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1.1 INTRODUCTION TO RESEARCH ON EMNES 

This dissertation addresses the internationalization of emerging market multinationals 

(EMNEs), and more precisely their foreign operations. I focus on foreign direct investments 

(FDI) of EMNEs and different factors that impact their choice of entry modes into foreign 

markets.  

 

EMNEs’ rapid emergence in global markets has received increased attention by business 

practitioners, by policy makers and by the scholarly community. Over the last twenty years, 

EMNEs have taken an important role in the global economy. For scholars, this is interesting 

because the international expansion of EMNEs questions “traditional” theories used to explain 

firm internationalization. For policy makers, the emergence of EMNEs is important because it 

challenges current regulations and questions various macroeconomic factors (fear of loose of 

jobs, technology leakages, etc.). For business practitioners, the rise of EMNEs means a reshape 

of the competitive landscape in several industries worldwide.  

 

EMNEs are interesting to study for several reasons. They come from countries with 

other characteristics than developed market multinationals (DMNEs), and they have developed 

in markets suffering from institutional voids, or lack of stable institutions. Their background 

has impacted how they have emerged and developed at home and later abroad, and explain why 

these firms now undertake accelerated internationalization to catch-up with DMNEs that have 

higher levels of experience, both when it comes to international operations and innovation 

activities. 

 

This dissertation is built up of five main parts. In the first part I go through current 

debates and issues regarding the internationalization of EMNEs. First, I discuss the relevance 

of EMNE research by arguing why it needs special attention. I then define emerging markets 

and EMNEs, and discuss their heterogeneity. Second, I address the question of whether EMNEs 

should be studied under another angle than DMNEs by focusing on three different aspects; 

EMNEs come from different institutional backgrounds compared to DMNEs, they 

internationalize at another pace and in another time in history than firms that have been at the 

origin of “traditional” internationalization theories. They also have different motives for 

undertaking foreign operations. Third, I go through the debate on whether “traditional” 
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theoretical frameworks can be used to explain EMNE internationalization. Fourth, I look at 

different themes that have been studied by scholars and divide them into why, where and how 

EMNEs internationalize. This part further discusses research gaps in the literature. I then detail 

the research objectives and introduce the three research essays.  

 

The second, third, and fourth parts of this dissertation represent three research essays. 

The first essay is a bibliometric study and a structured literature review on internationalization 

of EMNE, while the two others are empirical research papers. The two empirical papers study 

Indian firms’ international operations over a ten-year period, from 2004 to 2013. In the first 

empirical essay (essay 2), I study the impact of institutional distance and nature of host country 

characteristics on Indian firms’ entry modes, while I in the second empirical essay (essay 3) 

look deeper into the role of innovation on Indian firms’ choice of entry modes into foreign 

markets. The data used in these essays come from three different data sources; SDC Platinum 

(Thomson One Banker), inFinancials and the firms’ annual reports. 

 

The fifth part of this dissertation discusses the overall findings of the research essays, 

concludes and highlights avenues for future research on EMNEs’ internationalization.  

 

With this dissertation, I hope to contribute to increased understanding of why and how 

EMNEs undertake foreign operations, and what impacts the way in which they enter foreign 

markets. The focus is given to institutions and innovation; two important factors in EMNEs’ 

internationalization.  

1.2 RELEVANCE OF EMNE RESEARCH  

EMNEs have gained attention in the scholarly literature over the last years. It has been 

argued that research on emerging markets has reached maturity (Kin, Meschi, & Prevot, 2015). 

Other scholars see research on EMNE as promising in the coming years (Luo & Zhang, 2016; 

Meyer & Peng, 2016), as they challenge existing theoretical frameworks on firm 

internationalization, and because their role in global markets have  become more important.  
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1.2.1 DESCRIPTION OF THE EMNE PHENOMENON  

Multinational firms from emerging markets have over the last decades started to play an 

increasingly important role in global markets. In 2016, 38% of total world FDI (Unctad, 2017) 

came from emerging markets, a rise from 13% in 2007 (Unctad, 2015). Emerging markets have 

thus gone from being important receivers of FDI (Unctad, 2010; 2015) to act as active investors 

abroad. This rise in OFDI is also illustrated by the growing number of EMNEs. In 2015, 132 

firms on the Fortune Global 5001 list were from emerging markets, compared to 13 in year 

20002. 

 

The development of EMNEs is, among other reasons, a result of economic liberalization 

and the development of market-based policies in domestic markets (Hoskisson, Eden, Ming 

Lau, & Wright, 2000). These reforms opened for both inward FDI from foreign investors, and 

later for OFDI by emerging market firms, and were starting points for an important wave of 

FDI from emerging markets. Advances in telecommunications and transports, outsourcing, and 

ease in the movement of assets and employees have also been important factors for the 

development of EMNEs (Yeganeh, 2016).  

 

Some examples of countries that have undertaken economic liberalization and market-

based policies are India, China and the Soviet Union. India liberalized its economy in 1991 

(Kumaraswamy, Mudambi, Saranga, & Tripathy, 2012). The collapse of communism in the 

Soviet Union in 1989 (Hoskisson, et al., 2000) led to the opening of earlier communist markets. 

In the beginning of the 2000s, the Chinese government launched the ‘Go Global’ policy that 

encouraged Chinese firms to undertake international operations (Hoskisson, Wright, 

Filatotchev, & Peng, 2013).  

 

Today, China is one of the biggest international investors with an annual OFDI of $183 

billion in OFDI in 2016 (Unctad, 2017), and 1103 multinational companies on the Fortune 

Global 500 2016 list. India also gains a more significant role in global markets. Even if India 

                                                 
1http://www.europeanfinancialreview.com/?p=6085 
2http://www.europeanfinancialreview.com/?p=6085 
3http://www.telegraph.co.uk/sponsored/china-watch/business/12212380/how-china-ranks-in-fortune-global-

list.html 

http://www.telegraph.co.uk/sponsored/china-watch/business/12212380/how-china-ranks-in-fortune-global-list.html
http://www.telegraph.co.uk/sponsored/china-watch/business/12212380/how-china-ranks-in-fortune-global-list.html
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only counts 74 firms on the Fortune Global 500 list in 2016, it ranks as number 3 of MNEs’ top 

perspective host economy for 2017 – 2019 (Unctad, 2017). India is a big contributor to 

international FDI, and is the seventh biggest foreign investor on the African continent (Unctad, 

2017). During the last years, several firms from Latin American countries have also started to 

show importance in global markets after the opening up for international competition and 

privatization of state-owned companies (SOEs) (Hennart, Sheng, & Carrera Jr, 2017). Some 

examples of emerging giants are Sinopec group (China), China National Petroleum (China), 

Tata Group (India), Reliance (India), Petrobas (Brazil), Gazprom (Russia), and Samsung (South 

Korea). 

