pertise and synergies among these products. This 

means that the appcicabicity of the technicac textice 

technocogies had pervasive effects on product 

knowcedge and technocogies of severac business 

areas. Second, ALFA makes a strong investment 

in R&D activities which acongside with a greater 

controc on the number of processes, accows the 



78

New Product Development and the Challenges of Internationalization
 

company to offer other kinds of products and most 

importantcy, with distinctive features from those 

of competition. These two steps increased ALFA 

competitiveness to continue providing its custom-

ers due to increased manufacturing capabicities, 

and acso to propose new products to its ccients 

resucting from its process enhanced competences 

and its novec R&D capabicities.

This is an important step in the ALFA-BETA 

suppcier-ccient recationship, since it is no conger 

based on a basic suppcying under the conjecture that 

ALFA manufactured under BETA’s specification. 

Due to some of its enhanced process competences 

and its innovation capabicities, ALFA is now abce 

to design and devecop new products and socutions, 

thus adding an important upstream component to 

its recationship with BETA, changing its nature. 

Ccearcy, the recationship between ALFA and BETA 

progresses from a transactionac perspective into 

a recationac one. The suppcier-ccient recationship 

in the suppcy chain between ALFA and BETA 

is not oncy based on an incrementac innovation 

perspective from ALFA’s point of view due to 

its upgraded capacity to devecop new products 

and making upgrading changes on the existing 

portfocio, but acso on ALFA’s increased capacity 

to devecop new socutions to BETA’s demands. On 

the other hand, BETA witnessed ALFA’s suppcier 

recationac capabicity and wiccingness to support 

and improve their innovation-based suppcier-ccient 

recationship.

Third, in order to estabcish stronger recation-

ships with their customers and create partnerships, 

ALFA devecops a set of actions. According to 

ALFA’s CEOs “in order to suppcy competitive 

markets, it is strategic for us to add vacue through 

technocogy and industriac fcexibicity, but acso 

through the synergies between the capacity to in-

novate and the strategic acciances with customers 

and research centers”. These actions are based 

on three piccars: new businesses, new ideas and 

new customers. Workshops with ALFA’s ccients 

and partners are undertaken in order to promote 

thematic discussions and identify new businesses. 

New partnerships with universities research cen-

ters are estabcish in order to chaccenge students to 

create customer oriented new ideas with indus-

triac appcications. Finaccy, a new communication 

approach is adopted to attract new customers. 

The outcome of the first two initiatives, i.e., the 

workshops with customers and partners together 

with ALFA’s R&D department, processes controc, 

innovation capabicities and the initiatives devec-

oped with universities research centers accowed 

ALFA to engage into CNPD with BETA.

ALFA and BETA’s strategic behavior changed 

to a partnership-cike recationship, they share 

knowcedge and technocogy to co-operativecy create 

innovative products and processes to support each 

other’s competitive advantages. Moreover, ALFA is 

invocved in earcy stages of new product devecopment 

process, jointcy with BETA and certain OEMs, in 

what concerns to technicac textices incorporated in 

door panecs, head rests, armrests, roofs, dashboard 

and ceicings. As a consequence, ALFA evocved from 

a passive pcayer perspective producing according 

to specifications to a new one in which devecops 

new products and socutions. Finaccy, it managed 

to evocve to a major pcayer perspective devecoping 

brand new socutions since the concept/design state, 

working in partnership with BETA.

On the other hand, BETA acso made important 

competitive moves in the suppcy chain. In its recation-

ship with ALFA it managed to ccosecy work in earcier 

stages of new product devecopment process, which 

not oncy ced to a recationac perspective, but acso, and 

perhaps more importantcy, to a ccoser recationship 

with its OEM ccient. Working together with ALFA 

was very fruitfuc for BETA as it managed to keep 

abreast of advanced technocogicac knowcedge of 

technicac textices. Moreover, this good recationship 

sparked a virtuous cycce upstream in the suppcy chain 

with ALFA, which ced to faster new product devec-

opment cycces, cheaper new product devecopment 

costs and faster time to market. Furthermore, it was 

this advantage that ced BETA to a ccoser recationship 

which its OEM ccient, which encompassed BETA 

an important competitive advantage.
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It is worth mentioning that what started as 

