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Culture and international business

• Success of international business requires knowledge and 
understanding of other cultures

– Cultural differences (i.e., Walmart in Germany: international 
experience, language, management style, human resources 
management…)

• Culture can increase or reduce the cost of doing business

• Although culture is not static: it changes, and even multinational 
companies can be drivers of cultural change (i.e., fast food)
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Spanish energy MNC Iberdrola enters US market in 2008 paying $4.5 billion for Rochester Gas & Electric and New York State Electric and 
Gas + New England utilities previously owned by Energy East.
1.25 million electric and 565,000 gas customers.
Hurricane Sandy hits US shores in October 2012.
Audit of Iberdrola by Public Service Commission criticized maintenance (obsolete equipment and lack of tree trimming), making network
more susceptible to outages with severe weather.  Too much staff outsourcing, not enough staff, and “meddling” corporate government
from Spain applying human resource figures for Spain, not New York.
On the other hand, Iberdrola awarded “Emergency Recovery Award” from Edison Electric Institute. 

This photo taken Tuesday, Oct. 30, 2012, shows what appear to be transformers exploding after much of lower Manhattan lost power during hurricane Sandy in New York. Much of New York was plunged into darkness Monday by a superstorm that overflowed the cit
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Economic

Huge sunk costs

Economies of scale and scope –

monopolies (regional or national)

Networks - network economies

Backbone of the economy

Socio-Political

Survival and Health

Quality of Life

Inclusion

Strategic (defence)

Status (nuclear, rail..)

Utilities are different…
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Different universes? Utilities and MNC
There is a common perception that utilities and MNC inhabit opposite, even

antagonistic areas of the economy…

Utilities
National-local

Essential services
Public (government)

Monopoly-
regulation

Citizens

MNC  
International 
Private goods
Private (firm) 

Competition –
market

Consumers

With little overlap…
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But this changed since the 2000s…

• As a result of previous policy changes from the 1980s:

• Privatization (sales; Public-Private Partnerships…)
• Competition
• Deregulation
• Relaxation of Foreign Direct Investment (FDI) regimes

• In consequence, utilities have emerged as some of the world’s
largest Multinationals….
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Structure of the Lecture

1). The Coming of Age of the Infrastructure MNC
2). A profile of major players: geography, sectors, ownership
3). A glimpse of how it happened: policy drivers
4). Drawing out four major implications for IB studies
5). Open Floor
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1). THE COMING OF AGE OF THE 
INFRASTRUCTURE MNC
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The Coming of Age of the Infrastructure MNC: 
Historical Setting

C19 Significant
Internationalization

Techical Expertise and 
Foreign Capital
Entrepreneurs

C20 Broad
nationalization

(Europe)
Domestification (USA)

C21 Second Wave of 
Internationalization

Private foreign capital 
+ former incumbents
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The Coming of Age of the Infrastructure MNC: 
Historical Setting

European countries to their colonies:
- Cable and Wireless (East Telegraph, map in 1901).
- Usually privately owned. Spheres of influence.

Also cases of US public utilities abroad:
- International Telephone and Telegraph Corporation (ITT)
- American & Foreign Power Company
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The Coming of Age of the Infrastructure MNC: 
Historical Setting

• But this changed by the post-war wave of nationalization: 
Europe, Latin America…

• In the USA, “domestification” (Hertner, Hausman & Wilkins, 
2008)

• Private utilities perceived to have failed: price collusion, 
failure to link up networks, strategic interest (war)

• Growing role of government (ownership and/or regulation).
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The Coming of Age of the Infrastructure MNC:
The Challenges of Globalization 

• Wave of privatization (from public to private ownership, and 
other forms of private participation)

• Competition
• Deregulation
• Relaxation of government’s Foreign Direct Investment (FDI) 

regime making many utilities open for investment, including, 
formerly “strategic” sectors…

• Over the course of a decade or so, utilities saw the
opportunity to internationalize…
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The Coming of Age of the Infrastructure MNC:
The Challenges of Globalization 

Source: UNCTAD (2008) World Investment Report, p. 98.
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Even in 1990, utilities did not rank highly as world MNC…

Source: UNCTAD World Investment Report (1991) http://unctad.org/en/pages/DIAE/World%20Investment%20Report/WIR-Series.aspx
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But by 2000s, MNC utilities emerged…
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And this also occured in developing countries…
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2). A PROFILE OF MAJOR PLAYERS: 
GEOGRAPHY, SECTORS, OWNERSHIP
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A profile of major players: geography

Neither was there emergence even…
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A profile of major players: geography

But this involvement of infrastructure companies abroad was
uneven, by sector and by region…(not to speak of reversals)

Source: UNCTAD (2008) World Investment Report, The Infrastructure Challenge, UNCTAD, Geneva. 
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A profile of major players: sectors & firms
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A profile of major players: ownership
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3). A GLIMPSE OF HOW IT HAPPENED: 
POLICY DRIVERS
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A glimpse of how it happened: policy drivers

