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In this article, we offer guidance for the potential advance of developing-country transnational cor-

porations (TNCs), often referred to as third-world multinational corporations. After reviewing the top-

ical literature and establishing the soundness of the case approach for model construction, we ex-

amine the case of Perusahaan Otomobil Nasional Berhad (PROTON), the Malaysian National Car

project. We find insights emanating from the experiences of this firm that are applicable to other de-

veloping transnationals, particularly those involved in complex manufacturing. Based upon the the-

oretical foundation of the literature, in conjunction with the real-world successes, challenges, and

failures of PROTON, we offer a conceptual framework for effective developing-country TNC emer-

gence and, more important, eventual global competitiveness. © 2008 Wiley Periodicals, Inc.
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A s the phenomenon of globalization inexorably
marches on, various questions concerning global
competitiveness and integration continue to domi-

nate much of the business and academic literature
(Pudelko, 2006). While some still argue the merits of
such international amalgamation (Rudra, 2005), it ap-
pears much of the discussion has broadened toward the
interaction challenges of modernization within develop-
ing economies (Qiu, 2005), the cultural challenges
emerging from such transformation (Lu & Lee, 2005),
and the subsequent opportunities provided by transi-
tional economies (Hoskisson, Eden, Lau, & Wright,
2000). Unfortunately, many examinations are unidirec-
tional, focusing primarily on competitiveness of firms
from the developed world and placing developing-coun-
try companies merely in the role of supplier and recipient
of foreign direct investment (Yeung, 1994). In reality,
though, there are numerous accounts from the past three
decades of third-world multinational corporations
(MNCs) who have moved beyond simple export labor to
considerable foreign investment in various economic sys-
tems (Donnelly, Mellahi, & Morris, 2002; Mirza & Giroud,
2004). We concur with the proposition of Heenan and
Keegan (1979, p. 102) that the “rise of the third-world
multinationals offers both developing and developed
countries a unique opportunity to gain the benefits of a
truly international economy.” Consequently, it is impera-
tive we begin to advance our knowledge of third-world
MNC emergence and competitiveness. To that end,
Yeung (1994) suggested researchers attempt to construct
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new conceptual paradigms. Although an arduous under-
taking for countless reasons, none greater than the sheer
diversity of MNC individual operations (Yeung, 1994), we
propose a model we believe is an important initial step in
developing just such a framework.

We begin with a brief review of relevant literature con-
cerning the debate and occurrence of third-world multina-
tional corporations, focusing on a more accurate charac-
terization rather than oversimplified stereotypes (Yeung,
1994). Further, we discuss the value of the case approach in
the comprehension of this trend in real-world settings and
as a basis for the construction of theory. Finally, based upon
the case of Perusahaan Otomobil Nasional Berhad (PRO-
TON) of Malaysia, we offer a conceptual framework for ef-
fective third-world MNC emergence and, more notably, the
realization of global competitiveness. 

Developing-Country Transnat ionals

Although we bow to convention by using the term third-
world multinationals in our introduction, we prefer the more
unbiased label of developing-country transnationals (TNCs).
We agree with Yeung (1994, p. 297) that the term third-world
multinational is “fraught with definition problems” and be-
lieve his label and description is more suitable:

Developing country transnational corporations are defined as do-
mestic enterprises headquartered in developing countries, which
control assets and/or exert influence in the decision-making
process of one or more cross-border subsidiaries and/or affiliates.

While this definition helps avoid the imperialistic conno-
tation of the third-world moniker, more important, it
avoids many of the methodological issues surrounding
the traditional definition (interested readers are encour-
aged to see Yeung, 1994).

Although we find the term more generically descrip-
tive and palatable, we also think it helps address one
other central question: Do developing-country TNCs in
fact exist, or is this notion the creation of those somehow
invested in the hope of such trends in the future? For ex-
ample, in reviewing the seminal works of Wells (1983)
and Lall, Chen, Katz, Kosacoff, and Villela (1984) con-
cerning the appearance of multinationals in the develop-
ing world, Jenkins (1986, p. 458) offered the following:

However, despite the recent international expansion of firms
based in Third World countries, it is difficult to avoid the con-
clusion that they have been the subject of academic and media
hype. Despite constant references to Third World multination-
als, the term is only justified by adopting the broadest possible
definition of what constitutes a multinational.
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nomic systems (e.g., China, Egypt) as well (Pudelko,
2006). More than 25 years ago, Heenan and Keegan
(1979, p. 109) asserted:

The multinational corporation, long regarded by its opponents
as the unique instrument of capitalist oppression against the
impoverished world, could prove to be the tool by which the im-
poverished world builds prosperity. . . . Third world multina-
tionalism, only yesterday an apparent contradiction in terms,
is now a serious force in the development process.

We agree and see this growing transnationalism as an eco-
nomic boon to a range of developing economies, and an
impending force in international competition. As a re-
sult, and considering the probable relative shift in global
economic power from North America to Asia during this
century (Humphreys, 2007a), we must attempt to better
understand and depict how such organizations could de-
velop and prosper within a competitive global context. 