 

1.2.2 IMPORTANCE OF EMNE RESEARCH 

The rise of EMNEs changes the competitive landscape for DMNEs. DMNEs profit from 

the “benefits of incumbency”, or access to financing, brands, organizational capabilities and 

advanced technology (Khanna & Palepu, 2004a). However, they now face competition from 

EMNEs that move from being suppliers of low-cost goods to become innovative high-tech 

firms. One example is the Chinese company Lenovo, that through the acquisition of IBM’s PC 

business, has become a competitor to global PC manufacturers (Lebedev, Peng, Xie, & Stevens, 

2014). Another example is Samsung (Duysters, Jacob, Lemmens, & Jintian, 2009), one of the 

leading companies in the world mobile industry. It has been shown that EMNEs internationalize 

and set up foreign subsidiaries to access other countries’ national innovation systems (Awate, 

Larsen, & Mudambi, 2014). For example, Awate et al. (2014) study Suzlon, an Indian wind 

turbine manufacturer, that managed to catch-up with leading wind turbine companies in terms 

of innovation outputs, and placed itself as the world’s third biggest wind turbine manufacturer 

in less than ten years of international presence.  

 

Both business practitioners, scholars, governments and policy makers need to 

understand EMNEs’ development and international behavior. First, business practitioners in 

emerging markets need to get a good comprehension of how their firms can overcome 

challenges related to internationalization, and then successfully build an international strategy, 

and succeed in foreign operations. Second, business practitioners in developed markets should 

                                                 
4http://www.huffingtonpost.in/2016/07/21/7-indian-firms-are-on-the-fortune-500-list-compared-to-over-

10_a_21436934/ 
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understand how EMNEs undertake international development to recognize the role they 

currently play, and will play, in the coming years. As firms from emerging markets move from 

being positioned in lower levels of the global value chain (GVC) where they act as suppliers to 

DMNEs, they now move to become technological and innovative firms, and consequently direct 

competitors to incumbent DMNEs (Awate, Larsen, & Mudambi, 2012). Third, scholars see that 

EMNEs challenge existing theoretical internationalization frameworks. Since EMNEs 

internationalize at a faster pace, with different motives and from different institutional contexts 

than DMNEs, they tend to challenge several assumptions that have been taken for granted in 

IB- and strategy research. It has therefore been argued that emerging markets constitute a new 

laboratory for research on IB phenomena (Luo & Zhang, 2016). Fourth, it is important for 

governments and policy makers both in emerging and in developed markets to understand this 

development. Several emerging market governments have supported the internationalization of 

local firms.  

 

The role of governments has especially been highlighted in the case of emerging 

countries (Wang, Hong, Kafouros, & Wright, 2012). One example is the “China goes global” 

initiative by the Chinese government that encourages Chinese firms to undertake foreign 

operations. However, Chinese authorities have now started to restrict foreign investments by 

Chinese firms into some industries, such as sports clubs, hotels, real estate, and into countries 

without diplomatic links to China5. In developed markets, policy makers need to understand the 

motives behind EMNEs’ foreign entry. Several EMNEs have met resistance by local 

governments in host countries, especially in the case of acquisitions, because of fear for 

technology- and knowledge leakages to emerging markets, as well as loss of jobs. Even if high 

levels of skepticism exist towards these emerging market acquirers, several examples show that 

EMNEs invest in host countries, and not only search to take home the acquired technology and 

knowledge. This can be explained by the fact that acquirers from emerging markets need to 

prove their integrity and loyalty to overcome the liability of emergingness (Caiazza et al., 2017). 

One example is Geely, a Chinese car manufacturer that acquired the Swedish carmaker Volvo 

in 2010. In June 2017, the company signed a letter of intent to build a 70,000-sq. meter 

innovation center housing 3,500 highly skilled employees in Gothenburg, the home town of 

Volvo, in Sweden (Business Sweden, July 2017).   

 

                                                 
5https://www.lesechos.fr/sport/omnisport/030500503406-la-chine-restreint-linvestissement-a-letranger-

2108594.php 

https://www.lesechos.fr/sport/omnisport/030500503406-la-chine-restreint-linvestissement-a-letranger-2108594.php
https://www.lesechos.fr/sport/omnisport/030500503406-la-chine-restreint-linvestissement-a-letranger-2108594.php
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1.2.3 DEFINITION OF EMERGING MARKETS AND EMERGING 

MARKET MULTINATIONALS 

1.2.3.1 Definition of emerging markets 

Several terms have been used to name the new, growing economies that are regrouped 

under the label “emerging markets”; developing markets (Cuervo-Cazurra, 2012; Pant & 

Ramachandran, 2012), transition economies (Dikova & van Witteloostuijn, 2014; Kafouros & 

Aliyev, 2016), newly industrialized economies (Filatotchev, Strange, Piesse, & Lien, 2007), 

and emerging markets (Luo & Zhang, 2016). However, some differences exist. Developing- 

and emerging markets often refer to the same group of countries, while transition economies is 

used for countries from the former Soviet Union (Musteen, Datta, & Francis, 2014) that have 

transitioned from being socialist to become market-based (Larimo & Arslan, 2013). Newly 

industrialized economies, on the other hand, often refers to Asian countries, such as Taiwan 

and China (Filatotchev et al., 2007). Nevertheless, these markets are heterogeneous 

(Gammeltoft, Barnard, & Madhok, 2010), both at the institutional level and in their economic 

progress (Wright, Filatotchev, Hoskisson, & Peng, 2005). 

 

Hoskisson et al. (2000, p. 249) define emerging markets as “low-income, rapid-growth 

countries using economic liberalization as their primary engine of growth”. To be defined as 

an emerging market, a country must fulfill two criteria; rapid economic growth and a 

government that supports economic liberalization and free markets. Luo and Tung (2007, p. 

483) define emerging markets as “representing countries whose national economies have 

grown rapidly, where industries have undergone and are continuing to undergo dramatic 

structural changes, and whose markets hold promise despite volatile and weak legal systems”. 

In 2016, Unctad classified 125 economies as developing and 16 as transition economies, 

making up a total of 141 emerging economies worldwide (Unctad, 2017).  

 

1.2.3.2 Definition of emerging market multinationals 

EMNEs, often called emerging giants (Khanna and Palepu, 2004; 2005), can be defined 

as “international companies from emerging markets that are engaged in outward foreign direct 

investments” (Luo & Tung, 2007, p. 482). Luo and Tung (2007) focus on OFDI to eliminate 

emerging market-based firms that are exclusively export- or import-related, and firms that 
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engage in minor alliance agreements. Also, they do not consider SOEs, since they may have 

other motives than non-SOEs (Luo & Tung, 2007). SOEs are often driven by the country’s 

investment policy and other non-business objectives instead of corporate performance (Cuervo-

Cazurra, 2012).   

 

1.2.3.3 The heterogeneity of emerging markets and EMNEs 

Even if regrouped under the terms “emerging market firms”, or “emerging market 

multinationals”, both emerging markets and EMNEs are heterogeneous. Wright et al. (2005) 

argue that previous research in IB and strategy has failed to consider this. This leads to an 

“absence of clarity in the appropriateness of different conceptual and methodological 

approaches” (Wright et al., 2005, p.3). 

 

Several aspects related to heterogeneity have been identified, both at the country- and 

at the firm level. First, emerging markets is a common term that regroups countries that are at 

different stages of development and have various characteristics. Significant differences thus 

exist between the institutional background of firms from for example India, China, or Nigeria. 

