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Abstract 
 

A new world with less barriers of trade and unionization of countries creates new conditions 

and realities for MNCs operating in a global arena. It is widely considered that this 

behaviour promotes economic prosperity for all parties involved and is closely related to 

world peace through mutual goals and understanding, inducing less wars. However, like a 

two-edged sword these market liberating forces act in a dual way. Restrictions and embargos 

against countries through economic sanctions have also increased in frequency, whereby 

economic tools are increasingly popular for governments during political disagreements with 

another nation, creating a paradox. In turn, this highly affects MNCs operating in a global 

arena, having to withdraw from favourable foreign markets. This forces them to act against 

the nature of their existence, creating a paradox within the paradox. This paper aims to 

explore this phenomena through an in-depth study of a Swedish MNC's internationalization 

process through its market commitment behaviour when facing economic sanctions in Iran, as 

well as the challenges faced upon re-entry afterwards. Results indicate that the MNC's market 

commitment behaviour and challenges upon re-entry when facing these conditions largely 

differ from past research presented on these topics. 
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1. Introduction 
As our world changes and becomes more globalized and open, trade barriers between 

countries decrease, resulting in mutual benefit for most parties who choose to participate 

(Askari, 2003a; Abbas, 1999). Different kinds of unions, such as trade and political unions, 

have become wider and more inclusive across the world, mainly through the economic 

unionization of countries from different continents (Askari, 2003a). The European Union 

(EU), North American Free Trade Agreement (NAFTA), Asian-Pacific Economic 

Cooperation (APEC), Organisation of African Unity (OAU), just to name a few. This has led 

to the flow of Foreign Direct Investment (FDI) in the world to increase to over $1,46 Trillion 

during the last year (2015) and is expected to rise even further (UNCTAD, 2015). 

Multinational corporations (MNCs) are the main instigators of the cross-border investments 

that lead to increased prosperity and connecting the economies of the world (Askari, 2003a). 

It is further argued that this leads to a more prosperous economic well-being for the countries 

involved who advocate less trade barriers (ibid). In turn, this could arguably lead to a more 

stable world and create peace, since the agendas of the economies in the countries of the 

world are aligned with each other (Abbas, 1999). Countries and cultures having the same 

objectives could also encourage mutual understanding. MNCs could therefore arguably be the 

engines of globalization (Cavusgil et. al., 2012). 

 

At the same time, many sudden disruptions of trade between countries have occurred through 

the use of economic instruments, such as economic sanctions, something that was more 

uncommon before the turn of the new millennium (Askari, 2003a). Instead of military 

intervention to demonstrate strength and sovereignty when a state's authority is under 

question, other measures are taken to oppose other countries' policies (Askari, 2003a, 2003b). 

In the new political era with less direct military conflicts, economic sanctions are used to a 

greater extent as a political instrument by nations or unions to enforce a policy change on a 

sanctioned country (ibid). Economic sanctions are defined as "Coercive measures imposed by 

one country, or coalition of countries, against another country, its government or individual 

entities therein, to bring about a change in behaviour or policies" (Rennack & Shuey, 

1998:02). When sanctions are enforced, FDI from the sanctioning country or countries ceases 

and diplomatic relations are often degraded. The sanctioned country also faces an 

overhanging risk of complete economic isolation, due to the lack of foreign goods and 

technology from the outside world.  
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In a historical perspective, economic sanctions have largely been used by the U.S. on a 

unilateral basis (Askari, 2003a; 2003b). From 1945 to 1990, the United States had 56 

unilateral sanctions imposed on other countries (ibid). However, from 1990 to 1998 the U.S. 

imposed 12 sanctions but was involved in 36 other multilateral sanctions as a coalition 

member (ibid). This shows that they had an increase in multilateral sanctions from 1990 and 

beyond, at the same time as their unilateral sanctions decreased. Multilateral sanctions are 

usually more effective and characterized by countries "ganging up on the sanctioned country"  

(Askari, 2003a:31). They also have a more severe impact on the country, thereby making it 

more likely to force a policy change. In particular, economic sanctions imposed by the United 

Nations (UN) have increased. Until 1990 there were only two sanctions imposed by the UN 

since its founding in 1946 (ibid). From 1990 until 2000 there was a dramatic increase of 

sanctions imposed by the UN, jumping up to 13 in total during this period (ibid). Some 

researchers therefore even call it 'the sanctions decade' (Cortright & Lopez, 2000). The trend 

of increasing multilateral sanctions, in particular from the UN, is therefore argued to correlate 

with the decrease of U.S. unilateral sanctions. Unions, rather than individual countries, 

increasingly take the decision of imposing economic restrictions upon a third country. Single 

countries could therefore be unwillingly dragged into tensions and restrictions by having a 

membership in a union imposing economic sanctions. This will effectively block a country, 

against its will, to do business with the sanctioned country. Abbas (2010) and Abbas et. al. 

(1999) therefore argues that this is a threat to world trade and peace and creates a paradox 

since it is contradicting the global logic of increased global FDI and lower barriers for trade, 

typically from the same western states and unions who advocate it.  

 

Due to its nature, economic sanctions have the possibility of freezing a country in 

technological advancement and economic development (Askari, 2003a; 2003b). Simons 

(1999:10) argues that economic sanctions deliberately "Deprive the people of the means to an 

effective economic life". For example, Iran being unable to receive spare parts for their 

airplanes due to economic sanctions has caused about 700 fatalities in domestic airline crashes 

since 2005 (Handjani, 2014). Inflation also becomes an overhanging risk and could affect the 

population severely (Askari 2003a; 2003b). These economic instruments as an aim for policy 

change therefore weakens a country on all fronts, whereby the country and its citizens 

undoubtedly suffer (ibid). In a globalized economy there is therefore a tool that is being 

increasingly used by nations to disrupt the flow of FDI upon certain countries.  
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For MNCs who span across borders this creates severe complexities and much uncertainty, 

since their investments might become endangered. It can have tremendous impacts on the  

decisions made in relation to that country both in a short- and long-term perspective. 

Organisations also tend to keep these market "shocks" in their collective organisational 

memory (Li et. al. 2004). This might have lasting effects even after these "shocks" have been 

sustained (Javalgi et. al., 2011). This phenomena becomes particularly important for MNCs 

who operate in countries who are in political disputes with powerful unions. Disruptions in a 

globalized economy might occur suddenly as a reaction to such a dispute and give 

international firms little time to prepare to protect their investment. This could put 

investments such as assets, networks and brand image at risk in the sanctioned country. For 

MNCs operating in a foreign market, the social capital and intangible assets built up over time 

might even be more important to protect than the actual investment made (Javalgi et. al., 

2011; Hadjikhani, 1997; 1996).  

 

Research on firms internationalization behaviour could explain some elements of the realities 

which MNCs experience when exposed to economic sanctions. They are important to 

understand and consider for creating an initial understanding of the phenomena. However, 

they are inadequate to grasp the full picture of the dynamics of such conditions. Since the 

MNC is forced to act against its own interests, it creates a dissonance which is itself an 

unexplored phenomena. It is therefore also different from conventional market commitment 

behaviour, where the firm acts by either external market conditions or internal organisational 

capacities. Therefore, when for example exiting or re-entering a sanctioned market, the 

situation differs when the host environment externally and firm internally has not changed. 

This is the case of previous related research of closely related phenomena's such as market 

exit, turbulence and re-entry (Naldi & Kuiken, 2016; Javalgi et. al., 2011; Dixit & 

Chintagunta, 2007; Johanson & Johanson, 2006; Hadjikhani, 1996) They differ in a couple of 

key elements; The host environment is not opposing the presence of the MNC, rather it is 

highly receptive of it, the market is relatively stable and the MNC itself is fully capable of 

running its operations and making profit. Another superordinate variable, namely economic 

sanctions, is therefore superior to these factors.  

 

Economic sanctions through an organisational perspective and its possible impact on MNCs is 

therefore argued to be an important phenomena within international business, but has so far 

been overlooked by economic scholars (Abbas, 2012). This background creates a wide gap in 
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international business research. On the one hand the MNC has ongoing operations in which 

they have invested in and are profiting from through their organisational capacity, market 

demand and favourable host environment. On the other hand external superordinate global 

forces are calling for its operations to cease. Forces in which the MNC is unfamiliar with and 

have no relationship to. They have no mutual ground or common understanding with these 

forces, but are required to follow their decisions. In other words, the MNC is directed to act 

entirely against its own interest. To understand the dynamics in which an MNC goes through 

during a period where highly opposing forces come into play, we must take a deeper look into 

the firm to understand its dynamics. This is done in order to understand how businesses 

handle this uncertainty and protect their investment when facing economic sanctions. It 

becomes particularly important if the country in question has a high potential and if the firm is 

highly active in its market. It is also important to understand how the MNC works to re-

establish its operations after economic sanctions are suspended. To create an understanding of 

this phenomena, MNC behaviour in regards to market commitment before, during and after 

economic sanctions, as well as challenges faced upon re-entry, was studied. Atlas Copco, one 

of Sweden's largest MNC's, was chosen for the study and followed in this process. Atlas 

Copco has had a long history of operating in Iran, being a key market in the region.  

 

1.1 Research question 
How is an MNC's market commitment behaviour before, during and after economic sanctions 

in a key host market? What are their main challenges upon re-entry? 

 

1.2 Purpose 
With the investigation of How an MNC operates in a host environment that is facing 

economic sanctions, the study aims to gain insight of this phenomena through an in-depth 

case study. Further, it will conceptualize the challenges faced upon re-entry. For this purpose, 

Atlas Copco, one of Sweden's largest MNCs with over 40 000 employees was chosen for the 

study. Atlas Copco specializes in heavy industrial equipment and has had a long historical 

presence in Iran with high activity.  
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2. Theoretical background 

2.1 Firms internationalization process 
Dixit & Chintagunta (2007) argue that there are two streams of research that explain the 

internationalization of MNCs when operating in foreign markets, through firm- and market-

related factors. From one perspective, the Economic and Industrial approach, like transaction 

cost economics (TCE), examines market commitment based on macroeconomic, market- and 

firm specific factors (Forsgren, 2013; Dixit & Chintagunta, 2007). From another perspective, 

Organization Studies who adopt a behavioural approach to explain the firms operations based 

on its organisational capacities, market uncertainties and decision-making (ibid). Within the 

behavioural approach, Johanson & Vahlne (2009; 1977) argue that firms can accumulate 

knowledge, relationships and networks through a stage-based process of internationalization. 

This gradually increases the commitment of the firm towards the targeted foreign market 

through a stage-based process. This is known as the Uppsala or Internationalization Process 

Model and has been supported by a large number of other international business scholars 

(Araujo & Rezende, 2003; Eriksson et. al., 2000; Hadjikhani, 1997). By gradually increasing 

its operations in the foreign market, the MNC would overcome their biggest challenge, 

namely the liability of outsidership (Johanson & Vahlne, 2009). This addresses the firms 

challenges of flexibility, network and knowledge which local firms possess. This knowledge 

is characterized as institutional knowledge, business knowledge and internationalization 

knowledge, and involves understanding about host country language, culture, politics and 

economy. With increased experience and local knowledge, the firm can gradually overcome 

this liability of outsidership by increasing market familiarity through gradual market 

commitment.  