The Case Approach

Due to the limited scholarly knowledge available concern-
ing developing-country transnationals, it appears to us
the real-world experiences of a developing-country TNC
are crucial to any attempt to represent a broad concep-
tual model for their growth and development. Specifi-
cally, Eisenhardt (1989) suggested case studies were ap-
propriate when the ultimate goal was the construction of
models, so that prior assumptions would not bias the di-
rection of thought. In fact, such historical approaches
often allow us to create a richer mode of description and
understanding (Booth, 2003). We agree with Voss,
Tsikriktsis, and Frohlich (2002, p. 195) that the case
method can create new insights and paradigms, and
“have high validity with practitioners—the ultimate user
of research.” 

While we readily acknowledge the limitations of a
case approach, principally the idea that different authors
could come to different conclusions based upon a single
case, we find the offsetting strengths provide justification.
Stuart, McCutcheon, Handfield, McLachlin, and Samson
(2002, p. 431) suggested: “This is a limitation of cases but
not one that is exclusive to them. It is analogous to ex-
trapolating survey results to other contexts for which the
survey has no control.” Moreover, even flawed case stud-
ies (e.g., Hawthorne Works of Western Electric) have sig-
nificantly altered the evolution of some of our most basic
theoretical assumptions (Stuart et al., 2002).

One of the confounding, and limiting, issues involved
in a historical case methodology, however, is the choice of
industry and target organization (Stuart et al., 2002). For

The idea is that developing-country transnationals are not
authentic TNCs but potential transnational corporations
in a stage of infancy. Even Jenkins (1986), though, of-
fered no reason to think these embryonic multinationals
would not eventually surface, behave, and function as
their more established transnational counterparts. In-
deed, skeptics still exist about the notion of developing-
country TNCs, as well as many other issues surrounding
the umbrella term of globalization (Pudelko, 2006). Rug-
man (2001) called globalization a myth and suggested
even developed-country multinationals are really regional
in nature. Of course, if one accepts his academic defini-
tion of globalization existing “in terms of a single world
market with free trade” (p. 583), we would concur,
though we doubt many practitioners would deem it satis-
fying, since trade will always have provincial degrees. Fur-
ther, within the narrow U.S. transnational regional per-
spective, Moore and Rugman (2003) labeled developing
countries as largely unimportant. We respectfully disagree
and believe that developing countries can play a signifi-
cant role in the future global economy, and not simply on
the receiving end (Yeung, 1994). 

Others, of course, view the rise of transnationals from
developing countries as more distinctive, with greater po-
tential influence on the global competitive landscape
(Athukorala & Jayasuriya, 1988; Yeung, 1994). Unique or
not, this is certain—although most developing-country
TNCs do not pose an immediate risk to more established
multinational companies, they must be considered in the
strategic analyses of the global competitive environment
(Buxey, 2000). In support, Antoine van Agtmael, presi-
dent of Emerging Markets Management, LLC, declared
the current 25 internationally competitive developing-
world transnationals would balloon to 100 within the next
15 years (Garten, 2005). From either perspective, how-
ever, we believe Yeung’s (1994) definition more appropri-
ately characterizes what we would describe as a develop-
ing-country transnational corporation. Moreover, this
broad definition is not in conflict with those who favor a
regional slant to international trade.

Evidence of developing transnational corporations
“can be dated back to the pre-World War I period . . .
within Latin America” (Yeung, 1994, p. 297). In the early
1980s, developing-country TNCs in the Asia-Pacific Rim
were already “becoming a significant mechanism for the
transfer of capital, technology, management and other as-
sets within and between developing and developed coun-
tries” (Linge, 1984, p. 193). Of course, many of the con-
tributory concepts (e.g., foreign trade and investment,
cross-cultural cooperation, labor utilization) associated
with transnationalism can be seen in many ancient eco-
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this effort, we have selected automobile manufacturing,
as “it is probably the most globalized industry in the
world” (Donnelly et al., 2002, p. 30).

The Automobi le  Industry

Although the automobile industry does exhibit consider-
able internationalization, clearly transnational firms from
developed regions (the United States, Japan, and Western
Europe) are the dominant forces (Donnelly et al., 2002).
There is also general consensus the automobile industry
is one of the drivers of world economic growth and has
the potential to shape “how we make things . . . , how we
work . . . , what we buy, how we think and the way we live”
(Womack, Jones, & Roos, 1990, p. 11). Because of such
substantial influence, developing-country economies are
attempting to take advantage of this market opportunity
(Donnelly et al., 2002), further altering the complex,
often turbulent, global competitive environment. With
Malaysia exhibiting a “strong driving culture” and “one of
the highest penetration rates of cars per capita in the
world” (Bonami, 2005, p. S3), as well as the growing clout
of the Association of Southeast Asian Nations (ASEAN)
markets, we submit Perusahaan Otomobil Nasional
Berhad (PROTON) as an appropriate sample case (un-
less otherwise cited, the history and facts presented are
available at http://www.proton.com). 

The Emergence of  PROTON

Malaysia made an unprecedented leap in the 1980s and
1990s by emerging as the fastest-developing country
across the ASEAN region. A foundation to propel
Malaysia into the League of Developed Nations was or-
chestrated under the visionary leadership of Dr. Mahathir
Mohamad, an eye surgeon turned politician, and was in-
troduced in a national development policy document en-
titled Vision 2020.