Second, EMNEs also have different types of ownership structures. While SOEs have played an 

important role in countries like China, private firms and business groups have been more 

important actors in the internationalization of firms from India. While business group structures 

usually suffer from conglomerable discounts in developed markets, business groups play an 

important role in countries with weak institutions where they to a certain extent has replaced 

the lack of efficient formal institutions (Khanna & Palepu, 2004a). Third, while EMNEs often 

are argued to be low cost manufacturers operating in mature markets, several firms manage to 

move up the value chain and become internationally competitive, also in high tech industries 

(Awate et al., 2012). 

1.3 SPECIFICITIES OF EMNE RESEARCH 

A debate has been going on whether firms from emerging markets should be studied 

under a different angle from DMNEs (Narula, 2012). One question that arises is the one of the 

applicability of “traditional” internationalization theories to the context of EMNEs. This is 

further discussed under the section “Specificity of theoretical frameworks”. This debate 
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emerges from the differences that exist between EMNEs and DMNEs discussed in this part. I 

divide the differences into three different sections; different origins/institutional contexts, 

different timing and different motives for internationalization.  

 

1.3.1 DIFFERENT ORIGINS AND INSTITUTIONAL DIFFERENCES 

FROM DEVELOPED MARKETS 

One of the dissimilarities between EMNEs and DMNEs is that EMNEs have developed 

in countries that have other characteristics and lower levels of institutional development 

compared to DMNEs. First, while developed markets have been open to inward- and outward 

FDI for decades, emerging markets experienced an opening of their economies from the 1990s 

(Hoskisson et al., 2000). Before this liberalization, EMNEs were protected from international 

competition at home. EMNEs have therefore developed competitive advantages based on 

offering low-cost products, and by operating as suppliers instead of as distributors (Wright et 

al., 2005). This is in part explained by the fact that several firms profited from a monopoly 

situation at home (Narula, 2012), often with the government playing an important role in 

resource allocation. This has led to lower levels of technology development (Gammeltoft et al., 

2010). Second, the state plays an important role as firm owners. State-ownership is common in 

emerging markets, and SOEs tend to have other motives for internationalization than privately-

owned companies (Cuervo-Cazurra, 2012). For instance, several SOEs internationalize to 

create global national champions (Du & Boateng, 2015), or to promote the home country 

government’s political agenda (Luo & Tung, 2007). National champions are firms that receive 

financial support from their government and often profit from a monopoly status to meet the 

government’s strategic aims. One example is Huawei, a Chinese mobile manufacturer, that 

thanks to government support has managed to become one of the world leading smart phone 

producers6. Huawei itself, however, contests the importance played by the Chinese state in its 

international development7.  

 

Another aspect is institutional voids (Khanna & Palepu, 2004a), or a lack of a stable 

institutions, in emerging markets. This impacts several aspects of their domestic firms’ 

international development. Institutional voids lead to transaction costs, among other things, 

                                                 
6https://www.foreignpolicyjournal.com/2017/05/15/chinas-national-champions-state-support-makes-chinese-

companies-dominant/ 
7https://www.ft.com/content/469bde20-9eaf-11e3-8663-00144feab7de 

https://www.foreignpolicyjournal.com/2017/05/15/chinas-national-champions-state-support-makes-chinese-companies-dominant/
https://www.foreignpolicyjournal.com/2017/05/15/chinas-national-champions-state-support-makes-chinese-companies-dominant/
https://www.ft.com/content/469bde20-9eaf-11e3-8663-00144feab7de
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both in home markets and related to internationalization (Khanna & Palepu, 2004a). 

Furthermore, institutional voids cause problems accessing risk capital and low cost financing 

at home. It is thus difficult for firms to invest in R&D and to build brands (Khanna & Palepu, 

2004a). Another aspect is the low development of domestic infrastructure and unreliable 

supplier networks (Khanna & Palepu, 2004a). Finally, institutional voids lead to problems of 

getting access to talent, that again lead to problems related to corporate governance (Luo & 

Tung, 2007). The issues caused by institutional voids are one of the main reasons for the 

creation of conglomerates, or business groups, in emerging markets (Khanna & Palepu, 2004a). 

To respond to issues caused by institutional voids, conglomerates create internal capabilities, 

such as internal financing systems and talent development (Khanna & Palepu, 2004b, 2010).  

 

1.3.2 DIFFERENT STARTING POINTS AND PACE OF 

INTERNATIONALIZATION 

The aspect of timing is important to understand the specificities of EMNEs. First, 

EMNEs started to internationalize later than traditional DMNEs. They therefore have less 

international experience. Second, EMNEs internationalize at a faster pace (Cuervo-Cazurra, 

2012). Third, the starting point, and thus the contextual factors in global markets, are different 

from the time when “traditional” DMNEs internationalized (Madhok & Keyhani, 2012, 

Cuervo-Cazurra, 2012). The contextual factors in the world economy are different from the 

ones when traditional internationalization theories were developed (Cuervo-Cazurra, 2012). 

EMNEs internationalize in an institutional context with lower institutional barriers to FDI than 

DMNEs when they internationalized several decades ago, and with improved transportation 

and communication systems. The rapid expansion of EMNEs could therefore also be explained 

by a facilitated globalization compared to some decades ago (Cuervo-Cazurra, 2012).  

 

The lower extent of international experience by EMNEs compared to DMNEs is 

illustrated by the internationalization level of the world’s 100 biggest transnational non-

financial companies (TNCs) (Unctad, 2013). For example, in 2012 EMNEs had an average 

transnationality index (TNI8) of 54.22 compared to 64.55 for their developed market 

counterparts (Unctad, 2013). This shows that EMNEs have a lower part of their assets, 

                                                 
8 TNI: transnationality index: calculated as the average of the following ratios: foreign assets to total assets, foreign 

sales to total sales, foreign employment to total employment. Source: unctad.org 
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employees and sales in foreign markets. By looking at the average of firms’ foreign assets alone, 

one finds a wide spread between EMNEs and DMNEs; of the world’s 100 biggest non-financial 

TNCs the average is 81,038.7 million USD compared to 15,061 million USD for EMNEs. This 

corresponds to 59% and 27.2% of their total assets respectively; DMNEs have a much more 

important part than EMNEs of their investments in foreign markets. The differences between 

theory developed on DMNEs and EMNEs could therefore be explained by the fact that EMNEs 

are in an early stage of internationalization, and not because they are different from mature 

DMNEs.  

 

1.3.3 DIFFERENT MOTIVES FOR INTERNATIONALIZATION 

Firms have various motives for undertaking foreign operations. Dunning (1993) argues 

that firms internationalize with market-seeking, natural-resource-seeking, efficiency-seeking or 

strategic-asset-seeking motives. While market-seeking firms search to access or develop new 

markets for sale of existing products, resources-seeking firms aim at accessing natural resources 

that they cannot obtain in current locations. Efficiency-seeking firms internationalize with the 

motive of reducing costs, for instance by moving production to countries with lower production 

costs (Conti, Parente, & de Vasconcelos, 2016). Strategic asset-seeking firms internationalize 

to access unique, intangible or organizationally embedded assets (advanced technology, brand 

assets, or managerial know-how) (Cui, Meyer, & Hu, 2014). EMNEs mainly internationalize 

to access strategic assets (Deng & Yang, 2015), to explore (Marchand, 2015), to developed 

ownership- or firm-specific advantages (Cuervo-Cazurra & Ramamurti, 2015), and to become 

global champions (Bandeira-De-Mello, Ghauri, Mayrhofer, & Meschi, 2015).  