 

Figueira-De-Lemos & Hadjikhani (2014) argue that scholars investigating the 

internationalization process model have identified either environmental-external or 

organisational-internal factors affecting firms market commitment. The underlying causes for 

international firms market commitment according these authors can therefore be explained 

through external factors occurring within the host environment or through the firms internal 

organisational capacities. When facing turbulent markets, external factors which lay beyond 

management and organisational control, dominates the market commitment behaviours of the 

firm and their potential exit (Dixit & Chintagunta, 2007; Hadjikhani, 1996). MNCs can 

therefore have high international exposures, organisational capacities and experienced 
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managers but become victims of hostile or turbulent external environments (Figueira-De-

Lemos & Hadjikhani 2014; Hadjikhani, 1996). This condition is entirely evolved through 

external environmental factors in the host country, which the firm or its managers cannot  

influence. It is however suggested that a permanent exit from a market when facing these  

external environmental conditions might not be the best choice for global expansion and 

competitive advantage (Javalgi et. al., 2011; Dixit & Chintagunta 2007). One suggestion is 

that firms might miss out on unique and valuable knowledge that could have been gained 

during changing conditions through new market dynamics and regulations (Figueira-De-

Lemos & Hadjikhani, 2014; Hadjikhani, 1996). This approach is also consistent with research 

on international market re-entry, suggesting that firms needs to re-consider their own internal 

organisational capabilities as well as host-environmental factors when re-entering a foreign 

market (Javalgi et. al., 2011; Welch & Welch, 2009). Firms who previously exited a market 

generally find incentives for re-entering it when the barriers for their exit are removed in the 

host market (ibid). The loss of tangible and intangible assets already invested in the foreign 

market are other critical factors when exiting. Tangible assets such as plants, offices, 

equipments etc. are commitments that are possible to plan and calculate in advance. Intangible 

assets on the other hand are made through commitments invested in the social context, such as 

relationships, brand image and subsidiary organizational competence (Itami, 1987). Intangible 

assets have the purpose of learning and predicating environmental changes, and could 

therefore sometimes be by-products of tangible assets (Hadjikhani, 1997; Itami 1987). Many 

firms are therefore also keen on salvaging past commitments upon a potential re-entry, mainly 

in the form of intangible assets (Javalgi et. al., 2011). 

 

The past research presented on market commitment and re-entry therefore provides us with 

two factors which affect firm behaviour operating in foreign markets. These are the firm's 

internal capacities or the external conditions of the host environment, as presented in the 

figure below (Fig. 1). 
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2.2 Turbulence, uncertainty and knowledge 
When firms are facing external turbulence in the host market, they cannot act on a rational 

basis since they do not know the outcome of their decisions (Hadjikhani et. al., 2014;  

Hadjikhani et. al., 2013). In such situations, the environment is therefore perceived as highly 

uncertain and dynamic (Hadjikhani, 1996). This could create severe market conjunction and 

the internationalization process through incremental commitment could therefore be disrupted 

(Hadjikhani et. al., 2014). During market turbulence, the MNC itself might very well still 

have the organisational capacity internally to sustain its operations. The only variable that 

changed is the external conditions, being the host environment in which the MNC operates. 

These market turbulences could have many underlying factors, such as “partly consequences 

of institutional changes” (Johanson & Johanson, 2006:182) and are mainly displayed as 

periods with some form of turmoil in the host environment, making business highly risky due 

to high uncertainties (Figueira-De-Lemos, 2014; Hadjikhani, 1996). In other words “Firms are 

faced with radical uncertainty: they do not know, they cannot know, what they need to know” 

(Tsoukas, 1996:22), which  presents them with a knowledge gap since they do not know in 

advance the outcome of their decisions (Tsoukas, 1996). This could lead to many 

complications for MNCs operating in the market. An example is what happened to Swedish 

MNCs while operating in Iran during the  revolution and war of 1979 – 1988. During this 

period, there were frequently shifting and contradictory regulations for the MNC operations, 

in addition to the possible threat of nationalization (Hadjikhani, 1996). The market suffered 

highly disruptive patterns such as import bans, issues with financial transactions and an 

unresponsive judicial system  (ibid). During market turbulence, firms have already invested 

and might still maintain a good market position. When the market becomes turbulent, these 
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assets become jeopardized (ibid). From an MNC perspective, the risks might become 

unproportionately high due to the uncertainties of a highly volatile and contracted market. 

Therefore many firms tend to exit the market since the perceived or actual costs normally 

exceed the gains (Sousa & Tan, 2015; Hadjikhani, 1996). Especially considering that firms 

are constrained in their decision making through bounded rationality, where the boundaries of 

their market knowledge is insufficient to understand and grasp its dynamics (Forsgren, 2005). 

This becomes particularly evident in turbulent environments with an uncertain outcome in an 

unknown future (Hadjikhani et. al., 2013). However, this view is not undifferentiated and 

other scholars argue that turbulence might increase MNCs efforts to strengthen their 

relationships with market actors to safeguard their assets (Staw, 1981;  Kobrin, 1978), other 

scholars even suggest that they should be “strategically aggressive” (Ansoff, 1991:459) in 

such situations. Some MNCs might therefore have a tendency to escalate commitments when 

threatened, which could stem from the need to justify previous commitments.  

 

Due to the unstable conditions of a turbulent market, the information flow becomes 

asymmetrical given the difficulties of accessing symmetrical information through traditional 

channels. This creates uncertainty for firms operating in such environments, facing knowledge 

that is known to be unknown (Figueira-de-Lemos & Hadjikhani, 2014; Figueira-de-Lemos et. 

al., 2011). Uncertainty and knowledge are therefore linear variables polar to each other and 

acquire a symmetrical relationship (ibid). In other words, the more uncertainty a firm faces, 

the less amount of knowledge it has regarding the host environment, and vice versa. This 

definition of uncertainty is also supported by Hilmersson & Jansson (2012) who argue that 

environmental knowledge does reduce uncertainty in the internationalization process. 

Hilmersson (2011) further argues that experiential knowledge, gained by being active within 

the host market, is positively linked with market commitment. However, when facing high 

levels of uncertainty and low levels of knowledge, many firms tend to decrease their 

commitment and/or exit the market (Figueira-de-Lemos & Hadjikhani, 2014). This is 

supported by other scholars who have reported on cases of de-commitment as a way of 

reducing uncertainty when facing unfavourable environmental changes (Bianchi & Ostale, 

2006; Benito & Welch, 1997). Some even suggest that de-commitment can be used as a 

strategy when responding to institutional changes in the host environment (Santangelo & 

Meyer, 2011). Furthermore, Hadjikhani (1996) argues that there are options between staying 

and leaving the market, such as entering a ‘sleeping phase’. This is a form of reducing 

tangible market commitments which could become be successful to varying degrees (ibid).  
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MNCs entering a sleeping phase is illustrated by Hadjikhani (1996) through the example 

presented on Swedish MNCs behaviour during the Iranian revolution and war. Due to these 

environmental circumstances, MNCs were suffering from uncertainty due to the lack of 

knowledge and environmental hostilities. Despite of the complications and risks that the 

MNCs were facing during such conditions, the firms were cautions about exiting. Instead, 

some took the approach of entering a sleeping phase by decreasing their tangible 

commitment. During this time they tended to keep their commitments on a minimal basis, for 

example not selling any products even when facing losses. The main objective became to 

observe and watch the market to gather knowledge.  

 

With this background, Figueira-De-Lemos & Hadjikhani (2014) established a model of firm 

decision making in dynamic environments given their level of knowledge vs. uncertainty, and 

presented it as a framework on firm behavior and level of market commitment thereof. The 

decision making regarding level of market commitment thus varied according to their level of 

uncertainty contra knowledge. When making decisions regarding market commitment in a 

turbulent market, it was proposed that firms could choose from the following options; (1) 

Increase intangible commitment, (2) Increase tangible commitment, (3) Decrease tangible 

commitment, (4) Wait & See, (5) Wait & See tangible, increase intangible commitment, (6) 

Leave market. These options are also a function of an accepted level of risk for the firm, 

depending upon the uncertainties that are being faced through the lack of knowledge.  

 

The framework was used to illustrate the decision making process through the different 

options at the firms disposal when facing market turbulence. The approaches taken by the 

Swedish MNCs differed greatly during the Iranian revolution and war (Hadjikhani, 1996). 

Some were nationalized or forced to leave and some exited and re-entered. Hadjikhani (1996) 

concluded that firms' resources for handling turbulence vary according to the relations with 

the market when the turbulence started in form of tangible- and intangible assets as well as 

their market expectations. This was also  restated in a more recent study (Figueira-De-Lemos 

& Hadjikhani, 2014). Furthermore, it is argued that political networks during turbulence serve 

as a critical factor for firms having favourable or unfavourable conditions in the market 

(Hadjikhani, 1996). However, it is suggested that during recent years the risk-assessment and 

importance of international  financial service providers (banks) play a larger role in turbulent 

markets, due to the increasingly connected economies of the world through IT advancements 

(Engwall & Hadjikhani, 2014). 
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2.3 Market re-entry 
Welch & Welch (2009:568) define the process of re-entry as re-engaging in international 

operations after a partial or complete withdrawal from foreign markets.	According to Javalgi  

et. al. (2011) literature on market re-entries is currently slim compared to other research topics 

within International Business, excluding case studies. These researchers therefore conducted a 

comprehensive study regarding the re-entry processes of 30 firms during the last 100 years 

through secondary data. The authors argue that firms who use re-entry as a strategy in their 

internationalization process consider different issues than from a de novo market entry. 

Mainly because the firm is facing different kinds of challenges than it did when it first entered 

a market. Making a re-entry therefore affects the decision making process of a firm in 

different ways than a de novo market entry (Welch & Welch, 2009). It is further argued that 

firms who re-enter foreign markets do so to capture emerging opportunities such as high 

growth rates, which would later serve them as a competitive advantage (Javalgi et. al., 2011). 

Same authors further suggest that firms tend to behave in a risk averse manner when re-

entering. This is due to their perceptions of the risk being enlarged upon previous bad 

experiences. In addition, they suggest that firms re-entering a foreign market should carefully 

evaluate which factors that have changed during the time in which they operated in that 

country. In addition, it is argued that firms are likely to repeat the same entry mode due to 

path dependency (Javalgi et. al., 2011; Araujo & Rezende, 2003; Eriksson et. al., 2000). 

 

Even though the situation has changed, firms may be hesitant to enter a foreign market they 

once left. This is argued to be because of residual conceptions from the abandoned market and 

a lack of confidence to re-enter. A firm needs to be able to tackle these "negative feelings" to 

be successful (Javalgi et. al., 2011:385). This is argued to be considerably important if a firm 

has been exiting a market for a certain period of time, in which it might not have kept up with 

the developments in that market and therefore lost much knowledge of its current state and 

became unfamiliar with the new conditions. It is therefore important that the firm re-evaluates 

its own internal organisational capabilities when re-entering (Javalgi et. al., 2011; Welch & 

Welch, 2009). A firm's decision making process when assessing re-entry is therefore 

fundamentally different and more complex due to past experiences (ibid). A re-entry therefore 

makes decision makers face different kinds of considerations and characteristics than when 

making a de novo market entry (ibid). Usually, these processes are more dynamic and 

uncertain than entry models, whom in literature usually are based upon rational models with 
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measureable outcomes (Hadjikhani et. al., 2014; Javalgi et. al., 2011). Uncertainty is a key 

factor when making decisions in turbulent and volatile markets in environments where the 

outcomes are unclear (Hadjikhani et. al., 2014; Figueira-De-Lemos et al., 2011). It is therefore 

suggested that decision makers wait and postpone important decisions related to these 

uncertainties (Fisch, 2008). This could be applied to market re-entrants who previously exited 

a market due to unfavourable conditions in the host environment. 