Vision 2020 was designed to make Malaysia an indus-
trialized country by the year 2020. In the 1970s, the then
Deputy Prime Minister and Trade Minister requested a
study to assess the feasibility of introducing a Malaysian-
manufactured car. This is important, as Malaysia had not
gone through the usual industrial stages—craft era
(highly skilled, labor-intensive) to mass production (semi-
skilled, limited products) to multiskilled, mass customiza-
tion (Simpson, Sykes, & Abdullah, 1998). Of course, one
might argue they did, but in an accelerated time frame
(Womack et al., 1990). After due consultation, the Na-
tional Car Project was approved and the Heavy Industries
Corporation of Malaysia Holdings Berhad (HICOM)

signed a joint venture agreement with the Mitsubishi Cor-
poration in December 1982. This agreement established
a manufacturing complex of over 862,000 square meters
in Shah Alam, a suburb of Kuala Lumpur, Malaysia’s cap-
ital. Thus, PROTON was born.

In order to develop national capabilities in the auto-
mobile industry, the Malaysian government initially pro-
vided protection to the fledgling company, allowing the
firm to withstand some early environmental downturns
(Todd, 1986). For example, import duties were set at
roughly 21% on domestic components, as compared to
40% on the equivalent foreign parts. Moreover, PROTON
cars required excise duties of only 11%, while foreign
branded automobiles were taxed up to 25%. Further, the
authorities demanded car assemblers charge a profit mar-
gin of 16 to 17% to avoid price wars. 

In addition, PROTON implemented a development
strategy concentrated on localization and the expansion
of core competencies (Simpson et al., 1998). By 2002, 232
indigenous vendors, located across Peninsular Malaysia
within a 50 km radius from the PROTON plant, were sup-
plying components for the carmaker. In fact, the number
of local parts produced ballooned from 228 to 4,850, sig-
nificantly reducing the firm’s reliance on the import of
Japanese components while encouraging the develop-
ment of local entrepreneurs. 

In order to expedite the transfer of technology to
Malaysia, PROTON was proactive in initiating programs
between local vendors and numerous established over-
seas technical collaborators. By 2002, some 222 collabora-
tive arrangements were in place representing specialized
assistance from various regional neighbors (primarily
Japan, South Korea, and Chinese Taiwan), as well as West-
ern Europe. These cooperative agreements allowed PRO-
TON to acquire several strategic skills, primarily in the
areas of research and design, manufacturing techniques,
and the development of human resources. Such capabili-
ties were fundamental not only to the growth of PRO-
TON and the Malaysian automobile industry, but also to
the industrialization of Malaysia as a whole.

As an automobile manufacturer, PROTON is the only
company across the ASEAN region endowed with full facil-
ities to independently design and manufacture an automo-
bile completely (Bonami, 2005). Overall production at the
Shah Alam plant for the fiscal year 2002 increased by 24%
to 240,119 units, compared to the 193,622 units produced
the previous year. The process begins with product plan-
ning and design, during which concepts are formulated
and modelling begins. PROTON’s state-of-the-art rapid
prototyping equipment is the most advanced in the region
and has given PROTON a competitive advantage in design. 
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with the notable exception of North America. In fact, by
2002, PROTON cars had been exported to 53 countries,
with the United Kingdom leading the way as the firm’s
most important export market. In addition, the firm in-
tended to build even greater efficiency through exports
to other developing countries such as China and India.
Exports alone, however, do not make a global company,
and PROTON intended on becoming a genuine transna-
tional organization.

A Transnat ional  Organizat ion

PROTON took three very important steps in becoming a
transnational firm. The first was an alliance with Petronas,
the Malaysian petroleum giant. This partnership allowed
the firms to jointly develop designs and prototypes for en-
gines, transmissions, and other advanced materials. The
support of Petronas, in technical synergy and resources,
was a prerequisite for the international expansion of
PROTON. This joint venture, together with the building
of PROTON City, brought the firm closer to its transna-
tional vision.

PROTON City:  Malaysia’s Automotive
Hub

PROTON City sits on a 1,600-hectare site, of which 480
hectares have been set aside for production of automo-
biles, in Tanjung Malim, 90 kilometers from Kuala
Lumpur. Another 240 hectares are dedicated for vendors

At the engineering design departments, activities are
planned, executed, and monitored to ensure the techni-
cal and production requirements of the design concepts
are met. At the homologation level, the only benchmark
accepted is excellence, and everything from PROTON’s
signature ride and handling qualities to emission levels,
safety, and endurance is tested to ensure global compli-
ance. The use of computer-aided design and engineering
(CAD/CAE) systems, as well as computer-aided styling
(CAS) at the R&D Center, has significantly accelerated
the product development process. This facility, noted as a
landmark national achievement for Malaysia, has ensured
an endorsement of PROTON standards for design and
manufacturing by industrialized nations (e.g., European
Union)—critical if a firm has transnational ambitions. 

Equally important as technological development was
the investment in human resources. In order to acquire
expertise in automobile manufacturing, PROTON, since
its inception, has sent several hundred key personnel to
Mitsubishi Motor Corporation in Japan for intensive and
extensive training in engineering, design, production,
and operations management. As one of the most compet-
itive employers in the Malaysian economy, PROTON’s
philosophy was to maintain a highly skilled and globally
competitive workforce.