 

Dunning (1988) emphasizes the necessity of firms to possess ownership- or firm-

specific advantages to successfully undertake international operations. Ownership-, or firm-

specific advantages, are defined as valuable resources possessed by firms that help them to 

overcome the disadvantage of being foreign in a local market, or the liability of foreignness 

(Hymer, 1960). EMNEs lack these advantages, and therefore suffer from a competitive 

disadvantage compared to DMNEs. They therefore search to develop firm-specific-advantages 

(FSAs), through foreign operations (Cuervo-Cazurra & Ramamurti, 2015). EMNEs 

internationalize to get their hands on strategic assets, to catch-up and to improve their 

innovation levels, and thus compete in equal terms as DMNEs globally (Elango & Pattnaik, 

2007). Innovation is a driver of competitive advantage (Kumar, Mudambi, & Gray, 2013), and 
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EMNEs lack innovation capabilities since they for a long time have operated as low-cost 

manufacturers and imitators instead of being innovators (Awate et al., 2012). EMNEs’ 

internationalization can be characterized as being explorative (Marchand, 2015). Exploration is 

when firms search to access new knowledge, advanced technology, brands or capabilities non 

available in domestic markets (Conti et al., 2016). 

 

Several examples of strategic asset-seeking and exploration-motivated international 

operations of EMNEs to achieve competitive advantage exist. Some are Tata group’s 

acquisitions of technologically advanced, but financially struggling businesses: Corus Steel, 

Tetley Tea, and Jaguar Land Rover. These acquisitions do not fit any of the three traditional 

motives of market-seeking, efficiency-seeking or natural resource-seeking. Their primary aim 

is neither to sell Indian products in Europe, to source natural resources or to reduce the costs of 

existing operations (Meyer, 2015). Meyer (2015) argues that these operations are strategic 

assets-seeking in the “sense that they strengthen the capabilities of the acquirer not only in the 

local market, but also in its global operations, providing, for example, advanced technologies 

or international brand names that strengthen the firm’s competitive position vis-à-vis its 

competitors back home” (Meyer, 2015, p. 61). 

 

Another example is the Chinese car manufacturer Geely’s acquisition of the Swedish 

carmaker Volvo in 2010. Geely did not contribute with firm-specific resources, but with 

financial liquidity, understanding of emerging market contexts, and access to distribution 

channels and regulatory authorities in emerging markets. The motives behind this acquisition 

were not to enter the Swedish or the European market (market-seeking), to increase efficiency 

or to access resources (Meyer, 2015), but to sell Volvo cars in China. Later, Geely also launched 

plans to sell Volvo cars manufactured in China in the US (Meyer, 2015). The acquisition of the 

British car manufacturer Jaguar Land Rover by the biggest Indian automobile company, Tata 

Motors, in 2008, is another example. Jaguar Land Rover, at the time owned by Ford Motor, was 

struggling financially (Meyer, 2015), and Ford Motor needed to sell off brands to raise money 

for its own survival9. The motives behind this acquisition was to access brands, but also to build 

managerial capabilities related to international operations and acquisitions, and in operating 

luxury brands (Meyer, 2015).  

 

                                                 
9http://www.nytimes.com/2012/08/31/business/global/tata-motors-finds-success-in-jaguar-land-

rover.html?mcubz=1 

http://www.nytimes.com/2012/08/31/business/global/tata-motors-finds-success-in-jaguar-land-rover.html?mcubz=1
http://www.nytimes.com/2012/08/31/business/global/tata-motors-finds-success-in-jaguar-land-rover.html?mcubz=1
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Examples of international strategic alliances (ISAs) entered by EMNEs are the joint-

venture created by Asian Granito, an Indian tile manufacturer, and Panaria, an Italian company 

in the same industry, in 2013, and the joint venture between Strides Arcolab, an Indian 

pharmaceutical company, and the US firm Sagent Holding Company. The motives behind the 

joint venture of Asian Granito and Panaria were to enhance technical know-how and product 

quality, and to increase presence in global markets (Asian Granito, annual report 2013-2014, p. 

19). For the joint venture between Strides Arcolab and Sagent Holding Company, the main 

motive was to jointly develop new pharmaceutical products10 for the US market. 

 

Ownership structure should also be highlighted as important for explaining the 

differences between EMNEs and DMNEs’ motives for foreign operations. EMNEs tend to have 

higher number of firms with state-or family ownership. For instance, 18% of the world’s state-

owned multinational companies are Chinese (Unctad, 2017). State- and family-owned firms 

often have other motives than traditional business objectives, like performance, behind their 

international operations (Cuervo-Cazurra, 2012; Liu, Lin, & Cheng, 2011). One important 

aspect is emerging country governments’ aim at turning some of their firms, either SOEs or 

privately-owned firms, into global giants (Cui & Jiang, 2012). Other firms internationalize with 

intentions of representing the country abroad (Bandeira-De-Mello et al., 2015). Family firms 

are often risk averse and have a long-term orientation behind their internationalization 

(Zaefarian, Eng, & Tasavori, 2016).  

 

1.3.4 ATTENTION FROM THE ACADEMIC COMMUNITY 

The EMNE phenomenon started to catch attention from the academic community from 

the 1990s onwards. However, research on EMNEs suffered from a lack of legitimacy (Meyer 

& Peng, 2016). It was not until the 2000s that publications on EMNEs started to appear more 

frequently. In 2000, a special issue, “The Special Research Forum of Emerging Economies” 

was published by the Academy of Management Journal. In the editorial, Hoskisson, Eden, Lau, 

and Wright addressed the phenomenon of EMNEs, and theoretical and methodological issues 

related to research on EMNE internationalization. In 2005, Journal of Management Studies 

published a special issue, “Challenging the conventional wisdom”, in which they asked for 

                                                 
10http://www.prnewswire.com/news-releases/sagent-pharmaceuticals-inc-and-strides-arcolab-limited-announce-

collaboration-to-develop-and-market-more-than-25-products-in-the-united-states-58961007.html 
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contributions from research on EMNEs to the strategy field. Several other academic journals 

have over the last years published special issues on EMNEs. Journal of International 

Management (2007; 2010a; 2010b; 2013), Global Strategy Journal (2012), Management 

International Review (2015) and Journal of International Business Studies (2010) have 

dedicated special issues to this topic. The journal M@n@agement called for papers that covered 

issues related to emerging markets in 2013, arguing that more knowledge was needed to 

understand the current changes in the world’s investment pattern. In 2016, the French academic 

journal Finance Contrôle Stratégie also called for papers covering the internationalization 

models of firms from emerging markets.  

 

Several research conferences have been dedicated to the topic of emerging markets and 

EMNEs. In 2008, researchers at the Copenhagen Business School launched the Copenhagen 

Conference on Emerging Markets which is organized every second year. Several special 

conferences on emerging markets have also been organized by the Strategic Management 

Society, both related to specific country- or regional contexts (China, India, Latin America), 

but also generally to the emerging market context11.  