 

Javalgi et. al. (2011) further state that salvaging both tangible and intangible assets provide an 

incentive for firms to enter previously exited markets. Meanwhile, the tacit knowledge gained 

through sustaining these assets still exist in the firms organizational memory, something that 

can be salvaged more easily if the firm re-enters before a long time elapse (Fisch, 2008; 

Teece, 1998). Re-entering immediately after restrictions or obstacles have been lifted could 

therefore be sensible since the firm could make greater use of its investments in the country 

and serve as a source of competitive advantage (Javalgi et. al., 2011; Welch & Welch, 2009). 

An example is Coca-Cola in the Indian market, who upon an unsuccessful strategy and lack of 

local regulatory knowledge exited the Indian market, but upon re-entry became highly 

successful (Javalgi et. al., 2011). Re-internationalization could therefore be less challenging 

due to the benefits of the tacit knowledge already gained. The experience gained through a 

market exit might thus make the firm face less risk and uncertainty upon re-entry (ibid). 

 

It was found that the timeframe of a market re-entrants varies from one to five years and even 

up to several decades in some cases. The fast re-entrants were categorized as firms who chose 

to re-enter within around five years. The firms who chose to re-enter early were those who 

had sustained their relations and networks within the country Javalgi et. al. (2011). Those 

firms also had a long history with the market and had accumulated knowledge for a certain 

amount of time. In other words, it was the MNCs who were highly active in the host 

environments before unfavourable market circumstances forced them out who were the most 

likely to re-enter (Naldi & Kuiken 2016; Javalgi et. al., 2011). The highly active firms were 

keen to salvage much of the sunk costs accumulated upon exit. Costs which had occurred 

through investments in the foreign market (Javalgi et. al., 2011). Providing the firm with an 

array of valuable intangible assets left behind, which could be used as a solid foundation upon 

a potential re-entry. The previously highly active MNCs who successfully re-entered could be 

argued as having been embedded in the host environment. Embedded MNCs are through their 

subsidiaries highly involved with transactions of suppliers, buyers and other relationships 
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within their network (Forsgren et. al., 2005). 

 

2.4 Foreign market (re)entry strategies 
When entering a foreign market, the choice of entry mode is one of the most critical strategic 

decisions for an MNC, since it has a big impact on future decisions (Dunning 1988; Buckley 

& Casson, 1976). One important analysis is the timing of the entry (Javalgi et. al., 2011; 

Tuppura et. al., 2008; Sivakumar, 2002). Early and late market entry has its benefits and 

losses. Early market entrants acquire a valuable first mover advantage by establishing 

themselves before the others and being pioneers. Late entrants bear less risk but might lose 

out on the market share overtaken by the early entrant. They might even lose the window of 

time in which a market entry was feasible (Thompson et. al., 2013; Tuppura et. al., 2008). 

 

Another important factor is the foreign market entry mode, where firms face different 

strategic options. Main determinant for choosing an option is the amount of risk and control 

the firm wants to be exposed to (Morchett et. al., 2010). The options MNCs face when 

entering foreign markets are export, intermediate and hierarchical modes. Each option 

involves various degrees of commitment and risk towards the market. Export (direct and 

indirect) does not involve extensive market commitment since agents handle the operations in 

the foreign market. Intermediate options, like a Joint Venture, include contractual agreements 

with foreign partners which increases commitments and shares the risk. Hierarchical modes, 

like wholly owned subsidiaries, involve the highest risk but also the highest level of market 

commitment since the MNC fully controls its own operations in the market (Morchett et. al., 

2010). This option could therefore make the MNC gain valuable local knowledge, but at the 

same time it would take the highest risk given the entry modes at its disposal (Brouthers & 

Brouthers, 2000). When entering a foreign market, the firms internal ambitions, expectations 

and strategic relationship to the market are the main drivers for the choice of entry mode (Hill 

et. al., 1990). 

 

2.5 Conceptualization and limitation of theories presented 
Due to a constantly changing world, researchers have recognized limits of existing knowledge 

and the need for investigating new environments in which MNCs needs to constantly adapt to 

and researchers alike need to follow (Drogendijk & Barkema, 2007; Axinn & Matthyssens, 

2002). The theoretical frameworks presented therefore provides us with tools and concepts for 
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investigating firms internationalization process through market commitment and re-entry 

when facing economic sanctions. However, they are inadequate for explaining MNC 

behaviour during such conditions.  

 

The Uppsala Model in its most recent form (Johanson & Vahlne, 2009) does not address the 

reported cases of market de-commitment which could occur during periods of sudden 

unfavourable market deterioration (Bianchi & Ostale, 2006; Benito & Welch, 1997). Neither 

does it refute this phenomena by stating that incremental commitment only proceeds when the 

prospects and performance is favourable for the MNC, leaving the question of market de-

commitment “wide open” (Figueira-de-Lemos & Hadjikhani, 2014:334; Johansson & Vahlne, 

2009). Santangelo & Meyer (2011:895) therefore state that "few have considered commitment 

decreases within ongoing operations", citing Hadjikhani (1996) as the only exception. 

Building on the study of Hadjikhani (1996), Figueira-De-Lemos & Hadjikhani (2014) and 

Hadjikhani (1997) claim that the Uppsala Model is argued to explain market turbulence by 

claiming that firms can adjust their market commitment by decreasing tangible and increasing 

intangible commitment in accordance to their current state of knowledge and level of 

uncertainty, or entering a 'sleeping phase'. Furthermore, given the limited amount of studies 

which has been conducted thus far on international market re-entry, by authors such as Javalgi 

et. al. (2011) and Welch & Welch (2009), the challenges and strategies for re-entering after 

economic sanctions also remain unexplored.   

 

Therefore, this paper suggests that economic sanctions is a new and unexplored dimension of 

MNCs market commitment behaviour that needs to be addressed within international business 

research. Based on this background, understanding the process and challenges the MNC faces 

in the context of market commitment and re-entry becomes the key objectives of this study. 

3. Case background 
	
3.1 Geopolitical landscape of Iran and economic isolation  
Iran is a theocracy with a complex political system and has faced times of severe political 

turbulence dating back to the 1950’s. It has been subject to several regime changes, during 

1953 and 1979, and suffered an eight year war with Iraq during 1980 - 1988 (Fischer, 2003). 

Governments during this period have also had different views on governing and the amount of 
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liberty for businesses and citizens through these different era's (Fischer, 2003). Iran’s judicial 

institutions are generally seen as weak and slow in respect to protecting firms intellectual 

properties (Shirani, 2009). Therefore they can only protect business operations inside of Iran 

to a minimal level, particularly for foreign firms' lacking local knowledge (ibid). This is 

argued to explain why foreign international firms most appealing mode of entry into Iran is 

export, involving minimal firm commitment (ibid). Networks and relationships therefore 

become more important since the economy runs on a mostly informal basis (Hadjikhani, 

1996). 

 

From 2004, Iran started a nuclear programme which it claimed was for peaceful purposes. 

This was refuted firstly by the U.S. and Israel and eventually escalated into a global crisis on 

the UN level. Due to this dispute, Iran faced economic sanctions from the UN, US and EU 

during 2009 - 2016. They increased in severity over time and culminated in 2012/2013 when 

Iran was blocked from the world's financial transactions system (SWIFT), something that was 

argued to bring Iran to an “Economic collapse” (Reuters, 2016; Altman, 2012:01). This was 

also when most international firms left the market (Saul, 2013). During these years, sanctions 

were crippling for Iran’s economy especially since they could not import or export most 

goods through official channels (Saul, 2013). The biggest blow for the Iranian economy was 

the ban against Iran’s central bank and oil exports, making FDI in Iran virtually impossible 

(Calmes & Gladstone, 2012). Sanctions to the severity of what Iran went through is generally 

referred to as 'crippling sanctions', and refers to its crippling nature of FDI flows, both in and 

out of the country (Askari 2003a; 2003b). In modern times they can only be compared to the 

sanctions imposed on North Korea which shared similar characteristics (Myong-Hyun, 2013).	

On January 16, 2016 all UN economic sanctions against Iran were suspended with immediate 

effect due to the fact that the requirements of the P5+1 provisional agreement from July, 2015 

had been fulfilled (Business Sweden, 2016). The deal included the possibility of the sanctions 

being reinstated if Iran would break the requirements of the deal at a later point in time. 

However, this would not affect firms that had already signed contracts and started operating in 

Iran during this period (ibid). The provisional agreement did not specify when the sanctions 

would be suspended, therefore they caught many businesses off-guard when they were lifted 

in January, 2016 (ibid). Given that the EU sanctions were grounded upon the UN sanctions, 

they were also immediately lifted (ibid). However, the U.S. sanctions dating back from 1979 

and escalating throughout the crisis still remained in place, effectively blocking the U.S. from 

making deals with Iranian firms (Business Sweden, 2016; Levs, 2012).  
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Due its historical instability, political regime and weak judicial environment for foreign firms,  

many foreign investors see Iran as a highly risky investment, but also with many opportunities 

if successful. Currently, the Swedish Export Credit Agency (EKN) assess the level of risk for  

investments in Iran as the highest possible, giving it 7/7, even though the UN sanctions are  

suspended (EKN, March 2016). Still, many MNCs see opportunities in Iran’s high population 

of youth, rich natural resource reserves and geographical location (Business Sweden, 2016). 

Iran is therefore an attractive foreign market in many aspects for an MNC looking to invest in 

the region (ibid). 

 

3.2 Atlas Copco's historical operations in Iran (Hadjikhani, 1996) 
In 1996, Hadjikhani made a case study on Atlas Copco’s operations in Iran during the 

revolution and war, lasting from 1979 until 1988. Atlas Copco was deemed as one of the few 

firms to make the most adequate decisions during the market turbulence in Iran, which made 

them stay despite the turbulence. The firm entered the country in the 1940's through an 

incremental approach. At first they sold on a small scale in a market with few actors. During 

the establishment years, this was done through a local agent. During the 1960's however, they 

used a distributor which they shared in cooperation with other Swedish MNCs in Iran, the 

Irano-Swedish Corporation. When the market grew and their market share started to increase 

in the 1970's they decided to own the operations themselves. Therefore they proceeded with 

divorcing the Irano-Swedish Cooperation and to restructure their current operations within 

Iran into a subsidiary form. During 1977 their market share peaked and they were hitting their 

highest sales numbers, making Iran their biggest market in Asia. During the escalations in 

political turbulence leading to up the Iranian revolution in 1979, Atlas Copco was facing 

issues in the market such as payment turbulence and problems releasing their products from 

customs. Even though they were facing these uncertainties, they decided to stay until the 

actual revolution broke out in 1979. To be able to satisfy their current customers for the near 

future, and to tackle the issues with the customs and lack of foreign currency, they decided to 

import a large amount of spare parts at once. When the revolution broke out in 1979, all 

Swedish personnel left the country except for the Managing Director. From this period, Atlas 

Copco entered a 'sleeping phase' to observe the developments, without exiting the country. 

From this period until 1984, the war broke out and they faced numerous challenges serving 

their customers, such as takeover of their facilities by demonstrators and threats of 

nationalization. During this period there were no sales, but through the commitment of their 
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products and maintenance of them, they developed an important network with their buyers in 

a new environment and newly established political arena. Through their consistency, they 

handled the turbulent situation well, but also through luck and the neutrality of Sweden in the 

ongoing conflict. After the revolution and war, in 1991 they had recovered their turnover 

levels of 1977 with a 70% market share. Since Atlas Copco was one of the few firms that had 

remained in the market, they entered a near-monopoly state when the turbulence was over.  