Branding and Distr ibut ion

PROTON also recognized the need to build significant
brand awareness within the domestic marketplace. Their
wholly owned distributor—Proton Edar Sdn. Bhd.—fo-
cused on building a prominent presence through a
strong emphasis on customer retention programs. 

In keeping with its mission to be the distributor of
choice, Proton Edar has also taken its products to the
consumers by setting up special financing and mobile
showrooms at popular recreational destinations across
Malaysia. Proton Edar recognized the need to make
buying a car a pleasant experience. In response, the
New Center of Excellence was created, not only hous-
ing its operational headquarters, but serving as a flag-
ship showroom. 

The combination of capable partners, favorable pol-
icy, technology, people, and branding saw PROTON
come to dominate the Malaysian marketplace. When the
firm was listed publicly on the Kuala Lumpur Stock Ex-
change (KLSE) in March 1992, it controlled two-thirds of
the domestic market share. 

International sales, however, were also deemed criti-
cal to PROTON’s global success. Its automobiles have
been sold around the world, reaching every continent,
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to produce components and parts. PROTON’s vendors
were incorporated into the city’s plans for ease of parts
delivery based on the just-in-time delivery system (Simp-
son et al., 1998), forming closer networking relationships
between the company and its supply chain. 

One of the strategies pursued by PROTON to real-
ize its vision was economy-of-scale production. The firm
saw the need to build an integrated automotive city to
provide the necessary infrastructure to support high-vol-
ume manufacturing operations to enable low unit cost.
As part of the firm’s long-term capacity expansion plan,
the building of the new plant in PROTON City marked
a significant milestone in attaining the auto manufac-
turer’s future dreams. The production of a truly
Malaysian car using supplementary local components,
equipped with Malaysian-led design and development,
enhanced Malaysia’s national pride. National pride
alone, though, does not create a global player in the in-
ternational automobile industry. The ability to compete
with established and emerging car producers around
the globe was further facilitated by the strategic acquisi-
tion of the Lotus Group.

Acquisi t ion of  Lotus Group: A
Milestone in Transnat ional ism

With a limited domestic market in Malaysia, PROTON
sought to intensify efforts to penetrate foreign markets in
order to absorb the expected increase in production ca-
pacity. On October 30, 1996, the company acquired a
controlling interest (80% stake) in Lotus Group Interna-
tional Ltd, the British automotive engineering company,
one of the best equipped and capable consultancies in
the automotive industry (as testimony, engines with Lotus
input power roughly 10% of all new cars sold across the
European Union).

Despite the change in ownership, Lotus did not
change the way in which it was managed, as it continued
to pursue its role as a leading independent supplier of en-
gineering services and technology to the global automo-
tive industry. The coming together of the two companies
(British and Malaysian), nonetheless, brought larger-scale
manufacturing capabilities with world-class engineering
expertise. It allowed the National Car Project to advance
significantly, especially in the areas of power train and ad-
vanced technologies. The automaker believed this up-
grading in their product range would not only improve
the performance of its cars but also, more important,
reposition its brand image by giving its vehicles distinc-
tion in the domestic and overseas markets. The distinctive
combination of value and reliability resulted in the sale of

over 100,000 PROTON vehicles in Britain. Moreover,
PROTON planned to bring the Lotus Elise production to
the main plant in Shah Alam for export to the ASEAN re-
gion, which held great promise for the growing au-
tomaker. This is of great importance, as the region is an
important external variable, both in positive and negative
terms, one that traditional internationalization models ig-
nore (Welch, 1982).

AFTA

The ASEAN Free Trade Agreement (AFTA) is a regional
free trade agreement among Malaysia, Singapore, Thai-
land, the Philippines, Indonesia, Brunei, Vietnam, Cam-
bodia, Laos, and Myanmar. The ten participating coun-
tries agreed to develop a free trade area that would
become a single market with more than 550 million po-
tential consumers (Bonami, 2005). An integrated ASEAN
would be the eighth-largest automobile market, with 1
million new car sales each year. With projected growth
trends, it has the potential to actually become the fourth-
largest auto market, with as many as 2.2 million new auto
sales annually (“Seeking for Bigger Share,” 2002). The
creation of the free trade zone in Southeast Asia allowed
PROTON greater access to its neighboring countries.
While good news from the marketing front, AFTA would
also set the stage for greater future competition for which
PROTON was inadequately prepared. 

“PROTON Hits Heavy Traff ic”

The above clever heading is credited to the July 25, 2005,
issue of BusinessWeek (Shameen, 2005, p. 16). Savvy read-
ers may have noticed we have described PROTON’s
emergence and development, advances, and setbacks
through the year 2002, as it appeared the organization
was poised to become a successful transnational partici-
pant. This is intentional, as we desire to emphasize the
barriers that have come to light in the recent past so we
may incorporate potential solutions into our conceptual
framework. 