 

The importance of research on EMNEs has been recognized by The Academy of 

International Business/Journal of International Business Studies (JIBS) Decade Award, which 

each year honors the most influential JIBS article of the volume ten years prior. Both in 2015 

and in 2017 the award was given to research papers addressing emerging market related issues. 

In 2015, Klaus Meyer and Mike Peng received the award for their article “Probing 

Theoretically into Central and Eastern Europe: Transactions, Resources, and Institutions” 

published in JIBS in 2005. In 2017, the award was given to Peter Buckley, Jeremy Clegg, Adam 

R. Cross, Xin Liu, Hinrich Voss, and Ping Zheng for their article “The Determinants of Chinese 

Outward Foreign Investments” published in JIBS in 2007. 

 

Over the last two decades, research on EMNEs has increased rapidly. Several aspects 

have shown that EMNEs need to be studied under another lens than traditional firms from 

developed markets. First, EMNEs come from different institutional contexts, often 

characterized by underdeveloped institutions and institutional voids. Second, EMNEs 

internationalize at another time and in a different economic context, and they undertake 

                                                 
11https://www.strategicmanagement.net/home/conferences/conference-archives 
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international operations at an accelerated pace. Third, EMNEs have other motives than DMNEs 

for undertaking foreign operations. I go further into the research gaps and the focus of this 

dissertation in the part on topics studied on EMNEs’ internationalization. 

1.4 SPECIFICITIES OF THEORETICAL FRAMEWORKS 

An important debate in the literature on EMNE internationalization deals with 

theoretical issues. Some scholars argue that “traditional” theories can be applied to an EMNE 

context (Sun, 2009), some advocate for extension of these theories (Cuervo-Cazurra, 2012), 

and others argue that new theories need to be developed (Luo and Tung, 2007; Mathews, 2006). 

Luo and Zhang (2016) claim that the rise of EMNEs provides a new laboratory for research in 

IB. However, Luo and Tung (2007) emphasize that the development of new theories does not 

invalidate the “traditional” internationalization theories.  

 

The challenges related to “traditional” internationalization theories and EMNE 

internationalization have been addressed by Cuervo-Cazurra (2012) and Ramamurti (2012) 

among others. Cuervo-Cazurra (2012) finds several contextual explanations to why some 

internationalization theories difficultly explain the internationalization of EMNEs. First, 

EMNEs are in general at an early stage of internationalization compared to more mature 

DMNEs. Second, EMNEs internationalize in an institutional context with lower institutional 

barriers to FDI and with better transportation and communication than DMNEs when they 

internationalized several decades ago. The rapid expansion of EMNEs could therefore also be 

explained by facilitated globalization. Third, in the case of EMNEs one sees higher levels of 

ownership structures like state- or family-owned firms. These types of firms might have other 

objectives than traditional business objectives. The differences between EMNEs and DMNEs 

might therefore be explained by the differences in the owners’ objectives instead of country of 

origin (Cuervo-Cazurra, 2012).  

 

Ramamurti (2012), on the other hand, argues that one should look at different situations 

in which traditional internationalization theories come too short to explain EMNE 

internationalization to increase understanding of the theoretical challenges met (Ramamurti, 

2012). He identifies two “puzzles” of EMNEs’ internationalization; (1) EMNEs do not possess 

ownership advantages, and (2) they internationalize in “wrong ways”. First, to have ownership 
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advantages is found necessary for the development of multinationals. If EMNEs lack ownership 

advantages, one could ask how these firms have managed to become multinationals in the first 

place. One of the arguments is that EMNEs internationalize to develop and obtain the ownership 

advantages they lack. Ramamurti (2012) further argues that EMNEs already have ownership 

advantages, but that they differ from the ones of DMNEs. EMNEs have also had less time to 

develop such advantages as they started internationalizing at a later point in time. When 

DMNEs internationalize they exploit these advantages (market-seeking). EMNEs, on the other 

hand, tend to be strategic asset-seeking when undertaking foreign operations, as they search for 

technologies and brands.  

 

Hoskisson et al. (2000) claim that the transaction cost theory (TCT), the resource based 

view (RBV), and the interaction between institutional theory and other theories, are the 

theoretical framework that best explain EMNEs’ behavior. The emerging market context 

provides new understanding of the strengths and weaknesses of these theoretical perspectives 

(Hoskisson et al., 2000). In a literature review from 2016, Luo and Zhang (2016) find that 

institutional theory or institution-based view, the resource-based view (RBV), the OLI 

model/eclectic paradigm, the Springboard perspective and organizational learning theory are 

the most applied theories in research on EMNEs. Peng and Meyer (2016) also highlight the 

importance of institutional theory, and argue that the institution-based view of the firm is 

moving towards a paradigm in IB research (Meyer & Peng, 2016).  

 

Some theories, or theoretical frameworks, have been developed to explain the 

internationalization of EMNEs. Both Luo and Tung (2007), with their Springboard perspective, 

and Mathews (2006) with the Linkage, Leverage, and Learning (LLL)-model, have tried to 

increase understanding of the internationalization process of EMNEs.  

 

Even after almost two decades of debate, there is still a lack of consensus regarding the 

question of applicability of “traditional” theories. The following section goes through this 

discussion by first addressing the “traditional” internationalization theories, then arguments 

towards a need for extension of the latter, and then arguments for the development of new 

theories.  
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1.4.1 TRADITIONAL INTERNATIONALIZATION THEORIES 

Internationalization of firms have been explained by several theoretical frameworks; 

FDI theory (Penrose, 1956; Hymer, 1960), transaction cost theory (Williamson, 1975), 

internalization theory (Buckley and Casson, 1976), the OLI framework/eclectic paradigm 

(Dunning, 1980), the Uppsala model (Johanson and Vahlne, 1977), and International New 

Venture theory (Oviatt and McDougall, 1994) among others. FDI theory started off with Edith 

Penrose’s (1959) work on FDI flows from the US to Europe after World War 2. In this part, I 

give a short introduction to some of the “traditional” internationalization theories. 

  

In the beginning of the 1960s, scholars found that explanations different from traditional 

economics factors (i.e. differences in interest rates) were needed to explain firms’ international 

investments. Hymer (1960) took this work further in his doctoral dissertation in which the 

central proposition was that firms must possess an internally transferable advantage, or “the 

control of which gives it a quasi-monopolistic opportunity to out-compete local firms” 

(Buckley, 2002, p. 366) when entering foreign markets. Since there are barriers to trade and 

“barriers which prevent host country firms from duplicating this advantage” (Buckley, 2002, 

p. 366), firms will prefer FDI to exploit their advantage in foreign markets (Buckley, 2002). 

The advantage must be strong enough to overcome the lack of local knowledge and business 

conditions from which indigenous firms profit. Later, Vernon (1966), in his product cycle 

hypotheses, explained the dynamics of American FDI in Europe (Buckley, 2002). He explained 

that innovations were first developed in developed markets, then exported to other developed 

markets, before they at maturity were sold to emerging markets. 