 

4. Method 

The purpose of this research is to conduct an explorative study on the process of an 

international firm before, during and after economic sanctions, as well as providing an 

overview of challenges faced upon re-entry afterwards. Given its explorative nature, the 

theories and historical case background presented are applicable only to a limited extent for 

the current phenomena of interest, however the concepts developed through these studies are 

largely used. It is therefore important to be open and adaptive towards the new data collected, 

and the different results it may yield (Saunders et. al., 2012). Thus, the method is adopting an 

abductive approach by using past research and concepts as a background rather than solid 

theoretical framework when investigating this phenomena. The theoretical background serves 

the purpose of gaining conceptual understanding to later be matched with the data gathered. 

This will be done in accordance to how well the data is deemed to fit the theoretical 

background. These steps are recommended by Morais (2010) due to the explorative nature of 

the study. This approach involves going back and forth between the data and the empirical 

foundation through a systematic combining process (Dubois & Gadde, 2002). In turn, this is 

argued to enhance the richness of the gathered data through its heterogeneity and possible 

extremes found (Van Maanen et. al., 2007). Therefore this method was deemed to depict the 

reality of the MNC to the furthest extent possible. Further, it uses the work of Hadjikhani 

(1996), conducted on Atlas Copco’s historical operations in Iran, containing important 

information to help create an understanding of the current case being studied. However, the 

aim is to investigate a divergent contemporary phenomena of an MNC facing economic 

sanctions with a fresh set of eyes. It is therefore important to underline that the theoretical 

background presented could potentially be used to understand and analyze the results, given 

its applicability.  
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To conceptualize the ongoing business phenomena an in-depth case study was conducted, 

where primary data was collected. The qualitative nature was chosen to grasp the dynamics of 

the reality observed through change-in-progress and in-depth interviews were conducted both 

in a retroactive and proactive manner. More specifically, the process of concrete changes in 

which the  MNC went through before, during and after crippling economic sanctions in a 

market which they were highly committed in. This method therefore focuses on answering the 

question of how certain processes were developed and unfolded during these three stages of 

the economic sanctions. Further, it will conceptualize the challenges faced upon re-entry. The 

method is therefore designed to understand and present the process through its past stages 

retroactively and to follow it at its current re-entry stage proactively to present the challenges 

faced. 

 

4.1 Designing the study 
The fundamental question in this research is concerned with How a process works. Further, it 

will conceptualize and identify What the key challenges are during this process. The How 

question will focus on the process and dynamics of the unfolding reality during the change 

that is being investigated. Further, it tries to capture these dynamics through incidents and 

events that occur throughout the process. The How question is therefore concerned with 

capturing the richness of the details and dynamics of the change-in-process itself. The 

qualitative and in-depth aspect of understanding and explaining the dynamics is therefore of 

prime focus for the process study. Thus it takes a narrative approach and require an event-

driven explanation of the temporal order and sequence in which a discrete set of events 

occurred. Process studies are fundamental for gaining an appreciation of organisational  

processes to investigate 'How' organisations adapt and change over time to fully grasp its  

dynamics (Van De Ven, 2007). The 'What' question is complementary to the How question 

and will be used to structuralize the challenges faced. It differs in the sense that it is not 

aiming for a deeper processual understanding like the How question. Rather, it presents a 

variance approach by aiming to identify specific variables, namely the main challenges.  

 

The How question will investigate the organisational dynamics concerning market 

commitment towards a sanctioned country. Details of the processes will be observed and 

addressed, particularly since they contain contributing factors that have an effect on the final 

outcome. The study is therefore aiming to explicitly examine the process that is assumed to 
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explain why an independent variable causes a dependant variable. This process of causality is 

defined as the “black box” (Van De Ven, 2007:160)  and contains rich data about the 

dynamics of one outcome or a chain of outcomes from a particular event. By investigating the 

black box, it allows us to capture a glimpse of the dynamic reality within the organisation we 

are investigating. From the processual reality which will be captured by asking the How 

question, some of the findings, namely the challenges faced upon re-entry, will be used for 

answering the What question. 

 

4.1.1 Event-driven processes 

Given its nature, economic sanctions are forced upon a firm through superordinate factors 

outside the firm or the markets control. This creates an event-driven explanation and 

approach, where the events instigates the outcomes. To grasp the dynamics of such a 

phenomena, a story is needed that narrates the sequence of events that unfolded. By doing this 

we try to get an understanding of how the changes occurred. This will capture the richness of 

the events that occurred throughout the process through a chronological sequence.  

 

Barnett & Carroll (1995) argue that one should distinguish between the content and process of 

change. Content refers to what actually changes in an organisational entity, while process 

examines how the change occurs. By its narrative approach, this study will have indices of 

both. Each causal event imparts a particular direction and moves the developing subject 

toward a certain outcome. This influence is necessary for development and change to proceed 

down a particular path (Van De Ven, 2007). 

 

Event driven processes, such as facing economic sanctions, are deemed to be a source of pull-

type causality from the firms perspective (Van de Ven, 2007). Thus, the event occurs and the 

outcomes as a contingent process are a result of it. The adaptation process in the form of 

outcomes stemming from one or several events during the course of the process are of key 

concerns in the study. Accordingly, the variables measured in the study are through events 

and incidents (Van De Ven, 2007). Incidents are of smaller scale, but events are counted as 

key occurrences that has influenced the outcomes of the process on a larger scale (ibid). An 

event could therefore consist of many small incidents and the discovery of one or several 

incidents can later be transformed into events (ibid). Causation in this study is therefore 

highly event-centred due to the nature of the pull-type causality of economic sanctions as a 
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driving force in the process and its outcomes. In order to explain these events through a 

narrative approach, there will be attempts to discern the process into a range of events and 

sequences. 

 

The occurrences through events and incidents accumulate over time and affect each other 

(Van de Ven, 2007). Therefore all prior occurrences in the study have some part in the 

explanation of the causal influences they have on the outcomes. The ordering and context of 

previous events is therefore critical in this study. Within the narrative unfolding, the paths and 

histories of individual cases sometimes also go down different paths. These paths later  

strongly influence the outcome of the narrative as it unfolds in different ways for the different 

actors involved. These events therefore incorporate layers of explanations. Understanding the  

history of the case and its temporal order is therefore critical to determine the future path of 

the organisation since they are interdependent. Also, the processes on an entity, procedure or 

strategy level might have changed its essential meaning as it developed over time.  

 

The organisational change observed in this study is defined as a difference in form, quality or 

state over time in an organisational entity (Van De Ven, 2007). Given the study's longitudinal 

nature, the change of the entity can be empirically determined over two or more points in time 

on a set of dimensions. If there is a notable difference, it could be argued that the entity has 

changed (ibid). The study will therefore sort key events through the process of organisational 

behaviour before, during and after (re-entry) the economic sanctions. To describe the 

dynamics of the change, the narrative approach will be based upon retrospective self-reports 

from organisational representatives for the pre- and during sanctions phase, while real-time 

observations are applied for the re-entry phase. This definition takes a developmental 

perspective and focuses on the sequences of incidents, activities or stages that unfold over the 

duration of time in which data is collected and the entity is being observed. This is an attempt 

to reformulate and narrate the reality of the organisational process to adapt its outcomes to the 

pull-type events caused by the economic sanctions.  

 

4.2 Data collection  
Data was gathered through secondary data collection, phone interviews, in-depth interviews 

conducted face-to-face and real-time observations through shadowing. Doing so, the main 

path of the study was to shadow a key stakeholder, who served as a main character in the 
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narrative and was involved during the sanctions period and re-entry process. Shadowing was 

done with the help of recommendations by Easton (2015) and Czarniawska (2007), such as 

preparing, debriefing and clarifying the purpose for the participant that is being shadowed. 

Data was also gathered from other key stakeholders who were directly involved in the process 

through in-depth interviews. The paths of all the key stakeholders looked different but were 

all interdependent to eachother during the process. They were included in the study in order to 

acquire a broader dimension and a more objective perspective of the process and its main 

challenges. It was of considerable weight since these key stakeholders were involved 

throughout the process and provided details that were decisive to gain a full picture. Data was 

gathered in Stockholm, Sweden; Istanbul, Turkey and Tehran, Iran. 

 

4.2.1 Framing the case study 

One single in-depth study was conducted on a Swedish MNC (Atlas Copco) to facilitate the 

investigation of the process through a more precise and focused way. In particular since 

access to key decision-makers within the firm were made available. A deep and focused 

investigation of an ongoing process was therefore deemed to be the most appropriate way of 

designing the study. In general, conducting research regarding MNC behaviour in connection 

to the economic sanctions against Iran was perceived as sensitive and difficult to get access to 

from Swedish MNCs involved with Iran. Atlas Copco did however agree to the study and 

they were deemed as an excellent firm to investigate given their historic presence in Iran and 

strong footprints in the market due to high involvement and past success. Atlas Copco is one 

of Sweden's largest MNCs with over 40 000 employees and span worldwide across 90 

countries. They specialize in heavy industrial equipment through four different business areas, 

namely; Compressor Technique, Industrial Technique, Mining and Rock Excavation 

Technique and Construction Technique. During the past, Iran has been a key market for Atlas 

Copco due to its rich natural resources, in which they held a large market share, particularly 

within their Compressor Technique, Industrial (Car manufacturing) Tools and Mining 

Equipment. Atlas Copco was therefore chosen to represent the in-depth case study due to its 

potential of answering the research question the best possible way, which is recommended by 

Saunders et. al. (2012).  
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4.2.2 Research participants 

A Senior Manager from Atlas Copco Group Center (Headquarters) with responsibility over 

Iran was interviewed during a period of one year, being during and after the economic 

sanctions imposed on Iran. 12 telephone interviews with updates on recent developments 

regarding Atlas Copco's outlook on the Iranian market and 2 in-depth interviews conducted 

face-to-face were held during this period. The communication escalated in quantity when the 

sanctions were removed, from January, 2016. In addition, a total of one week was spent on 

observations during critical moments of the re-entry. Within this period, formal and informal 

discussions were held regarding the outlook and challenges for Atlas Copco in Iran during 

critical phases of the re-entry process. Data was collected from the Group Center office in 

Stockholm, regional office in Istanbul and the former Atlas Copco office in Iran, where there 

was access to key decision-makers with responsibility and insight on Iran. In line with the 

recommendations of Saunders et. al. (2012), snowballing technique was used to gain further 

information and access to additional managers with key insights on operations regarding Iran. 

Consequently, a Senior Manager representing Industrial Tools Business Area with 

responsibility over Iran who was previously a manager in Atlas Copco Iran was interviewed. 