The protective tariff regime, which imposed rates of
up to 300% on imported cars and helped PROTON dom-
inate market share in the domestic market, is being
phased out. In line with AFTA, all but a few import tariffs
will be reduced to between 0 and 5% by 2008 (Shameen,
2005). PROTON, which has enjoyed a cosseted position
in Malaysia since its inception, has unprecedented com-
petition looming ahead (Prystay & Takahashi, 2006). This
means the automaker will have to compete against im-
ported vehicles, most notably from Ford and General Mo-
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hamad, an Ariff supporter, has argued for continuing do-
mestic protection (Shameen, 2005), although the current
leadership is moving forward with Malaysia’s commit-
ments under the free trade agreements (Prystay & Taka-
hashi, 2006). The stakes are very high, as approximately
100,000 jobs are on the line when considering PROTON
and its component supply chain (Burton, 2005). Of
course, Malaysian consumers will likely benefit from
greater competition, further complicating the debate. 

One answer would be to sell PROTON to an overseas
transnational firm, but that would mean Malaysia losing
its national champion, something management has resis-
ted (Burton, 2005; Shameen, 2005). Some believed that
Mitsubishi, still a parts supplier for PROTON although it
sold its remaining equity position in 2004, would come to
the rescue, but Osamu Masuko, president of Mitsubishi
Motors, has stated any “cooperation wouldn’t extend into
a capital alliance” (Prystay & Takahashi, 2006, p. 1). Many
thought Volkswagen was the prime candidate, particularly
after signing an October 2004 agreement to assist PRO-
TON in developing new models in exchange for the use
of its production facilities (“Business: Malaysia’s Motor
Mess,” 2005, p. 62). In January 2006, however, the Ger-
man automaker “scrapped plans” for the partnership, ap-
parently due to the Malaysian firm’s refusal “to let a for-
eign company become a substantial shareholder or take a
major management role” (Prystay & Takahashi, 2006, p.
1). As desperation sets in, however, it appears the

tors (Bickers, 2001), both of which are already producing
vehicles in the developing world nearby (e.g., Thailand).
Further, neighboring-country competitors such as
Hyundai and Nissan have “introduced locally assembled
models at competitive prices” (Edwin, 2005, p. 1), and
autos from other developing countries, such as China’s
Geely Group Ltd., have hit Malaysian showrooms as well
(Shameen, 2005). 

The increasing level of international competition
puts the Malaysian transnational firm in a very “vulnera-
ble position” (Savage, 2005, p. 20). With plants, contract
assembly, and/or joint ventures in Britain, Italy, Iran, In-
donesia, Vietnam, and China (Bonami, 2005), the com-
pany certainly meets Yeung’s (1994) definition of a devel-
oping-country TNC. This, however, supports our
assertion of the need for a framework depicting not only
developing TNC emergence, but also a process of achiev-
ing the ultimate goal of global competitiveness.

Although Malaysia’s overall automobile sales increased
dramatically in 2005, the escalating competition saw PRO-
TON continue its domestic decline (Edwin, 2005). Even
with limited protective barriers still in place, the firm’s
Malaysian market share had declined from roughly 70% to
45% in the previous five-year period (Burton, 2005). 

In response, PROTON is looking to expand its export
efforts within the ASEAN region, the “Mediterranean
countries . . . , the Middle East, China, as well as India and
Russia to a lesser extent” (Bonami, 2005, p. S5). While
this is clearly a reasonable course of action, as exports ac-
count for less than 5% for Malaysian automakers versus
the roughly 60% in Japan (Bonami, 2005), production ca-
pacity is still comparatively very small. PROTON, notwith-
standing its earlier intentions of a large-scale strategy, is
simply not big enough to gain economies of scale to com-
pete effectively in the export market against giant global
competitors (Shameen, 2005). 

The company has also been slow to market itself ef-
fectively around the world. Recent years have seen the or-
ganization neglect its prior efforts at branding, which has
led to a “cheap car” image, even in the domestic market
(Savage, 2005, p. 20). According to Rajeev Lochan, gen-
eral manager, Asia-Pacific, TNS Automotive, “While the
short-term challenge is to provide a promotional thrust to
models in its current line-up, the long-term requires PRO-
TON to invest in revamping its aging product portfolio
and reposition its brand to reach a wider base of prospec-
tive car buyers” (Savage, 2005, p. 20). 

These issues, as well as a political rift between
Malaysia’s current and former prime ministers (Burton,
2005), resulted in the removal of PROTON’s CEO,
Tengku Mahaleel Ariff, in the summer of 2005. Dr. Mo-
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Malaysian transnational is now willing to consider propos-
als it once shunned, and the Volkswagen deal seems to be
back on the table (“Chances of Proton, VW Alliance
Good,” 2007). 

A Conceptual  Framework for
Developing-Country Transnat ionals

Without a doubt, “PROTON is at a crossroads”
(Shameen, 2005, p. 16), and industry analysts will con-
tinue to argue whether the company will ultimately sur-
vive (Burton, 2005). Our aim, however, is much broader
than the mechanisms by which this specific Malaysian
transnational corporation fails or goes forward. We find
the experiences of the company—successful moves, envi-
ronmental challenges, and strategic underestimations—
provide a basis for the conception of a general structure
for global aspirants from various developing countries.
Accordingly, based upon our understanding of PRO-
TON’s emergence, we offer our visualization of a broad
framework for developing-country transnational firms
(Figure 1). 