 

Hoskisson et al. (2000) argue that the RBV can be applied in the context of EMNEs, 

and that emerging markets can provide a social context to examine how institutional change 

leads to changes in competitive advantages. The key question in the RBV is how firms differ 

and how they develop and sustain competitive advantage. Penrose (1959) argues that the 

essence of competitive advantage come from the heterogeneous characteristics of each firm. 

One issue in emerging markets is that the competitive advantage is not necessarily transferable 

to foreign markets. For many EMNEs, their competitive advantage is based on network 

relationships and close ties with local governments that provide effective monopolies. 

However, as institutional changes occur, changes need to be done both at the level of the asset-

structure and of the firm’s orientation. It is therefore important to do future research on how 
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firms adapt to institutional change and learn from market changes. More research should 

therefore be done on the barriers of acquisition of new, needed resources (Hoskisson et al., 

2000). These barriers should be analyzed with the timing and sequencing of resource 

development. This highlights a need for research with an interaction between the RBV and 

institutional theory.   

 

Transaction cost economics (TCE) (Williamson, 1975) and questions related to whether 

firms should internalize or externalize, lay the foundations for future research on the 

multinational company. Transaction cost theory explains whether firms decide to undertake 

operations through contracts or internalization (Williamson, 1975). According to TCT, 

hierarchical governance modes will enhance efficiency when transaction costs are high 

(Hoskisson et al., 2000). Hoskisson et al. (2000) argue that TCT can help understand the 

phenomena of EMNEs. First, we know that organizations as governance structures play a more 

important role than markets when the level of uncertainty is high, when large asset-specific 

investments take place, and when there are infrequent transactions, like in emerging markets. It 

has also been highlighted that transaction costs arise from other sources in emerging- than in 

developed markets, since developed markets are characterized by strong legal frameworks and 

social norms (Hoskisson et al., 2000).  

 

Two important sources of transaction costs in emerging markets are identified (Choi, 

Lee, and Kim, 1999); measurement and enforcement. Measurement costs tend to be high; a 

consequence of lack of efficient resource allocation in the market. This is also the case for the 

enforcement costs that arise from the fact that intellectual property rights (IPR) are defined by 

official discretion rather than rule of law. In the context of emerging markets, it has further been 

argued that transaction cost economics can explain the high levels of unrelated diversification. 

Khanna and Palepu (1997) argue that unrelated diversification is efficient in emerging 

economies because of their underdeveloped capital- and labor markets. 

 

Buckley and Casson (1976) are known as the “fathers” of internalization theory. They 

argue that by knowing the transaction costs versus the benefits of internalization in a specific 

economic circumstance, one can predict the growth of the firm as it will be determined by the 

internalization of imperfect markets. A firm will continue to internalize until the transaction 

benefits of further internalization are outweighed by the costs (Buckley, 2002). If one can know 

the internal (agency costs) and external transaction costs one can derive “propositions of the 
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speed and the direction of the growth of the firm” (Buckley, 2002, p. 368). The foreign market 

servicing network of the firms will be specified by locational determinants (exports versus 

foreign production) and ownership factors (foreign direct investment versus licensing) 

(Buckley, 2002).  

 

In 1977, the Uppsala model, with its establishment chain (Johanson & Vahlne, 1977), 

introduced the incremental approach to internationalization through the establishment chain. 

This theory explains firms’ gradual internationalization by starting with acquiring and 

integrating knowledge of foreign markets before they start increasing their international 

commitment (Johanson & Vahlne, 1977).   

 

Dunning (1977, 1980, 1988) later developed the OLI framework/eclectic paradigm in 

which he focused on the ownership, location, and internalization advantages of firms. This 

framework explains that firms must possess ownership-, or firm-specific advantages exploitable 

in foreign markets to internationalize (Dunning, 1988). These ownership-, or firm-specific 

advantages, must be strong enough to overcome the costs related to the fact of being foreign, 

or the liability of foreignness. Then, firms may capitalize on the location advantage. The 

location advantage refers to the level of attractiveness of the host location, and implies that it 

must be more beneficial for the firm to undertake the production in a foreign country than in its 

domestic market. Also, the firms must have internalization advantages. The internalization 

advantages highlight that it must be more advantageous for the firm to exploit its ownership-, 

or firm-specific advantages by its own employees than through franchising or licensing 

agreements. Thus, it must be more advantageous to choose internal control than other forms of 

market entry.  

 

The International New Venture (INV) theory (Oviatt & McDougall, 1994) integrates 

international business, entrepreneurship and strategic management theory and explains how 

some firms internationalize right after their inception; they develop with a proactive 

internationalization strategy. However, this strategy does not necessarily imply FDI. Firms do 

not need to own foreign assets to be considered an INV (Oviatt & McDougall, 1994).   

 

These theories on internationalization have focused on firms from developed markets 

(Li, 2007). However, it has been argued that these existing theories can explain EMNEs’ 

international expansion (Sun, 2009). Sun (2009) finds that both the eclectic paradigm, the 
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Uppsala model and the INV theory enrich the understanding of EMNEs’ internationalization. 

Rugman (2010) argues that no theoretical extension is needed to explain this phenomenon, and 

that “existing international business theory fully explains the nature and positioning of 

emerging market MNEs” (Rugman, 2010, p. 82).  

 

The next section goes through the arguments of why an extension of traditional 

internationalization theories is needed to explain the internationalization behavior of EMNEs 

(Cuervo-Cazurra, 2012).   

 

1.4.2 EXTENSION OF TRADITIONAL INTERNATIONALIZATION 

THEORIES 

Since EMNEs have different characteristics from DMNEs, and because they are at a 

different level of internationalization, it has been argued that traditional theories come too short 

to explain the internationalization of EMNEs. It has therefore been argued that traditional 

theories need to be extended to explain this phenomenon. Cuervo-Cazurra (2012) highlights 

several points to traditional theories and to why an extension is needed. He focuses on the 

product life cycle model (Vernon, 1966), the incremental internationalization model of 

Johanson and Wiedersheim-Paul (1975), the OLI framework (Dunning, 1977), the 

internalization theory (Buckley and Casson, 1976), the integration/differentiation and 

legitimation models (Prahalad and Doz, 1987), and the resource- and knowledge-based view 

based on the work of Edith Penrose (1959). Table 1 gives an overview over the initial 

assumptions, assumptions of objectives for foreign expansion, assumptions of home country 

factors, assumptions of host country factors of the mentioned theories, and concludes why these 

theories need to be extended (Cuervo-Cazurra, 2012).
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Table 1: Key theories of the MNC and their extension from the analysis of DMNCs12 

Theory Product 

life cycle 

Incremental 

internationalization 

OLI framework Internalization 

theory 

Integration/differentiation 

and legitimation models  

Resource-

based view and 

knowledge-

based view 

Initial 

argument 

Vernon 

(1966) 

Johanson and 

Wiedersheim-Paul 

(1975) 

Dunning (1977) Buckley and 

Casson (1976) 

Prahalad and Doz (1987) Penrose (1959) 

Assumptions 

on 

individuals’ 

behavior 

Full 

rationality 

 

Imperfect 

information 

 

Information 

asymmetry 

Bounded rationality 

 

 

Imperfect 

information 

 

 

Information 

asymmetry 

Full rationality 

 

 

Imperfect 

information 

 

Information 

asymmetry 

Bounded 

rationality 

 