Also, a former Senior Manager of Atlas Copco Iran who was currently Senior Manager for 

Novin Hava was interviewed. An in-depth interview was also conducted through telephone 

with the latter research participant during an earlier stage of the process when the sanctions 

had yet not been suspended. The former Senior Manager of Atlas Copco Iran had witnessed 

critical parts of the process in Iran and could therefore provide rich details from the 

experiences, which were crucial for the data gathering. The Senior Manager for Industrial 

Tools Business Area could in large provide for Atlas Copco's strategic ambitions for their re-

entry to Iran. Furthermore, to get a perspective upon the strategy towards Iran considering the 

regulations and restrictions from a legal point of view, a Senior Manager for legal affairs 

working for the Group Center with responsibility over Iran was interviewed. These interviews 

were conducted face-to-face in Istanbul, Turkey; Tehran, Iran and Stockholm, Sweden 

respectively (See table 1 for full summary). The purpose of these interviews was to 

understand the process of the firm during economic sanctions from  a strategic point of view, 

providing a deeper insight. This was in line with Saunders et. al. (2012) as well as Eisenhardt 

& Graebner's (2007) suggestion, claiming that interviewing experts within the field of 

investigation is an optimal approach for exploratory research.  
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All of the interviews conducted were partially semi-structured and therefore adaptable to the 

specific research participant being interviewed, as according to the guidelines of Saunders et. 

al. (2012). The questions were based upon the theoretical background as well as explorative 

questions during the first part of the interview, in which the order of the questions were also 

occasionally adjusted to fit the flow of the interview. This was done in order to prompt the 

participants to describe the operations of Atlas Copco towards Iran in regards to market 

commitment before, during and after the economic sanctions and their challenges for re-entry. 

The second part of the interviews were conducted through more detailed questions regarding 

specific operations through information that arose during the first part. The aim of this 

approach was to let the participant elaborate through previous responses for the researcher to 

gain a better understanding of the phenomena and if some questions had been overlooked. 

Since the second part did entail questions about current operations that could be deemed as 

sensitive, the first part also served to create trust and mutual understanding with the 

participant, as recommended by Saunders et. al. (2012). The in-depth interviews were 

recorded to later be transcribed for increased accuracy and citations. This approach follows 

the suggestion of Saunders et. al. (2012), in which in-depth interviews are recommended 

when conducting an in-depth case study. The basis for the questions posed varied from 

secondary data concerning historical operations and level of market commitment to key 

challenges faced and outlooks for the future (See Appendix 1). These questions were posed in 

order to grasp the phenomena in an abductive manner, due to the absence of past research on 
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MNC behaviour in regards to economic sanctions. Other informal discussions and 

observations that arose while shadowing the Senior Manager for the Group Center were either 

written down immediately or after such an event had occurred. Given this level of close 

proximity to the Senior Managers and the phenomenon of interest, deep insights of 

organisational dynamics could be captured as they were ongoing. Observing change as it 

unfolds in real-time maximizes the discovering of short-lived factors and potential changes 

through incidents that could exert an influence on the overall process. This is argued to 

provide the highest level of robustness in a process study, when the dynamics of interest can 

readily be observed and captured in real-time (Van De Ven, 2007).  

 

4.3 Analysing the data 
The data gathered was coded and categorized according to its chronological order of sequence 

as it had unfolded over time (pre, during and after the sanctions). In addition, the challenges 

were sorted after category and relevance through the shadowing and in-depth interviews that 

were held regarding the re-entry process. It was thereafter consolidated to create an objective 

narrative story to the furthest extent possible. In order to create a construct of events and 

incidents through coding, the coded data material was subject to the senior managers 

perception and approval of their own social realities. The results of the study did coincide 

with their views and was thus approved. Therefore the reliability of the collected material 

could be argued to have become strengthened given that the data was confirmed by the 

participants. Since the sample was relatively small with critical events unfolding during 

longer periods of time, case summaries were used to capture the rich dynamics of the process 

through the different perspectives of the research participants. This was later consolidated to 

one single case summary which is presented in the results with three separate sections in 

chronological order. Citations are used as a cornerstone throughout the findings to support the 

storyline of the narrative and provide a deeper insight into the process. However, due to the 

request of the research participants, they are kept anonymous. The timeline of Atlas Copco's 

operations in Iran and periods of data collection are summarized in Fig. 2.  
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4.4 Method limitations 
Within the firm there were only a handful of decision-makers available that had 

responsibilities or were involved in the Iranian market, therefore the sample size was 

relatively small. These decision-makers were also subject to the perspectives of the entities 

within the organisation which they represented. Therefore they had different views on the 

situation unfolding and how to comprehend it. This was aligned with what they needed to 

accommodate for their particular business entity. These drivers therefore moved towards the 

direction of which their particular entity would be satisfied and fulfil its goal. In other words, 

they sometimes had different agendas which affected their perception. These entities involve 

the Group Center, Novin Hava and the Industrial Tools Business Area within the four 

independent business areas. Even though the data gathered was recorded and transcripted, the 

results presented were subject to the researcher’s interpretation while constructing the 

narrative. Given that there was a key actor (main character) in the story whom had the Group 

Center perspective, the study could be claimed to include this subjectiveness, even though 

objectiveness of the events were vastly strived for. The results might therefore be more 

influenced by a Group Center perspective and develop more of an 'outside view' than the 

objective reality. Particularly since the Group Center representative acted as a door opener to 
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gain access to other participants in the study and considerably more time was spent with this 

participants  than the other participants. Singleton et. al. (1993) argue that circumstances like 

these needs to be accounted for, given that researchers may actively participate in the lives of 

the people and situations they are studying, which may induce perspective biases. 

 

The methods used for acquiring longitudinal data could also be questioned, given that they 

had their benefits and potentially negative implications. Secondary data was analysed prior to 

the real-time observations and before the process became apparent to the researcher. This is 

done in order to reduce bias of the present real-time study as recommended by Van De Ven 

(2007). However, it could simultaneously have limited the scope of the researcher’s 

perception of the real-time events unfolding by possibly seeing it through the lens of the 

secondary data collected a priori. Also, when conducting retrospective interviews, many of 

the rich details that take form as incidents to key events may have been lost due to difficulties 

of recollection by the participants who experienced it. Furthermore, some steps of the re-entry 

process have not been carried out yet in the moment of writing, in which reality could 

possibly unfold in a altered way than what is depicted in this study.  

 

5. Results  

5.1 Pre sanctions (2007 - 2013)	
Atlas Copco had been represented in Iran from the early 1950s and were more or less active 

through market turbulences until present. During the revolution and war in 1979 - 1988, 

Sweden did not follow the path of other European countries and the U.S. by not imposing 

economic sanctions towards Iran. Therefore during the whole period of the revolution/war 

Atlas Copco could operate relatively freely from Sweden and serve its customers. Iran was 

grateful that Sweden did not impose sanctions against them. However, during recent sanctions 

2009 - 2016, Sweden was one of the countries to impose the sanctions (through U.N. and EU) 

and thus Atlas Copco was affected this time and forced to suspend their business in Iran. 

 

Atlas Copco has a highly decentralized organisational structure. There is a divisionalisation of 

four different Business Areas which encapsulates the product divisions within each field. 

These are Compressor Technique, Industrial Technique, Mining, Rock Excavation Technique 

and Construction Technique. In general, the Business Areas are highly independent and 
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operate freely without approval from the Atlas Copco Group Center (Headquarters), which is 

the holding company. This model is deeply ingrained in the operations and Atlas Copco 

describes it as a key to their success in international operations. All of the subsidiaries in the 

countries they operate in are autonomous. These subsidiaries are either distributors of Atlas 

Copco products and services or so called “Customer Centres” if they handle a significant 

amount of operations and cover larger markets.  

 

In 2003 WTO was established in Iran, which made it easier for foreign companies to operate 

in Iran. They lifted some of the restrictions these companies had had in the past. Particularly 

restrictions in regards to constructional work in Iran was removed. This made it easier for 

companies like Atlas Copco to operate in Iran. In 2005 Atlas Copco Iran had a distributorship 

with 40 employees, which they suggested to make into a customer centre. In 2006, Group 

Center approved this request. Atlas Copco Iran therefore extended their operations and they 

grew at a fast phase and had their highest revenues in 2007. To sustain this growth they had 

around 200 employees in 2007-2008. One of the positive brandings for Atlas Copco during 

this time, which made them highly attractive to customers, was that they had stayed during the 

revolution and war and their brand recognition. 

 

“The positive things we were talking about in Iran when visiting the customers was that 

during the war, we had been active in Iran.  And that was somehow an advantage that we are 

a reliable company. To stay as a partner to the customers. That was something we were really 

using when we were Iran and working within sales. Most of the sales guys also used this 

argument in the past.”  

 

In 2007, their market share was 80% for IT (car manufacturing tools), 30% for compressor 

and 30% for mining, which was their peak. 

 

Group Center continued these normal relations with their subsidiary in Iran until 2009 when 

the first round of sanctions were enforced. At this point, the General Manager (GM) of Atlas 

Copco Iran and Group Center in Sweden started discussing the issue. The sanctions were 

however stepped up very rapidly and Atlas Copco had to act accordingly. The harder they hit, 

the more they decided to reduce business in Iran. 
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When the first round of sanctions were enforced in 2009, Group Center decided to stop all 

their equipment sales in Iran. This was in order to be compliant with the restrictions in place 

and for fears of additional  sanctions in the future. From 2009, a contingency plan was 

developed for Atlas Copco Iran to reduce its operations due to the complications imposed by 

the sanctions. Because of the stop of the sales operations, Atlas Copco Iran had to cut down 

significantly on their employees. The only business that remained for Atlas Copco Iran from 

this point was after-sale services and maintenance of their already sold products to keep their 

existing customers satisfied. For this purpose, they kept supplying Atlas Copco Iran with the 

spare parts they needed to conduct these services for their customers. 

 

Due to the lack of sales in 2010, Atlas Copco Iran had to reduce their employees from 200 to 

14. These employees were local Iranians who had to leave Atlas Copco and were not 

relocated within the firm. Most of them took other jobs or started their own companies, 

particularly for serving Atlas Copco products. 

 

“It was difficult, a dark period of operations for Atlas Copco in Iran. We were losing so many 

people that we had trained. And that was absolutely stressful and dark.”  

 

In 2012 the sanctions were getting increasingly severe, Iranian banks were blacklisted by the 

U.S. and they were blocked from the international financial messaging system, SWIFT. This 

prohibited the banks from making international money transfers to Iran, which made it almost 

impossible to operate in a sustainable way and secure payments. For Atlas Copco, the 

pressure from stakeholders not to do business with Iran had also increased. Even so, the 

current GM of Atlas Copco Iran did everything he could to keep the business running. During 

2013, Group Center estimated the risks of staying being much higher than the benefits. 

Particularly because of the risk of problems in the U.S. market, which was one of their key 

markets. The commitment to the Iranian market was during this point very low given that they 

were not actively selling. Furthermore, the demand had been shrinking due to the lack of cash 

flow and absence of credit in the country.  

 

“Until last minute, he (GM Atlas Copco Iran) did everything he could do for Atlas Copco”  

 

In May 2013, Group Center wanted to completely end their operations in Iran. However, the 

after-sale services and product commitment were very important and deeply ingrained in the 
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core values of the firms. Therefore, at the same time they did not want to leave their 

customers in Iran. 

 

Group Center was facing a crossroads, either completely dismantle the operations or exit 

because the market was really small at this point, or hand it over to current GM in Iran. They 

decided the latter and completely exited Iran by selling all their remaining operations to the 

current GM of Atlas Copco Iran. In other words, the business the GM was already a 

distributor for.  

 

“We sold it to a very loyal Atlas Copco manager in whom we could trust. He maintains it the 

way he can.”  

 

The current GM in Iran, therefore created an Iranian company named Novin Hava in the same 

period, which he became CEO for. This company was completely independent of Atlas 

Copco, with no interference into their operations. They were also not allowed to use the Atlas 

Copco brand name or have any kind of access to Atlas Copco systems. With Novin Hava 

established, the GM therefore resigned his position at Atlas Copco Iran and continued the 

business as CEO of Novin Hava.  