First, the establishment of PROTON has to be attrib-
uted to the vision of the Malaysian government. The firm
successfully positioned itself as the national car and pride
of Malaysia, a symbol of its country’s accomplishment on
the global stage. We agree that government initiation of a
national champion (Donnelly et al., 2002) is certainly a
powerful force for the vision and subsequent emergence
of a developing country TNC (Yeung, 1994). Thus, we
graphically represent the governmental contribution to
the vision in our framework. 

We acknowledge, however, the visionary leadership
needed for such an endeavor could also originate outside
of parliamentary authority. Although in the case of PRO-
TON, a creative thinker within government sought out a
strategic partner for the expertise and competencies
needed to form the joint venture, we see no reason why
this impetus should not form in the reverse. That is, an es-
tablished transnational firm might seek a developing-
country administration to propose similar collaborative
efforts, as many large global firms have pursued such
joint arrangements (Hill & Jones, 1992), especially when
entering developing countries (Luo, 1997). Further, this
momentum could also derive from individual business-
people or even other provincial governments. Therefore,
we show the potential for the vision emanating from these
entrepreneurial sources as well. 

In addition, we have included the various levels of
strategic analyses necessary for such an undertaking
within the boundaries of the vision box. We are following

the example set by PROTON in the completion of such
analyses as a basis for establishing the soundness of the
entrepreneurial idea. Vision, while crucial, is never a
substitute for effective analysis and must be considered
in tandem. “Strategy is a circular progression in which
the starting and finishing line should be redrawn contin-
ually by a consistent, comprehensive examination of the
various environments surrounding the company”
(Humphreys, 2004, p. 96). Accordingly, and learning
from the case examination, we encircle the strategic
analysis and radiate it toward infinity as a means to repre-
sent its continual function and nature. While PROTON
conducted quality feasibility studies to support the vision,
their analytical focus appears to have dissipated from
there. Proper environmental and SWOT (strengths,
weaknesses, opportunities, and threats) analyses through-
out the organization’s growth and development may have
foreseen a myriad of missed opportunities and looming
threats (Humphreys, 2007b). While this is critical to any
firm, the importance is magnified with the fragility com-
mon to an immature company, especially within a devel-
oping economy. 

Though Dr. Mohamad’s vision was necessary for PRO-
TON’s birth, so was the initial partnership with Mitsubishi
Corporation. With the constant injection of technological
know-how from collaboration with its strategic alliance
partner, PROTON surfaced as an industry competitor. As
a result, supporting industries became more vibrant as
well, a benefit of the designed spatial proximity (Ivarsson
& Alvstam, 2005). Meanwhile, the fledgling firm began
equipping itself with the capabilities needed for success,
allowing the company to make small, but significant, in-
roads in the industry (Donnelly et al., 2002). The impor-
tance of the joint venture to domestic emergence and
growth of the firm, and its constituent supply chain, sim-
ply cannot be overstated. 

Moreover, if approached correctly, joint ventures can
provide long-term win-win scenarios for both participants
(Vanhonacker, 1997). While the developing TNC needs
expertise and competencies, very often, established multi-
nationals seeking to enter developing markets lack local
knowledge, which makes competing effectively more dif-
ficult (Qiu, 2005). We agree with Perlmutter and Heenan
(1986, p. 136) when they write, “For smaller companies,
these global partnerships . . . represent the most prof-
itable route to future opportunities.” As such, the joint
venture plays a central role in the birth, growth, and do-
mestic dominance of the developing-country TNC in our
illustration. 

Once again, we realize there are those who would
maintain that domestic dominance is no longer a require-
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operations upon inception” (Gleason, Madura, &
Wiggenhorn, 2006, p. 97). First, while we very much sub-
scribe to the concept of maintaining “a global vision from
inception” (Gleason et al., 2006, p. 97), and that chang-
ing market conditions are accelerating globalization
processes, we agree with Knight and Cavusgil (2005, p.

ment for transnationalism (Chetty & Campbell-Hunt,
2004), often referred to as the born-global phenomenon
(Rialp, Rialp, Urbano, & Vaillant, 2005). The idea is that
some firms do not go through the traditional stages of
gradual internationalization, including the development
of a substantial domestic base, but, rather, “initiate global

A Conceptual Framework for Developing-Country Transnationals 53

DOI: 10.1002/tie Thunderbird International Business Review Vol. 50, No. 1 January/February 2008

FIGURE 1 A Conceptual Framework for Developing-Country TNCs
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16) that few firms can be international “from inception.”
Also, the companies lauded as born global are almost ex-
clusively in the technology services sector. The closest as-
sociation to heavy manufacturing in the literature ap-
pears to be artisan products (Gleason et al., 2006). Thus,
we do not believe complex industrial production fits the
born-global model. Moreover, we think the introduction
of new technologies to manufacturing is still important,
particularly within developing economies. 

Conversely, the traditional stage models do not es-
cape criticism either, as most are considered overly deter-
ministic (Fina & Rugman, 1996), too simplistic (Dicht,
Leibol, Koglmayer, & Muller, 1984), and frequently inac-
curate through hierarchical stage progression (Oviatt &
McDougall, 1994). Further, these models often com-
pletely ignore acquisitions (Forsgren, 1990), a critical el-
ement in our model. 