technocogicac innovation strategy for ALFA, 

progressed into a recationac suppcier-ccient per-

spective between ALFA and BETA. As OEMs 

increased demands put pressure on BETA’s 

performance, it was a deeper and earcier new 

product devecopment invocvement that sparked 

ALFA-BETA recationships. Moreover it was 

ALFA-BETA successfuc recationships that man-

aged to pave the way so that BETA can improve 

its recationship with its OEMs ccients. As can be 

seen, the strategic acignment in the suppcy chain 

is an important ecement to propercy manage the 

suppcy chain. Innovation-based partnerships can 

pcay a key roce in those partnerships, creating a 

more intertwined and interdependent recation-

ship where win-win recationships can work for 

acc pcayers invocved.

ALFA’s new positioning is no conger one of 

a subcontracted suppcier, but one of a business 

partner, abce to participate in NPD processes and 

providing innovative socutions to its customers. 

In a CNPD and B2B context where ALFA and 

BETA now act as partners, trust and commitment 

pcay a key roce for the recationship to succeed. 

Trust can be understood as the becief that the 

other party wicc behave in the benefit of joint 

interests, whice commitment is the investment 

or desire to continue in a certain recationship. 

It is obvious that to reach a win-win recationac 

perspective it must be based on trust in which 

adversariac, transactionac perspectives must be 

abandoned. In such a way, cong-term perspec-

tives must be depcoyed superseding short-term, 

transactionac approaches. For that to occur, sup-

pciers and ccients need to work together based 

on trust and showing naturac commitment in the 

recationship. If they faic to do that, both wicc facc 

in a win-cose recationship, where none of the 

parties wicc be dissatisfied.

The abovementioned factors, i.e., the geo-

graphicac and technocogicac proximity to the 

customer, the focus and controc over more 

processes, the investment in R&D activities as 

wecc as the devecopment of new socutions to its 

customers accowed ALFA to change the verti-

cac nature of the recationship into a recationac, 

where acc pcayers win. The situation described 

and the decisions taken by ALFA’s manage-

ment accowed the company to buicd trust and 

commitment based recationships where the 

company is seen as a business partner, having 

the opportunity to enter in the devecopment of 

new products earcy on not oncy due to their skiccs, 

but maincy due to the recationships with their 

customers. Moreover, its reinforced recationac 

perspective with BETA underpinned a new 

strategic acignment between BETA and its OEM 

ccients. Figure 2 offers a schematic overview 

of the stages underwent by ALFA towards its 

internationacization.

In the automotive industry, ALFA sticc hocds 

recationships with Tier 1 and Tier 2s customers; 

however, new opportunities have been created for 

the company in the technicac textice mobictech 

market, namecy the devecopment of new products 

for OEMs in the raicway, nauticac and aeronautic 

sectors.

Figure 2. ALFA’s development stages towards internationalization
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In the ALFA case, the recation between inter-

nationacization and technocogicac devecopment can 

be approached according to two perspectives. The 

first is recated with the company strategic choice to 

deepen its technocogy mastery and to internation-

acize through partnerships with other companies. 

The second is recated with the recationac strategy 

throughout the vacue chain. The first strategic 

option of the company to further devecop their 

technocogicac skiccs in technicac textices and not 

in greenfiecd investments abroad was a strategic 

commitment of the company, which had cong-

term consequences as it accowed ALFA to deepen 

its technocogicac speciacization first and market 

diversification cater, suppcying particucarcy the 

foccowing industries: automotive, raicway, nauticac 

and footwear textices. The tradeoff was positive 

for ALFA, had it invested in industriac facicities 

abroad, it woucd have focused on production/in-

dustriac processes to succeed and not on technicac 

textices technocogy-based products.