 

“I never believed that the sanctions would even strike and always had a optimistic mindset 

that they would be removed. Even until the last moment when they strangled the Iranian 

society with the sanctions I didn’t believe that they would be enforced. This is because I 

believed it to be very immoral. To take the country into a state of isolation through economic 

sanctions seemed immoral to me, therefore I also thought that Atlas Copco would stay and 

keep providing the market.”  

 

Novin Hava bought all the operations and commitments of the remaining Atlas Copco 

business in Iran. This included any tangible and intangible assets left in Iran, such as 

equipment, customers, contacts etc. Atlas Copco therefore exited Iran without leaving any 

operations behind, selling it to Novin Hava to safeguard their footprint in Iran. There were 

roughly about 2500 customers left for Novin Hava to serve. From the fall of 2013, only about 

six months after Novin Hava was created, Group Center decided that they could no longer 

supply spare parts to Novin Hava.  
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When Atlas Copco was operating in Iran from 2009 until the exit in 2013 it was the only 

country in which Atlas Copco was not selling products but solely offering service and 

maintenance for them. This was therefore the same procedure that was conducted during the 

Iranian revolution of 1978 – 1980. 

 

5.2 During sanctions (2013 - 2016) 
What Atlas Copco did was different from competitors who had been active in the market. 

These firms completely exited and customers who were in need of after-sale services were left 

behind. 

 

Novin Hava was a service company and only provided maintenance for their customers, but 

being an independent company, they had no restrictions in importing goods and spare parts 

that their customers would need. Since they were completely severed from Atlas Copco at this 

point, nothing was imported through official channels. They could not get spare parts for the 

maintenance from Atlas Copco, since they had forbidden the sales of anything to Iran. 

Instead, they had to find alternative ways to provide spare parts to the customers.  

 

Due to differences in foreign currency exchange until 2003, manufacturers would get a lower 

exchange rate rather than traders. Therefore many manufacturers would get spare parts to a 

very low price. These factories started to order more than they needed. This led to almost 

every factory having an excessive stock of spare parts for Atlas Copco products and wanted to 

sell them. Novin Hava was free to buy these parts and provide them for the customers. In 

other words, they bought Atlas Copco spare parts but not from Atlas Copco themselves. 

 

To the best they could, Novin Hava would acquire the Atlas Copco spare parts they needed 

through these alternative channels. If authentic spare parts were unavailable and they could 

find spare parts with the same quality domestically produced in Iran, they would buy those in 

order to satisfy their customers' needs.  

 

Novin Hava was practically still conducting the same services as when it was part of Atlas 

Copco since all their technicians were former Atlas Copco engineers. Therefore, they kept a 

low profile on their name change and business was conducted as usual. If customers would 

ask, they would let them know that Atlas Copco had left Iran and that Novin Hava was an 
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independent company serving Atlas Copco products. Novin Hava worked solely with the 

repair and maintenance of the pre-existing Atlas Copco  customers, in the best they could. 

Through this they managed to keep relations with the customers, particularly within business 

areas in which there was products which required more services, like compressors. However, 

given that they were lacking support and resources, in other business areas like Industrial 

Tools (tools for car manufacturing) they lost nearly all the customers.  

 

“Operating during this time was much harder than during the war, because then Atlas Copco 

was benefiting from the fact that Sweden did not have sanctions against Iran when the other 

countries did. So the sales were even increased at that time.”  

 

After the establishment of Novin Hava, the relations with Atlas Copco continued to be 

friendly. Many of the managers working in the Middle East had worked with each other for 

decades and were friends. Therefore they still kept contact through social media, telephone 

calls and other forms of unofficial contact. During this period they also developed a pilot plan 

through a framework for all the division and Business Areas, so that the day that the sanctions 

would end they could expand easily.  

 

Since Novin Hava was cut off from the Atlas Copco database on product servicing, they had 

to rely on old manuals and instructions from before, even though those had been outdated. 

Atlas Copco did understand the difficulties which Novin Hava was going through during this 

period while serving their old customers and had sympathy for them. However, that was all 

they could do, since their hands were also tied due to the restrictions. Furthermore, other than 

just being cut off from Atlas Copco, Novin Hava as well as other Iranian companies were also 

shut out from the world financial systems. Iran was therefore isolated during a period in 

which rapid technological advancements were made. 

 

“During the sanction years, Novin Hava has also not been in touch with the business 

developments in the outside world and how it has changed. It’s like they have been frozen in 

time.”  

 

During the sanctions, the only visits from Atlas Copco was through Group Center's 

representation in Istanbul. The VP of Middle East visited Novin Hava 2-3 times per year. This 

was to show Novin Hava and their customers that they had not forgotten about them.  
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“We wanted to let the customers know that we were thinking of them, even if we couldn’t 

supply or give the service that they like due to the lack of resources. In other words, we were 

lending the customers a shoulder to cry on. That wasn’t too bad. Many of them liked it.”  

 

After the provisional agreement had been signed in July 2015, the sanctions would be lifted 

whenever Iran had fulfilled its requirements of the deal. Due to the ambiguity of when this 

would be, Atlas Copco managers had different opinions about it and what re-entry strategy to 

take. Some managers predicted the sanctions to be lifted as early as they were. Others were 

more sceptical and believed that it would take longer. 

 

During a period just before the lifting of the sanctions, there was increased tensions between 

Saudi Arabia, UAE and Iran, which increased scepticism that the embargo towards Iran would 

be lifted so suddenly. Saudi Arabia and a number of their allies cut diplomatic ties or re-called 

their ambassadors at this time. 

 

“It is all just talks and rumours so far, no sanctions have been lifted yet.”  

 

“After the provisional agreement I predicted it would be in January. The intention from the 

Iranian side was clear.” 

 

Formal planning for the re-entry of Iran were scheduled in the end of 2015 to be held in the 

beginning of January. Since the sanctions were removed coincidentally during the same dates 

in January, the meeting became much more practical than expected. That is also when it was 

decided that Novin Hava would be the sole distributor in Iran and that all Atlas Copco 

operations in Iran would go through them. 

 

“We don’t have a presence anymore. But the brand is still ours. Novin Hava is Novin Hava, it 

doesn’t represent Atlas Copco. Just an Iranian company taking care of an old file of Atlas 

Copco customers. We can say in a way that we parked our footprint in an Iranian company 

for the time being, and now we are taking a look.” 
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5.3 Re-entry after sanctions (2016 -) 
On 20 January, 2016 Atlas Copco announced that they are preparing for doing business in 

Iran. In an official letter, the CEO stated “I am very happy that the majority of the sanctions 

are lifted” and “Our customer base was extensive in Iran before the sanctions and our brand is 

well-known. Within short we can support our previous customers again and other companies 

in a professional way and provide them with our products and services”. In a follow-up 

statement on 2 March, 2016 it was announced that all their business activities would be 

channelled through Novin Hava and special conditions were to be instated for the re-entry. 

 

Compressors, Industrial (Car) Tools and Mining Equipment were predicted to have great 

potential for Atlas Copco in Iran. For these areas, the market was predicted to have a sudden 

upswing due to the accumulated demand through the sanctions era. After the accumulated 

demand had been met, the prediction was that it would go down, to later stabilize. The 

accumulated demand could have been higher if Iranians had been unable to smuggle goods 

into the country during the sanctions. Still many firms were in need of renewal, particularly 

since many customers had bought brands with bad quality due to their availability. Iran was 

therefore predicted to once again obtain a position as key market for the region. In addition, 

the Iranian government had announced that they would invest heavily to renew their Oil & 

Gas industry 

 

“It’s a good opportunity to be in Iran before the competition arrives. They are very 

accommodating to Atlas Copco”  

 

However, even though the UN sanctions were removed, Atlas Copco still had numerous 

external market challenges left upon re-entry to Iran, these are summarized in Table 2. 

 

5.3.1 Remaining sanctions 

A big risk remaining for Atlas Copco was the U.S. sanctions, affecting the banking industry 

and putting restrictions on the export to Iran. Given the risk, Atlas Copco did not want to 

jeopardize their market in the US.  

 

"Forget it. We will never put that at risk. Not even 1%. It's not worth it." 
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The U.S. sanctions had the most severe affects on the banking sector, which created high 

ambiguities for Atlas Copco on how they were getting paid. This was one of the biggest 

obstacles for the re-entry.  

 

"There are the 6-7 steps we have to do to comply with the U.S. sanctions. And the last point is, 

making sure we get the money. Then it's OK, but how do we get the money? We are still 

waiting for that process, which bank do we have to go through. They are still closed and there 

is still no bank ready to finance."  

 

However, Atlas Copco estimated the risk of U.S. repercussions not being as high as 

preventing them from a re-entry. Therefore, Atlas Copco Group Center (Headquarters) had to 

make sure that all their Business Areas had the same processes to reduce the risk of being 

non-compliant to the U.S. sanctions.  

 

"We don’t want to see cowboys coming in. Trying to make big business as fast as possible to 

make a good year." 

 

Given the new situation that the Business Areas were facing, being used to high autonomy in 

market entry operations, they had to change their re-entry plans many times to be aligned with 

Group Center policies and special conditions that applied for Iran. Another deterrent Atlas 

Copco faced was that the U.S. sanctions which included difficulties for anyone that had 

visited Iran to enter the U.S. This could in turn deter some of their staff from travelling there. 

 

Other than the U.S. sanctions still in place, there was a possibility that the UN sanctions 

would return "Snapback" if Iran did not follow the agreements of the nuclear deal. 

 

5.3.2 International competition 

During the sanctions, most of the equipment and spare parts available in Iran were from 

Chinese competitors, generally producing fake spare parts. This served the Iranians as a 

temporary replacement for Western Goods. Also a few American firms were active through a 

number of distributors. This made Atlas Copco managers question the fairness of the pressure 

put upon them in relation to operations in Iran. However, the decision was clear, they had to 
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follow the regulations of the restrictions. The Chinese firms in particular had therefore taken 

over the remaining market in Iran during the sanctions.  

 

Upon re-entry, Atlas Copco did not see any significant level of threat from other European 

firms, even though they sensed that they might be starting their operations in Iran as well. 

 

"They can never move as fast as we do. And they don’t have the brand recognition as we do. 

At the moment, everyone is just waiting for the other to enter.”  

 

"I think the European firms are also starting with doing the job that we are doing. If  some of 

them have their representatives here they will become active. If they don’t have it, I'm sure 

that they will find people or some organisation which would like to help and promote their 

products here. So more or less the same as we do." 

 

5.3.3 Fake branding 

The empty space that was left due to many foreign firms suddenly exiting the market created 

an atmosphere for unserious firms who conducted fake branding. In general, they would claim 

that they had sole distributorship for a famous brand, like Atlas Copco. Since there was no 

one to hold them accountable for fake branding, this trend increased. Many customers would 

get confused and fake dealers would take advantage of this crisis, affecting customers badly. 

 

“They have made the market a kind of crazy market. Because for many customers they do not 

know who is who. You open internet and write Atlas Copco and it comes 30-40 companies 

who claim that they are Atlas Copco Iran. Even exclusive distributor in Iran. I have never 

even heard about them. Market is distorted and it would take some time for Atlas Copco and 

foreign companies to build confidence and trust with each other.” 