The academic debate continues with born-global pro-
ponents challenging the significance and applicability of
the gradual stage perspective (Oviatt & McDougall,
1994), while traditionalists retort “that talk about the
death of the conventional stages approach . . . is largely
exaggerated” (Luostarinen & Gabrielsson, 2006), as many
born-global firms are forced to follow the normal stages,
at least in early phases (Chetty & Campbell-Hunt, 2004),

even if they exhibit born-global characteristics later in
their evolution. As this is the case, there are elements of
support for both the traditional stages and the born-
global approach (Chetty & Campbell-Hunt, 2004; Rialp et
al., 2005). Consequently, authors have called for better
models (Moen & Servais, 2002) and a more holistic ap-
proach that combines traditional and emerging perspec-
tives (Rialp et al., 2005). Although our conceptual frame-
work is specifically focused on developing-country TNCs,
we believe it is a step in that direction. Further, we delib-
erately propose such collaborative efforts are generally re-
quired for the combination of domestic eminence and ac-
celerated expansion. 

We would admit, though, such collaborative arrange-
ments can also bring substantial managerial communica-
tion issues (Lin & Germain, 1998; Lu, 2006). Indeed,
transnationalism in general makes business relationships
a bit complicated for all partners since it implies both in-
tensified competition and enhanced cooperation (Child
& Faulkner, 1998). Qiu (2005) suggested two important
limiting dimensions in choosing the right partner and
maintaining a good rapport with them. While these are
fairly intuitive, from the case of PROTON, one could sur-
mise they were somewhat wanting with the latter. In real-
ity, these decisions must be left to the individual firms and
situations involved at various points in time and are be-
yond the reach of a general framework. That being said,
Qiu (2005) also raised the issue of differing agendas con-
cerning development as a latent joint venture hindrance.
We find this concept particularly salient.

Although PROTON intended to pursue an economy-
of-scale strategy, that magnitude never materialized, and
no viable contingency plans were in place. There were
regular disputes with Mitsubishi, many arising from dif-
ferent development agendas. Now, as the organization ur-
gently needs an association with a major TNC, manage-
ment is struggling with the direction and specificity of
such a concession. Because of this, we have included the
reference to a capital alliance plan within our model. Our
suggestion is for a development outline at the time of the
joint venture, not during some future period of despera-
tion. Decisions as to the appropriate ceding of some por-
tion of management control to a future partner at this
stage of the process could help eliminate obstructive de-
fensive reactions and let the developing TNC bargain
from a position of greater relative strength. Furthermore,
willingness to enter into a predetermined capital alliance
plan with the developing-country TNC should be a valu-
able criterion with respect to partner selection. 

Just as the strategic partnership was essential to PRO-
TON’s growth, equally vital was the protective environ-
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ternational car market, the company needed to improve
its brand image and manufacturing process so that it
could satisfy the preferences of international consumers. 

At roughly the same time, the company also entered
into collaborative agreements with Petronas for the devel-
opment of engines and additives and created the automo-
tive hub of PROTON City to enhance its consumer reach.
These strides allowed PROTON to enhance quality,
brand awareness, cost structure, and distribution capabil-
ities, allowing the organization to further expand beyond
Malaysia. We suggest these steps were not only beneficial
but, rather, necessary stages in the quest to become an au-
thentic transnational corporation. Hence, in our generic
model, we include the strategic acquisitions needed for
the generation and maintenance of growing interna-
tional demand. 

Unfortunately, current events indicate PROTON did
not go far enough, nor fast enough. Although their
mounting capabilities did lead to international demand,
as depicted by our conceptualization, they did not
achieve self-reliance. In essence, they were unable to es-
tablish a stable supply to compete with their global rivals,
primarily due to a still-limited scope of operation. To
thrive, PROTON will have to gain additional economies
of scale, which likely means merger/acquisition by one of
the global giants in the automobile industry. 

We think this holds great import to our conceptual
framework. Once a developing-country firm becomes a
dominant domestic force and seeks appropriate strategic
acquisitions globally, it must quickly create the scale nec-
essary for self-reliance. The time frame available will be
dependent upon industry specificity, but we’re confident
that, as globalization continues, the self-sufficiency hori-
zon is likely to narrow and the required resources will ex-
pand. If the developing-country TNC achieves this level of
autonomy, however, then let the games begin, as it has
achieved at least some degree of global competitiveness
and fundamental success determinants shift more to
strategic and operational management abilities. If not,
though, and the protective environment begins to col-
lapse, as it ultimately will, a predetermined plan with a
larger player should be implemented. Please recall we de-
scribed such a pre-planned capital alliance during the
search for initial strategic partners. We make the sugges-
tion, and include this as a step in our conceptual frame-
work, to avoid the ambiguous and unpleasant scenario
faced by PROTON today. 

In summary, based upon the conceptual framework
presented, and the elucidation provided by the case analy-
sis, we propose the following central implications for
prospective developing-country transnational corporations:

ment provided by the Malaysian government. Whereas
some might find market-oriented proponents, which we
are, advocating protective guidelines a bit peculiar, we
see this simply as a needed incubation period for the de-
veloping TNC. We realize that some will find fault with us
here, claiming such protection would be impossible or,
at least, damaging. While we think the current environ-
ment demonstrates the short-term feasibility (e.g., “Im-
pact on China Sectors,” 2000; Schwartz, 2005), we accept
the view that trade openness will be a necessary and pos-
itive force in the long run but do not consider short-term
protection an enormous economic risk, as the costs and
benefits for developing countries are not static. Thus, the
eventual decrease in protective policies would likely
“lead to a rapid catch-up process” (van Marrewijk &
Berden, 2007).