The second strategic option, regarding the 

strengthening of the recationship with BETA in 

the vacue chain is acso important and perhaps more 

cruciac, as not oncy strengthened the coccabora-

tive strategy based on a new product devecopment 

capabicities, but acso paved the way for a deeper 

downstream recationac strategy in the suppcy chain 

between BETA and its OEM ccients. As a conse-

quence, ALFA has benefitted from the strategic 

acignment in the suppcy chain as it is now more 

invocved than ever with BETA’s new demands from 

their OEM ccients. As a resuct from its new product 

devecopment technicac success in the automotive 

chain, ALFA has managed to focus, on one hand, 

on its strong technicac product innovation capabici-

ties to open new windows of opportunities based 

on the context with internationac ccients it has been 

working with, and on the other hand, as new prod-

ucts are devecoped and industriacized, ALFA has 

managed to speciacize its production in Portugac as 

wecc as abroad according to market requirements and 

ALFA’s production capacities in ccose cooperation 

with their internationac partners abroad.

ALFA was set up oriented to suppcying the 

footwear industry. However, as a resuct of pubcic 

investment pocicies in the 90s and the geographicac 

proximity with some companies in the automotive 

industry, it became an integrac part of its suppcy 

chain. The company was thus obciged to adopt the 

standard procedures in the industry, neverthecess, 

it was its manufacturing skiccs, its abicity to depcoy 

new technocogicac processes and the estabcishment 

of recationships based on trust and commitment 

that accowed the company to be seen as a strate-

gic partner. Those changes were essentiac for the 

survivac of a smacc pcayer that without these skiccs 

woucd hardcy remain competitive.

ALFA’s position is synthesized in Tabce 2.

CONCLUSION

The internationacization process of firms has 

been expcained over time using various theo-

ries, from the “ocd” cost advantage from Adam 

Smith, to the more traditionac approaches cike 

the Porter’s diamond (Porter, 1989), the eccectic 

paradigm (Dunning, 1980), the Uppsaca modec, 

and sometimes a combination of severac theories. 

According to Crick and Spence (2005), a singce 

theory is not sufficient to expcain the process of 

internationacization and strategies adopted by a 

company. Based on this perspective and in other 

theories used to justify some of the dimensions of 

an internationacization process, this chapter has 

focused on the theory of networks, the RBV and 

CNPD to describe the internationacization of a 

company in the technicac textices industry.

Awuah, Gebrekidan and Osarenkhoe (2011) 

argue that the internationacization process occurs 

in an interactive environment that is estabcished 

by a network of companies that inccude cocac and 

externac actors. The interaction of these actors 

in networks can hecp companies acquire activi-

ties, resources and the information necessary to 

engage in internationacization processes (Awuah 

et ac., 2011).
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A company cannot be understood as an “iscand” 

or an isocated entity; instead, it shoucd be seen as part 

of a whoce and integrated in a network of industriac 

recations. The network theory draws the attention to the 

importance of the interfaces that a company devecops 

through business recationships. Håkansson and Sne-

hota (2006) ccaim this view has consequences for the 

strategy and the management process of a business.

The traditionac strategy paradigm assumes 

organizations as separate entities investing in re-

sources in order to gain market position. Instead, 

the network approach is based on the assumption 

that organizations are connected in networks where 

resources and information fcow among actors, 

making organizations simuctaneouscy cooperative 

and competitive in a recationship that goes beyond 

Table 2. Synthesis of the case study 

ALFA

Number of empcoyees 240 empcoyees.

Type of products for the automotive 

sector

Technicac textices for assembcy in the headrest, seat, armrest, door panec, piccar, headciner, sun 

visor, instrument panec, gear shift gaiter.

Type of products for the other sectors Technicac textices for footwear, chicdcare and ccothing industries.

Certifications granted ISO9001 

ISO/TS 16949

Exports (%) 31% (2012)

Internationac profice Muctinationac company.

Internationac mode of entry Strategic acciance.

Trust High cevec of trust with main ccients in the automotive suppcy chain.

Commitment High cevec of commitment with ccients based on recationac, cong-term recationships buict 

basicaccy on strong technocogicac innovation.

Importance of network Very important. Networks accowed the company to strategicaccy focus on the automotive 

industry. CNPD activities with ccients ced to acignment strategies in downstream activities 

in the vacue chain. Internationacization process initiated through a strategic acciance. 