 

“I can realize we are so popular in Iran by the number of copycats we have, implies that 

Iranians value quality through brand” 

 

During the sanctions, Novin Hava wanted to keep a low profile and could therefore not take 

any action against the fake firms. However, when re-entering Iran, these fake firms would be 

an obstacle that had to be dealt with by discouraging them. 
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"This is not easy. First of all we have to sue those guys who are misusing Atlas Copco logo 

and all that. So that will be a hammer on the head of some people. In Iran fortunately they 

take care of branding, internet misusing and all that.”  

 

This phenomena created yet another obstacle for Atlas Copco, given that many former 

customers had used these fake Atlas Copco spare parts during the sanctions for their genuine 

Atlas Copco products. It was speculated that this could cause those customers to claim repairs 

or discounts for their products, which they could hold Atlas Copco responsible for. 

 

5.3.4 Atlas Copco vs. Atlas Copco 

One key challenge that became recognised while Atlas Copco started preparing the ground for 

re-entry was that many firms had obtained foreign products through alternative channels 

under the embargo. Atlas Copco therefore noticed that some firms already possessed many 

western products. These were usually imported through unofficial channels such as 

independent distributors, mainly via Dubai and Istanbul. 

 

“Once in Iran during the sanctions I saw some familiar products there. I asked how they got 

them. He said – We have been sanctioned only for a couple of years, but we have been in 

trading for thousands of years.” 

 

During the initial stages of the re-entry, Atlas Copco was surprised that some firms already 

possessed some of their new products in Iran.  

 

"I asked from where had got these machines, he was just about to tell me when someone came 

in and shushed him up" 

 

This created another issue that the Group Center had to take into account during the initial 

investigation for the re-entry. 

 

“One of the biggest challenges is that one of our main competitors might be ourselves, 

through products that are acquired from different channels than Atlas Copco Iran”  
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5.3.5 Iran's domestic political situation 

In Iranian politics, there are currently two opposing forces, namely the hardliners and the 

reformists. Generally speaking, the latter advocates better relations with the west, while the 

former remains hesitant towards it. These are also factors which affected the risk perception 

of operating in Iran. 

 

"These political camps do affect the business. Because if political actions or activities end up 

in a situation that people which are known as hardliners take over again, then definitely it 

will affect business." 

 

Therefore, Atlas Copco studied the political situation thoroughly and key events were 

followed. One such event was the Iranian parliamentary elections, held on 29 April, 2016.  

 

“We will wait for the election results.. If the hardliners win we will take it slower, if not, we 

might escalate” 

 

The election was seen as a milestone for the reformist forces and the policy direction of the 

country. Only a couple of days after the results were announced, Atlas Copco made their 

plans of re-entering Iran official. However, another crucial milestone under consideration is 

the presidential elections scheduled to be held in 2017, which is yet to be determined. 
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5.4 Market re-entry outlook 
These external market challenges made Atlas Copco adapt a strategy of entering slowly and 

steadily through an incremental process, which presented different internal challenges for the 

entities involved in the re-entry process.  

 

Novin Hava had sole distributorship in the market, therefore the Business Areas were required 

to use Novin Hava as a platform for any business in Iran. Therefore they needed to prepare 

Novin Hava and give them the time they needed to build up their operations. It was needed 

due to the low profile and business activities they had kept under the sanctions. Since Novin 

Hava at its current state lacked the capacity of operations on such a large scale, sub-

distributors would be appointed to handle the volume of Atlas Copco business in Iran.  

 

"Novin Hava is not up to date with Atlas Copco and different systems for the last 10 years. 

That’s why we need the sub-distributors."  

 

Group Center was to help with the establishment of the sub-distributors. Atlas Copco was 

looking for cooperation with actors who already had their operations running and had the 

knowledge and facilities necessary to start with short notice. Novin Hava would operate as a 

link between these entities, guide the way for the Business Areas and be responsible of 

controlling them. Eventually, Novin Hava would become internalized and transformed into a 

Atlas Copco customer centre and the sub-distributors would thus become Atlas Copco 

distributors. It was expected it would take 2-3 years before Atlas Copco Iran would reach its 

full capacity with around 200 employees. 

 

This course of action presented the entities with different key focus areas in which Atlas 

Copco needed to consider and coordinate. These are summarized in Table 3. 

 

5.4.1 Atlas Copco Group Center perspective 

"For Atlas Copco Group Center, the focus lies on respecting the primary (U.S.) sanctions and 

making sure that the money is in the bank. We are now working on a full procedure, us and 

Novin Hava to check if the customers can be our customer or not"  
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Except for making sure that the regulations of the remaining U.S. Sanctions were respected, 

Atlas Copco understood that until the banking system becomes reactivated no real actions can 

be taken. Whenever this situation would change, the circumstances would become more 

favourable. 

 

"We only hesitate until we have a green light then we go in, but we don’t hesitate anything 

further. Whenever it's possible we move, if it's not possible we don’t move."  

 

The short-term goal for the Group Center therefore became to have Novin Hava back. The 

long-term goal was to be fully present in the market with their own company and achieve 

their historical sales numbers. However, the uncertainties created by the many market 

challenges presented the Group Center with a dilemma, given that they wanted to enter and 

control their own operations.  

 

“We want to be able to move in fast but also at the same time keep the operations lean to 

quickly withdraw if circumstances would change" 

 

5.4.2 Business Area perspective 

"First thing is that we really have to go back and start to visit the customers, do some 

goodwill and then get the customer satisfaction. We have very strong relations within the 

market so I think they will trust us. However, returning to the same condition as before will 

take some time." 

 

"As soon as they see business the Business Areas will try to enter. And business means for 

them opportunities to quote and close deals." 

 

After the Group Center presented the framework for the market entry in compliance with the 

firms internal regulations and U.S. sanctions, the Business Areas are free to re-enter the 

market. However, it requires that they are ready for such an operation and that the banks are 

operational. 

 

"We have some processes that needs to be respected. It takes time and I don’t think everybody 

will be able to sell everything at the moment." 
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The Business Areas also face further challenges, which are tied to current lack of presence 

and organisational development in Iran.  

 

"One big challenge with expanding the organisation in Iran might be the competence issue. 

We need to recruit good and competent people. We need to hire a lot of people in a short 

period of time and develop them. Here we are aiming to utilize Turkey as a competence 

centre, we have a quite comprehensive setup here." 

 

Another factor that the Business Areas need to consider is the international competition. They 

reasoned that they might lose some market share to competitors if they are not fast enough. 

 

"I think everybody is looking into the market to move in but other competitors have not had 

their own operations in Iran in the past and I don’t think that they will have one. But then I 

heard that a 'German MNC' is doing some activities to open a company or a customer centre 

in Iran. So there might be a risk that they take over some market share if we are not fast 

enough."  

 

5.4.3 Novin Hava perspective 

"Our job is to clean the debris from the mind of the customers and say that now Atlas Copco 

is here again and it is the same Atlas Copco that says, first in mind, first in choice. We want 

to ingrain that in the mind of the customers. Therefore it's needed maybe 2-3 years to clean 

the mind of customers towards Atlas Copco" 

 

Given that Novin Hava is in the frontline of the activities towards the Iranian re-entry, it 

would give them lots of responsibility and vast workload. However, Novin Hava was chosen 

since Atlas Copco wanted to make sure that they take the right path when dealing with Iran.  

 

"If Atlas Copco would channel their operations through different channels, they might not be 

congruent with each other, and again create a ambiguity in the brand for the customers." 
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Even though the workload will be high, Novin Hava will act in a cautious way. Also, since 

they currently lack the resources to solely handle all the business at once, they emphasize that 

in the beginning their role will be more in a guiding way. 

 

"We do not at this stage have enough resources to handle all of the Business Areas directly. 

But we have a kind of sovereignty over them and we can direct them in a way, using the right 

resources like the right distribution channels and increase the number of people which 

directly work with Novin Hava." 

 

"If the volume starts to be very big, Novin Hava might have a challenge to handle the 

volume."  

 

To make sure that the Iranian customers are informed that Atlas Copco is back in the market, 

Novin Hava will conduct marketing in different medias like newspapers, exhibitions, direct 

mails etc. 

 

Also, Novin Hava assumes that being a fast re-entrant in the market is not a critical factor. 

 

"It's not important for Atlas Copco to move as fast as possible since technically market share 

of Atlas Copco now is already 0% Even though other people were importing from here and 

there. The product is well-known and no other company can grab market share from Atlas 

Copco. 
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6. Analysis & Discussion 
	
6.1 Pre/during sanctions and market commitment 
When Atlas Copco reduced its business in Iran, and eventually exited,  it was neither due to 

internal firm capacities or external host environmental factors as the past and contemporary 

research presented would suggest. Instead, a superordinate variable, namely economic 

sanctions was entirely the underlying cause for this behaviour (Fig. 3).  

 

 

                                 
When the economic sanctions were incrementally stepped up against Iran, Atlas Copco was 

gradually de-committing from the market, both in a tangible and intangible form. This is in 

line with the reasoning of Benito & Welch (1997) suggestions that MNCs can de-

internationalize involuntarily. They did however keep some form of minimal intangible 

commitment solely through the relations of the Senior Manager for the Group Center and the 

Senior Manager for Novin Hava. The model proposed by Figueira-De-Lemos & Hadjikhani 

(2014) is therefore argued to be partially applicable in this process. The heavier the economic 

sanctions against Iran were imposed, the more Atlas Copco de-committed the market, 

eventually leading to a complete exit and bans for exporting any goods into Iran. However, as 

suggested by Figueira-De-Lemos & Hadjikhani (2014), high uncertainty was not related to 

low (local) knowledge in these conditions. Local knowledge was an irrelevant variable and 

something that Atlas Copco already possessed to a great extent, still they were facing 

considerable uncertainties when facing an entirely new situation. The Uppsala Model 

(Johanson & Vahlne, 2009; 1977) was therefore also deemed as inapplicable given that there 
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was high local knowledge and market commitment, even so Atlas Copco de-committed the 

market and was facing high uncertainty. Furthermore, political networks within the sanctioned 

market was deemed not to yield any kind of benefits, in contrast to a turbulent market 

(Figueira-De-Lemos, 2014; Hadjikhani, 1996).  

 

6.2 Re-entry after sanctions 
Even though Atlas Copco officially completely withdrew from the country, informal 

relationships with the former actors in Iran remained to a low extent. Even though they 

officially exited, Atlas Copco might not have closed the door on Iran entirely, but left the door 

ajar until the moment would arise in which they would be able to return. The results indicate 

that Atlas Copco had a strong incentive for re-entry after the lifting of the economic sanctions 

since they were arguably previously embedded in the market and used to have a vast market 

share. However, in contrast to the findings of Javalgi et. al. (2011), timing of the re-entry was 

deemed to be not that important since there were no real competitors left to take over existing 

market share due to the 'freeze' of the Iranian market. Chinese products were only used as 

temporary subsidies for Atlas Copco products, therefore Atlas Copco’s brand image and 

potential market share remained strong.  

 

Atlas Copco had been in Iran during a long period of time, sustaining a strong commitment in 

which there had been moments of market turbulence. This commitment is argued to have 

created an embeddedness within the host environment and maintained its strong brand image. 

In turn, the results indicate that Atlas Copco this time strived to become 're-embedded' into 

the highly favourable host environment it once left. A process that would normally take up to 

several decades to achieve upon a de novo market entry (Forsgren et. al., 2005). Atlas Copco 

does so by reattaching itself to the residues that were left behind after the exit. The purpose of 

still maintaining relationships within Iran seems to have been for the quick re-entry and 're-

embeddedness' to acquire their past market position, made possible due to the 'freeze' of most 

international business activities. This is in line with the reasoning of Javalgi et. al. (2011), 

suggesting that early market re-entrants are those who sustained their relations and networks 

within the country.  