We would also remind those critical of such action
that many developed countries (e.g., Sweden, the United
States) shielded early industrial expansion via assorted de-
fensive measures (Buxey, 2000). Further, such privileges
would increase the likelihood of finding an optimal joint
venture partner. Yeung (1994, p. 310) declared, “An active
set of policies must therefore be formulated to maximize
the contribution of developing country TNCs. . . .” 

We agree but fervently assert the developing firm
must understand the limited nature of such safeguards.
Fair or not, this is the reality—developing-country
transnational corporations are not going to have the
long-sheltered milieu of many of their more established
competitors. In the world of globalization, incubated na-
tional champions are unlikely to receive an extended
high tariff environment. As PROTON can attest, this
makes it essential such firms strategically plan for self-re-
liance in an expeditious manner. Thus, we illustrate only
a portion of the framework within the protective envi-
ronment. Whereas domestic growth occurs freely within
this context, global competitiveness can only be
achieved beyond such safe harbors. From the time of in-
ception, developing-country TNCs must be intensely fo-
cused on realizing international competitiveness on a
level playing field. 

We believe this can be achieved partly through the
right strategic partner(s) but also with appropriate strate-
gic acquisitions to expedite internationalization (Burgel
& Murray, 2000). When PROTON became mature
enough in its expertise, the firm embarked on a globaliza-
tion plan marked by the acquisition of Lotus Group of the
United Kingdom, leading to its foothold in the European
market. They recognized the need to gain economies of
scale in production and manufacturing to reduce costs.
Further, in order to compete in the highly competitive in-
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• Potential developing-country TNCs must move quickly
past the notion of national pride as a driving force be-
hind competitive emergence. These nationalistic feel-
ings may serve as an effective impetus to firm creation,
but vision is never a replacement for the strategic
analyses necessary for global competitiveness.

• Impending developing-country TNCs must begin
strategic planning for intense global competition
during the start-up period, not when such competi-
tion appears on the horizon.

• Strategic joint partner selection is critical to success.
Selection criteria should extend further than capabil-
ities and expertise and include discussions of future
development agendas and capital alliance plans far
beyond a cursory level, as prior planning should
guide the ceding of portions of management control
needed to create a positive, collaborative relation-
ship.

• Developing-country governments should provide ini-
tial shelter for emerging TNCs but must also under-
stand the limited time frame available for such incu-
bated growth.

• Economies of scale must be achieved quickly to be-
come self-reliant. It is likely to require effective coop-
eration with larger global partners.

Contr ibut ions,  Limitat ions,  and
Future Research

This article contributes to our understanding of develop-
ing-country transnational corporations by providing a
comprehensive conceptual framework illustrating the
path from emergence through global competitiveness.
Based upon the disparate experiences of the Malaysian
firm PROTON, we believe the broad model offers real-
world applicability often missing from such conceptual-
ization, while providing specific steps needed to advance
on the international stage. As such, it is our hope the par-
adigm will create debate and assist genuine transnational
contenders, as well as the scholars studying the phenom-
enon, in their quest. 

We find the primary limitation of our effort is the
methodology. Whereas the case approach allows for
greater flexibility in interpretation, this elasticity is gained
with at least the potential of bias (Yin, 1994), particularly
when attempting to extrapolate the experiences of only

one organization (Eisenhardt, 1989). Having acknowl-
edged that, we believe the organizational target for this
endeavor is acutely desirable for the firm’s “potential to
help contribute to the research” (Stuart et al., 2002, p.
426). Nonetheless, future study to examine the validity of
our comprehension would benefit from greater direct ob-
servation and interviews with various organizational stake-
holders. 

Above all, though, we concur with Yeung (1994) in
that the task begs for an interdisciplinary pursuit. “Invalu-
able contributions can be made from a fusion of ideas,
concepts and methods from such diverse disciplines as in-
ternational business, industrial economics, organizational
analysis, economic sociology, economic geography and
political science” (Yeung, 1994, p. 308). We welcome the
insights and debate from these and other disciplines as
we attempt to advance our understanding of the appear-
ance, growth, and sustained competitiveness of transna-
tional corporations from the developing world.

Conclusion

When it comes to grasping the dynamic path of global
competitiveness, those seeking guidance quickly under-
stand that our “reservoir of knowledge is modest” (Zahra
& O’Neill, 1998, p. 13). While Zahra and O’Neill (1998)
were addressing broader competitive issues for senior ex-
ecutives, we see the emergence of future developing-
country TNCs as an important component of these
changing competitive patterns and find the literature is
narrow in this quarter as well. Accordingly, we have at-
tempted to offer at least a modicum of direction by pre-
senting our representation of emergence and competi-
tiveness for prospective developing-country transnational
corporations, based upon the disparate real-world experi-
ences of the Malaysian firm Perusahaan Otomobil Na-
sional Berhad (PROTON).
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