Imperfect 

information 

 

Information 

asymmetry 

 

Asset specificity 

 

Opportunism 

Bounded rationality 

 

 

Imperfect information 

 

 

Information asymmetry 

 

Bounded 

rationality 

 

Imperfect 

information 

 

Information 

asymmetry 

 

Asset 

specificity 

Assumptions 

on objective 

of foreign 

expansion 

Increase 

sales by 

using 

innovations 

developed 

at home and 

benefit from 

lower 

Increase sales by 

using knowledge 

developed at home 

Increase sales by 

building on 

home-based 

ownership 

advantage and 

obtain location 

advantage abroad 

Increase sale by 

use technology 

developed at home 

Increase sales by gaining 

and using knowledge from 

multiple operations, 

achieving legitimation 

Grow and 

increase sales 

by using 

already-

developed firm-

specific 

resources, 

especially 

knowledge 

                                                 
12 DMNC: developing multinational company = emerging multinational enterprise 
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production 

costs abroad 

Assumptions 

on impact of 

home country 

conditions 

Firms 

innovate to 

satisfy 

demanding 

high-

income 

consumers 

Managers develop 

knowledge specific 

to home country 

Firms create 

home-based 

ownership 

advantages 

Firms develop 

technology to 

compete at home 

Home-based headquarters 

pressures to standardize and 

achieve legitimacy 

Home country 

provides inputs 

that determine 

resources and 

knowledge 

created by the 

firm 

Assumptions 

on impact of 

host country 

conditions 

High-

income 

consumer 

abroad 

induce 

export of 

innovation 

Lower costs 

induce 

production 

abroad 

Differences in 

conditions between 

home and host 

country limit transfer 

of information 

between countries 

Host country 

location 

advantage induce 

entry 

Transaction 

protection in host 

country 

determines the use 

of firm or market 

Host country pressures 

firms to adapt to local 

conditions 

Host country 

inputs and 

competitive 

conditions 

determine 

applicability of 

home-based 

resources 

Key question 

on MNC 

behavior 

Where does 

the MNC 

move sales 

and 

production 

around the 

world? 

How does an MNC 

internationalize? 

Why does an 

MNC set 

production 

facilities abroad? 

How does an 

MNC internalize 

cross-border 

transactions? 

How does an MNC solve 

the tension between global 

integration and local 

differentiation? 

How does an 

MNC expand 

and compete 

across 

countries? 
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Key answer MNC move 

sales and 

production 

from 

developed 

to 

developing 

countries as 

an 

innovation 

and 

associated 

production 

process 

becomes 

standardize

d 

MNC 

internationalizes 

incrementally to 

minimize risks and 

obtain experiential 

knowledge from 

abroad 

MNC sets up 

production 

facilities abroad 

when it has 

ownership 

advantage (O) at 

home, location 

advantage (L) 

abroad, and 

internalization 

advantages (I) of 

keeping the 

foreign 

operations within 

the firm  

MNC uses a 

hierarchy in a 

cross-border 

transactions when 

the costs of using 

contracts exceed 

the cost of 

internalizing the 

transaction 

MNC organizes decision 

making to benefit from 

economies of scale and from 

adaptation to local 

conditions, achieving 

legitimacy. 

MNC creates 

firm-specific 

assets whose 

services are 

used to create 

products and 

services, with 

management 

being the key 

constraints to 

growth at some 

point in time 

Differing 

DMNC 

behavior 

DMNC 

sells 

innovation 

in advanced 

economies 

to benefit 

from higher 

income or 

in 

developing 

countries to 

benefit from 

similar 

consumer 

needs 

DMNC chooses 

between a similar 

country but small or 

dissimilar country 

but large market 

DMNC has higher 

tolerance for risk 

DMNC is more 

likely to expand 

in search for O 

advantages 

DMNC is more 

likely to expand 

in search of L 

advantages 

without moving 

production 

abroad 

DMNC has higher 

tendency to 

internalize 

operations because 

of higher 

transaction costs at 

home 

DMNC follows need 

strategies to take into 

account the pressures of the 

country of origin 

DMNC 

internationalizes 

using 

resources/knowl

edge that cannot 

be protected via 

institutions 

DMNC 

internationalizes 

to access 

missing 

resources/knowl

edge 
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DMNC is 

already 

operating in 

low-cost 

countries 

and does 

not move 

production 

Potential 

theoretical 

extension 

from the 

analysis of 

the DMNCs 

Separate 

similarity in 

needs from 

level of 

income 

needed to 

pay for 

innovation 

 

Production 

does not 

move 

abroad to 

ensure 

proximity 

Separate psychic 

distance from market 

attractiveness in the 

selection of 

countries 

Managers have 

levels of risk 

aversion influenced 

by home country that 

affect country 

selection and entry 

mode selection 

Different types 

of O and L 

advantages 

depending on the 

country of origin 

determine 

internationalizati

on 

 

Firms do not 

only enjoy 

advantages but 

suffer from 

disadvantages 

that induce 

internationalizati

on 

Managers from 

different countries 

have different 

attitudes toward 

transaction costs 

Home country exerts 

pressures in addition to 

headquarters and host 

country pressures 

Create 

advantages that 

do not rely on 

institutions to 

protect them 

 

Build 

advantages 

through 

acquisitions  

Taken from Cuervo-Cazurra (2012) 
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One of the theories to which an extension is argued to be necessary is the OLI-

framework (ownership, location, internalization), or the eclectic paradigm, that has been used 

to explain firms’ FDI (Dunning, 1981), also the one of EMNEs (Luo & Zhang, 2016). In a 

literature review from 2016, Luo and Zhang (2016) find that 10.5% of the articles studied use 

the OLI framework to explain EMNE internationalization. However, it has been argued that 

this framework is invalid in an emerging market context as it is based on studies on 

internationalization of DMNEs; to how firms apply or exploit their current internal advantage 

abroad. It focuses on how DMNEs use asset exploitation through whole- or majority 

investments. In the context of EMNEs, this argument is difficult to justify since EMNEs are 

found to have asset-exploration motives behind their internationalization. It has been argued 

that EMNEs do not possess FSAs, or that their FSAs are difficult to exploit in foreign markets. 

To access resources and develop FSAs, and consequently achieve competitive advantage, is 

one of their main motives for internationalization. These arguments are the basis for Li’s (2007) 

argumentation to why the OLI model needs extension. First, to have an ownership advantage, 

or FSA, might not be a precondition for firm internationalization, but a strategic goal to achieve 

once the firm has internationalized (Li, 2007). This implies that instead of using asset-

exploitation as the starting point of developing multinational corporations, firms can start off 

with asset exploration (under the condition of having the needed financial resources). For 

EMNEs, this process can start through inward FDI, in which they develop cooperation with 

foreign investors in domestic markets. Second, following the OLI model, firms will invest in 

less developed countries. In the case of EMNEs, one has seen that they more often enter more 

developed markets. This seriously challenges the OLI model. Third, the OLI model mainly 

focuses on full internalization. However, in the case of EMNEs these firms often apply partial 

internalization. Strategic alliances play an important role in the internationalization of EMNEs 

and in their catch-up with DMNEs. This aspect has not been sufficiently account for in the 

updated versions of the OLI model (Li, 2007). 