• Utilities internationalization would not have been possible
without privatization and liberalization (abroad)

• Policy change was a prerequisite of internationalization
• But was it a determinant?
• Onlookers claimed some governments were “pampering” 

firms to remain “national champions” – and delaying reform
while enjoying opening up abroad

• Eg tension between UK and France/continent…
• Asymmetrical games can be tested for…
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A glimpse of how it happened: policy drivers

Did the timing, sequence and quality of liberalization policy matter?
A. Would early liberalizing countries have first-mover advantage?
B. Could a relative delay in liberalization facilitate aggressive outward expansion?
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A glimpse of how it happened: policy drivers

Did the timing, quality and sequence of privatization matter?
A. Would early privatizers have first-mover advantages?
B. Would a delay in home privatization facilitate outward expansion?
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A glimpse of how it happened: policy drivers
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A glimpse of how it happened: policy drivers
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A glimpse of how it happened: policy drivers
• Finding no correlations between the timing and depth of 

policy change we use cluster analysis to search for patterns in 

incumbent behavior

Source: Clifton, Díaz-Fuentes and Revuelta (2010) The political economy of telecoms and electricity internationalization in the

single market. Journal of European Economic Policy, 17(7), 988-1006, 

http://www.tandfonline.com/doi/full/10.1080/13501763.2010.499229#.UoJSkSfRLBc
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A glimpse of how it happened: policy drivers

We compare the extent of privatization in 1999 and 2007 with extent of 
internationalization for OECD telecoms utility MNC
Clusters: 
Policy change enabled; firm-level explanation.

Source. Alonso, et al., (2013) The race for international markets: Were privatized telecommunications incumbents more 
successful than their public counterparts? International Review of Applied Economics, 27(2) 215-236. 
http://www.tandfonline.com/doi/full/10.1080/02692171.2012.734791#.UoJTQCfRLBc
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Does foreign ownership matter?
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4). DRAWING OUT FOUR MAJOR 
IMPLICATIONS FOR IB
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Drawing out four major implications for IB

1). Asymmetries
IB studies pay little attention to MNCs in these sectors
A general challenge with the rise of utility MNC especially when
industry concentration occurs (small number of huge players, 
perverse consequence of competition!)
Extreme asymmetries when MNC come in to provide basic
services to developing countries
Tensions between profit-making ambitions and provision of 
universal service when unprofitable
Governments between short-term capital requirements and 
strategic planning
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Drawing out four major implications for IB

2). Under provision of infrastructure
Globalization provided great expectations, but has not been
even
“Cream-skimming” dominates
Globally, greater interest in investing in telecoms than water
(sector) and in growing Asian economies than in Africa
(geography)
Small, landlocked African countries may not be attractive
The World Bank says countries should invest 7-9% of GDP in 
infrastructure but the reality is 3%.
Capacity: UNCTAD provides FDI templates and know how to
close the “infrastructure gap” 
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Drawing out four major implications for IB 

3) Geopolitics?
Privatization was to get government (politics) out of business
And out of infrastructure provision
But many governments retain controlling (or majority) shares or
vested interests
And the West views with suspicion state-controlled MNC from the
global south (hypocritically)
Are state-controlled utility MNC doing business as usual or do they
have geopolitical interests?
- Russia’s Gazprom cut gas exports to Europe 2006-9, 2012 
- US blocks Dubai Ports in 2006 for “national security” reasons
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Drawing out four major implications for IB 

4) Public values…?
Privatization aims at maximising shareholding value, not the
public interest.
Privatization is though shaped by regulation.
But, just as privatization, competition and FDI liberalization are 
uneven around the globe, so is regulation of the public interest.
What happens, for instance, when a public utility goes abroad?
Does it behave like any other private business?
Or does it transfer accross its public values?
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Drawing out four major implications for IB

Technical

Economic

FinancialEnvironmental

Social

“Home” country/locality “Host” country/locality
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Drawing out four major implications for IB
• Trend: continental European utilities in the UK 
• EdF State-Owned Utility MNC
• Now the largest generator of electricity and low-carbon

electricity in the UK
• No one supplier to non-domestic and no 5 to domestic

customers
• Operates 8 nuclear power stations in the UK
• Recently signed deal between EdF and Chinese SOE to build

new generation nuclear power stations in Somerset, England.
• First new nuclear power station in the UK for 20 years…
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Drawing out four major implications for IB
Public

Relations, 

Trust

Satisfaction

Universality,

Affordability

Social

Universality, affordability (OFGEM)

-Customer satisfaction  (Consumer Focus, OFGEM)

-Public Relations

EdF Energy tries to sue 21 environmentalists in 2013…gives up after popular outcry 

http://www.monbiot.com/2013/02/25/corporate-blowback/