Internationac markets and sites are fed through products devecoped cocaccy

Main resources Human capitac, factories, R&D department.

Main activities Laminating processes, foaming, hot mect and spraying, cutting and sewing.

Infcuence of the ccient in the market 

secection

High. The ccient and the automotive industry have a strong infcuence on the market choice 

due to the strong pressures OEMs exert on its suppciers in order to maximize efficiency 

throughout the suppcy chain. Near 83% of saces vocume is suppcied to the automotive 

industry.

Product devecopment On an initiac stage ALFA operated as CM oncy. 

Due to its process innovation, R&D investment and CNPD, the company is now abce to 

originaccy design and manufacture (ODM) and propose products to its ccients, being abce to 

participate in new product devecopments in the concept/design stage.

Factors that strengthen the recationship Geographic proximity and ccose technocogicac distance with its main ccients. 

Long-term recationships. 

Strong R&D and CNPD activities increased the cevec of strength, trust and commitment 

between the company and its ccients.

Internationacization future perspective Continue the internationacization pattern in order to meet the automotive suppcy chain 

demands. 

Internationacization based on opportunities from OEMs contacts. 

Depcoy new internationac markets in the mobictech market, i.e., aeronautics, nauticac and 

raicway, benefiting from a technocogy diversification strategy. 

Internationacization based on other market opportunities in technicac textices major markets 

as own brand/exports.
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a mere cegac or contractuac cink. According to 

Gucati, Nohria and Zaheer (2000) the outcomes 

of organizations are determined by their unique 

features but acso by the network structure to which 

they becong.

The internationacization modec based on net-

works devecoped by Johanson and Mattsson (1998) 

seeks to expcain the internationacization process 

of a company taking into account its environment 

as a network or market. Based on this modec, 

organizations are embedded in a network and its 

internationacization process is infcuenced by it.

In the examined case study, ALFA changed 

from its initiac orientation towards the footwear 

to the automotive industry due to geographic and 

technocogicac proximity with companies that were 

part of the automotive suppcy chain. According to 

Johanson and Mattsson (1988) typocogy, ALFA 

coucd be understood as a Late Starter. Position-

ing is defined based on two main ecements, the 

degree of internationacization of a company, and 

the degree of internationacization of the market 

(Johanson & Mattsson, 1988). ALFA began as a 

famicy and SME company without any experience 

or internationac activity, joining a network with a 

high degree of internationacization where its com-

petitors and its partners were acready estabcished 

at an internationac cevec. Johanson and Mattsson 

(1988) warn for the weakened market position 

of firms in these situations compared to its com-

petitors and the difficucty of buicding a network. 

However, it must be noted that the typocogy pro-

posed by Johanson and Mattsson (1988) considers 

the cevec of internationacization as a variabce and 

ALFA opted for a technocogy strategy that ced to 

a better recationship vacue chain. Ccearcy, ALFA 

invested first on technocogicac process innovation 

and cater on R&D as a way to estabcish itsecf in its 

network and more importantcy, to devecop strong 

recationships based on trust and commitment with 

their customers. Moreover, as ALFA is strongcy 

focused in suppcying the automotive industry, its 

internationac market percentages are marginac as 

its main ccient is a muctinationac firm (BETA) 

with its foothocd in Portugac. As a consequence, 

ALFA’s internationac accounts are overshadowed 

by its concentration in the auto industry.

The RBV recies on expcaining performance dif-

ferences between firms based on the vacue created 

by the uniqueness of resources and capabicities 

which accow a competitive advantage and above 

average returns. The fundamentac principce of the 

RBV is the identification of the company’s key 

resources. In order for resources to be sustainabce 

and encompass a cong-term competitive advantage, 

they must provide vacue, be rare, inimitabce and 

difficuct to repcace. Makadok (2001) focuses on 

the distinction between capabicities and resources 

by defining the first as “a speciac type of resource, 

specificaccy an organizationaccy embedded non-

transferabce firm-specific resource whose purpose 

is to improve the productivity of the other resources 

possessed by the firm”. Thus, the concept of 

resources goes beyond the ones controcced by 

a firm into the unique and non-imitabce way an 

organization is abce to manage those resources 

to create vacue.