 

A quick market re-entry is argued by Javalgi et. al. (2011) to be up to 5 years from the time of 

exit given that normal conditions apply for exiting the market. The results indicate that Atlas 
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Copco strives to get back to their peak sales and market position in merely 2-3 years after the 

re-entry. This short time-frame for the re-entry process is consistent with research from 

Javalgi et. al. (2011) considering that the firm can leapfrog upon past commitments when re-

entering. It is further argued that Atlas Copco adopted a path dependant approach when 

adopting a mode of re-entry similar to a de novo market entry. Upon re-entry, the strategy was 

adopted to incrementally escalate commitment given the risks. In other words, being able to 

enter swiftly and withdraw quickly if conditions destabilize. This is a clear demonstration of 

the Uppsala Model (Johanson & Vahlne, 2009) in its stage-based approach and risk-

assessment, suggesting that MNCs do commit incrementally to the market when the 

conditions are favourable.  

 

The market re-entry process was scheduled to move slowly even though the decision and will 

to re-enter were already set and there was a substantial amount of market knowledge. In a 

lucrative market facing considerable demand, Atlas Copco only had one distributor to channel 

all their operations through. Atlas Copco therefore also placed some restrictions on their 

business areas autonomy in regards to the re-entry process, which is interpreted as 

cautiousness when facing uncertainty. It could therefore be argued that the effect of the 

sanctions did increase risk-assessment and perceived uncertainty on the country as a whole. 

Both from political decision making of world powers (U.S. & U.N.) and domestic political 

factors. The risks perceived by the MNC does not seem to be that the sanctions becomes 

reinstated, rather the U.S. sanctions seems to have had a stronger effect than they had in the 

past. Judging from the MNCs perception of domestic political factors, the assessment of 

domestic turbulence was higher upon a re-entry than when past operations were conducted in 

the country. The firm therefore also wanted to navigate safely by making an old trusted 

partner as their agent in the market. This perception is argued to be in-line with the reasoning 

of Javalgi et. al. (2011), that firms are more risk averse upon a re-entry due to the shock 

sustained through the organisational memory. This could be one of the main reasons in which 

an incremental path was chosen through export with plans of later escalating commitment  

into a subsidiary (customer centre) in a short timeframe. Furthermore, in line with Engwall & 

Hadjikhani's (2014) reasoning, it was found that international financial service actors (banks) 

risk-assessment and activity in regards to Iran had a considerable weight for the speed of the 

re-entry process. 

 

Furthermore, it was found that the marketing of fake brands had spread significantly in Iran 
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during the period of the sanctions. This presented Atlas Copco with the challenge of reaching 

out to their customers upon re-entry. They estimated that the customers had been confused by 

the distorted market conditions, not comprehending who is the real and fake actor. Another 

finding was that Atlas Copco might be competing with itself due to goods being imported by 

independent distributors through alternative channels. These findings show that Atlas Copco 

was facing challenges that were caused as a direct consequence of special market conditions 

due to the sanctions, which were unaccounted for in the theoretical review. 

7. Conclusions  
Atlas Copco proceeded with de-committing the market upon the initial phases of the 

economic sanctions in 2009 up until their exit in 2013, when the sanctions escalated and 

became 'crippling'. During the sanctions some form of contact was maintained between 

headquarters and the former Atlas Copco General Manager in Iran (now Novin Hava General 

Manager). Upon re-entry Atlas Copco utilized its current network through Novin Hava to re-

enter the Iranian market, appointing them as their distributor with plans of reintegrating them 

into Atlas Copco in the long run. Atlas Copco faced the following main challenges upon re-

entry: (1) Remaining U.S. sanctions (2) Chinese competition in form of fake spare parts for 

their products (3) Fake branding through unserious domestic actors claiming to be Atlas 

Copco (4) Independent distributors smuggling Atlas Copco products into Iran from abroad, 

making Atlas Copco possibly competing with their own brands. (5) Iran's dynamic domestic 

political situation and the risk of non-reformist taking over political power. 

 

7.1 Contributions 
Main conclusions drawn from this study which could contribute to existing literature are the 

following: (1) Given that Atlas Copco's  internal capacities had not changed and the external 

host environment was still stable and favorable of their presence, the superordinate variable 

affecting their market commitment and re-entry was economic sanctions. (2) It was found 

that, the higher the crippling nature of the economic sanctions that Atlas Copco was facing, 

the lower was the market commitment both in tangible and intangible forms. (3) Since Atlas 

Copco was forced out of a market they were once embedded in, they sought to become 're-

embedded' as soon as the economic sanctions were suspended. (4) For Atlas Copco, 

uncertainty and knowledge was found not to be polar opposites when forced to withdraw from 

the Iranian market due to the economic sanctions. The firm possessed high local knowledge 
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but was still facing uncertainty. However, upon re-entry this definition was applicable. (5) 

The Uppsala Model was inapplicable to explain the firms internationalization process in 

regards to market commitment when facing economic sanctions. On the other hand, it was 

applicable during Atlas Copco's re-internationalization process where they re-entered through 

an incremental and path dependant approach. (6) Timing of the re-entry was seen as a  non-

critical factor due to the assumption that no other actors had overtaken Atlas Copco's market 

share due to the 'freeze' of the Iranian market. (7) International financial service actors (banks) 

risk-assessment and activity in regards to Iran had a considerable weight towards the speed of 

the re-entry process. (8) The risk assessment towards the Iranian market in regards to the 

political situation and remaining U.S. sanctions was deemed as enhanced upon re-entry after 

the sanctions than during past operations. (9) Re-entering after economic sanctions presented 

Atlas Copco with special conditions and challenges, such as fake branding and competition 

with smugglers offering the same products. These challenges were unaccounted for within the 

international business research presented. 

 

7.2 Managerial relevance  
This study indicates that firms active in a host market facing economic sanctions might 

benefit from maintaining their networks to protect their intangible investment in the country, 

even if they have left the market. It also indicates that firms local knowledge and past activity 

in the host market might become irrelevant when forced to leave due to economic sanctions. 

In addition, timing of the re-entry might not be a significant factor due to competitors being 

unable to overtake potential market share. Firms re-entering a country after economic 

sanctions may face different kinds of challenges than re-entering a previously exited market 

because of firm-internal or environmental-external factors. These challenges include fake 

branding of their product through domestic actors and competition with independent 

distributors smuggling in same products from abroad. The study also indicates that financial 

services (banks) being active in the host market upon re-entry is a is a critical factor. The 

actions taken and challenges faced by Atlas Copco in Iran could serve as an indication of 

things to consider when re-entering the Iranian market given its current condition, it could 

also be considered when re-entering another country which has faced economic sanctions in 

the past. 
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8. Limitations and implications for future research 
Given that the research is conducted on one single case study, it does provide rich insights and 

details of a qualitative nature. However, it severely limits the scope of the research 

considering that it is only reflecting the reality of one particular MNC acting within the 

conditions presented, and is therefore difficult to quantify. At this point, there were no other 

cases deemed fit to compare with, neither within the MNC studied or cases from other MNCs. 

By having a multiple case study, generalizability and objectiveness of the study could have 

been improved. This could also have provided at least one other perspective of MNC 

behaviour during economic sanctions and altered the results. A broader sampling scheme with 

comparative groups were therefore beyond the scope of this study and is strongly 

recommended for future research.  

 

The study did however find some important indications for existing theory. It is suggested that 

the Uppsala Model (Johanson & Vahlne, 2009) takes a standpoint towards market de-

commitment which are not caused by external host environmental factors, being particularly 

evident in the case of MNCs facing economic sanctions. Further, the model developed by 

Figueira-De-Lemos & Hadjikhani (2014) could possibly be expanded to also include firm 

market commitment behavior during economic sanctions. This partly falls outside of their 

current model, in the sense that an MNC can both leave the market and maintain intangible 

commitment. In addition, future research on firm embeddedness within their host 

environments as presented by Forsgren (2005) might benefit from focusing on their 're-

embeddedness' when re-entering due to involuntary exit, not being caused by firm- or host 

environmental conditions. Furthermore, future research on re-entry after economic sanctions  

might add on to the research framework conducted by Javalgi et. al. (2011), particularly 

regarding the importance of timing during such a process.  
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Appendix 1 

 
Questions for Atlas Copco managers during the first phase of the 

interviews 
 
 

 
 
 

Pre Sanctions 
 

1.What is your title and background in Atlas Copco?  
 

2. Are you familiar with Atlas Copco operations in Iran during the 
revolution/war?  
 
3. What happened to Atlas Copco Iran when the sanctions broke out?  
 
4. Why did AC exit the Iranian market?  
 
5. Was there any plans of a possible re-entry when you exited the Iranian 
market?  
 
6. Were you influenced by any of past experience gained by operating in Iran 
during the revolution and war?  
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7. Did you use any prior knowledge about Atlas Copco operations during Iran 
crisis for the current economic sanctions?  
 
8. Did you have any leverage on Novin Hava to keep serving  your old 
customers?  
 
9. Did you keep ANY form of assets (tangible and intangible) or personnel in 
Iran?  
 
10. What were your sunk (irrecoverable) costs upon exiting the Iranian market?  
 
11. Was the market demand for Atlas Copco products steady when exiting the 
country?  
 
12. What happened with the employees of Atlas Copco Iran?  
 
 

During Sanctions 
 

13. How did the relationship between Atlas Copco and Novin Hava look like 
during the sanctions?  
 
14. How many employees did Novin Hava have during the sanctions?  
 
15. How many customers did Novin Hava serve during the sanctions?  
 
16. Was network with political authorities important during the sanctions 
period?  
 
17. How did Novin Hava acquire Atlas Copco spare parts in Iran during the 
sanctions to serve former customers?  
 
18. Was Atlas Copco allowed to export any kind of products to Iran during the 
sanctions?  
 
19. How did customers find Novin Hava if they wanted after-sale services for 
their Atlas Copco products?  
 
20. Did the customers get the same service as Atlas Copco Iran would have 
given?  
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21. What have you done during the sanctions period to maintain contacts within 
the exited market?  
 
 

After sanctions (Re-entry) 
 

22. What is Atlas Copco's organisational capabilities and preparations of re-
entering Iran  
 
23. How would the integration look like when with Novin Hava again?  
 
24. What are the potentials in the Iranian market for Atlas Copco? 
 
25. What are the main challenges you are facing when preparing to re-enter 
Iran?  
 
26. What is Atlas Copco's short term plans for Iran?  
 
27. What is Atlas Copco's long term plans for Iran?  
 
28. What are the key events that will occur in the near future in regards to the re-
entry?  
 
29. What is your mode of entry into Iran at this stage?  
 
30. When do you aim to be back in Iran selling on full level?  
 
31. How does the competition for Alas Copco look like in Iran  
 
32. Is the timing of the re-entry a critical factor?  
 
33. What is the current demand for your products in Iran?  
 
34. How do you reduce uncertainty for re-entering the Iranian market?  
 
35. Is entering Iran at this point in time like entering any other country?  
 
36. Has there been any branding loss due the sanctions?  
 
37. When do you believe you can have a full presence in Iran? 
 
38. Is it possible that Iran once again becomes a key market in Asia?  
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39. Is the demand for your products in Iran currently higher or lower than before 
the sanctions?  
 

 
 
 

 

 

 

 

 

 