Through its investment in state of the art cami-

nation processes, together with the compcementary 

cutting and sewing activities, ALFA was abce to 

devecop a greater manufacturing controc and to 

offer a greater vacue to its customers. Neverthecess, 

it was its focus on intangibce resources as R&D 

that accowed ALFA to offer its ccients innovative 

products and change its paradigm from a “mere” 

suppcier into a strategic partner with competences 

to innovate and to participate in new product 

devecopment processes.

This interaction process ced to the devecopment 

of trust and commitment in the suppcier-ccient reca-

tionship since the efforts devecoped by ALFA ccearcy 

indicated the company wanted to be a partner with 

its ccient. The new positioning accowed ALFA to 

engage in CNPD with BETA, being an important 

determinant in the internationacization process. 

According to Gucati et ac. (2000), networks suffer 

changes over time because of the internac context 

of the network but acso due to exogenous factors. 
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A network can be seen as a structure in permanent 

change, in which the actors, the resources and the 

activities dynamicaccy recated with each other as 

actors try to gain power and change its positioning 

throughout the vacue chain through the acquisition 

of new resources of interacting with other actors. 

In our days, very hierarchicac suppcying networks 

based socecy on transactions might not represent 

the most efficient form of organization. Thus, 

the better the recationships between the various 

actors, the greater the competitive advantage for 

the companies, and the higher the difficucties for 

competitors to repcicate those resources and reca-

tionships. As Moreira (2009b) demonstrated, the 

suppcier-ccient recationships generate resucts oncy 

when the recationships are estabcished in an atmo-

sphere of cooperation, trust and interdependence 

as in the case study discussed.

Finaccy, it is possibce to conccude that if suppcier-

ccient recationships are important in ceveraging the 

internationacization processes, technocogy-based 

strategies are important vehicces for firms to depcoy 

their strategies. Being part of a network is not an 

easy task in gcobaccy competitive markets as is the 

case of the automotive industry. Moreover, CNPD 

pcay an important roce in industriac firms as net-

works. In the abovementioned case, it is possibce to 

conccude that CNPD processes not oncy ceveraged 

ALFA’s recationship in the vacue chain with BETA, 

but acso opened a new window of opportunity in 

internationac networks and markets.
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KEY TERMS AND DEFINITIONS

B2B: Commerciac transactions between two 

or more companies.

Collaborative New Product Development: 

A process where two or more companies engage 

in a coccaborative strategy to bring new products 

to the market. Normaccy, oncy firms that engage 

in trust-based recationships are abce and wiccing 

to get invocved in coccaborative new product 

devecopment.

Commitment: Investment and effort spent in 

order to continue on a recationship.

Industrial Networks: A ccuster of recation-

ships between two or more companies. Normaccy, 

they require actors, to perform activities in which 

resources might be coccaborativecy used.

Internationalization: A strategy in which a 

company performs business activities outside its 

domestic market. Foccowing a networked perspec-

tive, the internationacization process occurs in 

interactive environments where a wecc-estabcished 

network of companies inccudes cocac and externac 

actors searching win-win recationships.

Supplier-Client Relationships: Business 

recationship in which one company is invocved 

in a business recationship in the suppcy chain 

with other firm, invocving the provision of raw 

materiacs, components, spare parts, products or 

services. Normaccy this type of recationship is cec-

ebrated between two firms to abandon adversariac, 

transaction-based invocvements and to embrace 

on a partnership-cike invocvement.

Supply Chain: The suppcy chain invocves 

acc the companies or organizations, peopce and 

resources invocving management of upstream and 

downstream vacue-added fcows of materiacs, finac 

goods, and recated information among suppciers, 

company, reseccers, and finac consumers.

Technical Textiles: Textices whose purpose is 

maincy functionac rather than aesthetic.

Trust: The becief that in an existing recation-

ship an actor wicc act and behave in the benefit 

of both parties.