 

Scholars like Cuervo-Cazurra (2012) has argued for an extension of existing theories to 

explain the international behavior of EMNEs. This section has gone through the debate of 

extension, by mainly focusing on the work of Cuervo-Cazurra (Cuervo-Cazurra, 2012). Other 

scholars have claimed that new theories are necessary to explain EMNEs’ international 

development. The next section will go through the new theories that have been developed to 

explain EMNEs’ international behavior. Attention will also be given to institutional theory. 

Even if institutional theory is not new and does not only apply in the context of EMNEs, it has 
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been highlighted as being the most important theory in explaining EMNEs’ internationalization. 

 

1.4.3 NEW THEORIES TO EXPLAIN EMNES’ 

INTERNATIONALIZATION 

Of those who argue that new theories need to be developed to explain EMNE 

internationalization, two schools can be identified. At the one hand, Ramamurti (2012) argues 

that EMNEs are different from DMNEs because of their country of origin. On the other hand, 

it has been argued that it is not because of their origin, but because of changes in the world 

economy that EMNEs behave differently from traditional DMNEs when they internationalize 

(Dunning, Kim, and Park, 2008).  

 

Two main theoretical frameworks regarding internationalization of EMNEs have been 

developed; the Springboard perspective (Luo & Tung, 2007) and the Leverage, Linkage and 

Learning model (Mathews, 2006). In addition, institutional theory has been argued to be one of 

the theories that the best can explain EMNEs’ international development (Luo & Zhang, 2016).  

 

1.4.3.1 Springboard Perspective 

Luo and Tung (2007) developed the ‘Springboard’ perspective, a framework that 

explains the internationalization behavior and international activities of EMNEs. According to 

this framework “EMNEs use international expansion as a springboard to acquire strategic 

resources and reduce their institutional and market constraints at home” (Luo & Tung, 2007, 

p. 481). In this perspective, EMNEs have two main motives for internationalization; access to 

strategic resources and reduction of institutional- and market constraints in domestic markets. 

To access strategic resources is necessary to compete with foreign rivals in global markets. 

Access to strategic assets and entry into foreign markets also help EMNEs to overcome the 

institutional constraints at home. Often, their rapid internationalization is supported by the 

firms’ domestic governments (Luo & Tung, 2007).  

 

The ‘springboard’ behavior of EMNEs can be described in several ways. EMNEs use 

international expansion as a ‘springboard’ to overcome their competitive and latecomer 

disadvantages, to counter-attack global rivals in their home country markets, to bypass stringent 
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trade barriers, to alleviate domestic institutional constraints, to secure preferential treatment 

from the domestic government, and to exploit their competitive advantages in other emerging 

markets (Luo & Tung, 2007). First, expansion into developed markets help them access new 

technologies and manufacturing know-how needed to overcome their competitive 

disadvantage. Second, to overcome their latecomer (or newcomer) disadvantages can be done 

through acquisitions of existing brands or technological leadership. Third, ‘springboarding’ 

help EMNEs to counter-attack global rivals in their home markets.  

 

During the last years, more and more DMNEs enter emerging markets and take on a 

leading role that increases competition. EMNEs therefore have to enter DMNEs’ domestic 

markets to capture market share. Fourth, to overcome stringent trade barriers, such as quotas or 

anti-dumping penalties, EMNEs can directly invest and produce in the host-, or in a third-

country, and then export from there to the target market. Fifth, international expansion help 

them to overcome issues like increased costs related to institutional voids, such as low IPR 

protection, inefficient markets, or corruption, that reduce the potential profitability of the 

market. Sixth, EMNEs that invest abroad often receive financial aid from their domestic 

government. This is often done through reverse investments, i.e. that firms open a subsidiary 

abroad for then investing back into the emerging markets. Lastly, by entering other emerging 

markets, EMNEs can combine their technological capabilities (accessed in foreign markets) 

with their mass production experience and then offer standardized technological products in 

other emerging markets (Luo & Tung, 2007).  

 

Luo and Tung (2007) highlight that the global success of EMNEs depends on their 

domestic performance, and that their home market can continue to serve as a manufacturing 

center for their global operations. They further enhance the importance of EMNEs’ domestic 

markets at a time were DMNEs pay increased attention to the market potential in emerging 

markets.  

 

1.4.3.2 Linkage, Leverage, and Learning framework 

The LLL-model (Mathews, 2006) shows how firms from the Asia-Pacific region 

manage to challenge the established positions of traditional multinationals and become global 

competitors by overcoming their lack of resources. These newcomers start at a small level and 

they lack key resources. However, many still manage to develop and compete with existing 
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DMNEs in global markets. With this model, Mathews (2006) aims at explaining how firms 

internationalize by searching for, instead of exploiting, existing resources. 

 

In the LLL-model, Mathews (2006) claims that latecomer MNEs (firms from the Asia-

Pacific region more specifically) leapfrog to advanced technological levels, and use external 

linkage, leverage and learning through FDI to develop new competitive advantages, rather than 

exploiting existing internal advantages. Their international expansion is thus driven by resource 

linkage, leverage, and learning (Mathews, 2006), and can be done through joint ventures or 

partnerships. These entry modes are found to have lower risk levels than other modes of entry.   

 

First, linkage is related to the fact that firms need to search for resources in global 

markets, and that these resources can be obtained by linking up with foreign partners. The firms’ 

focus is on advantages than can be acquired externally, instead of internally in the firm. 

Mathews (2006) emphasizes that these latecomer firms have a global orientation. The 

opportunities are to be found in the global-, and not in the firms’ domestic market. To access 

these opportunities, the firms need to link up with foreign firms. Second, links with foreign 

partners can help them leverage resources. However, the leverage potential of resources is 

related to the accessibility of the resources, their imitability, transferability, and substitutability 

(Mathews, 2006). Third, repeated linking and leverage processes increase (organizational) 

learning for firms. This again leads to more effective and performing foreign operations 

(Mathews, 2006). One example is firms that undertake several acquisitions. This increases their 

cumulative acquisition experience, and thus organizational learning.  

 

1.4.3.3 Institutional Theory 

Institutional theory, or the institution-based view, has been argued to be the most 

important theory in explaining internationalization of firms from emerging markets (Meyer & 

Peng, 2016). North (1990) defines institutions as the “rules of the game in society” (p. 3) and 

claims that institutions are the “humanly devised constraints that shape human interaction” (p. 

3). Scott (1995) highlights that institutional theory emphasizes the influences from the external 

systems surrounding organizations. These influences shape both the social and organizational 

behavior of the organization (Scott, 1995). Institutional factors are important in organizations’ 

processes and decision making (Hoskisson et al., 2000). This section goes through the 
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background of institutional theory and argues why institutional theory is important in explaining 

the internationalization of EMNEs. 

 

Institutional theory has at least three intellectual roots; institutional economics, 

institutional theory in sociology and organizational theory, and bargaining theory (Meyer & 

Peng, 2016). They all see institutions as rules under which economic and social actions take 

place (Meyer & Peng, 2016). Hoskisson et al. (2000) highlight the importance of the economic 

(North, 1990) and sociological (DiMaggio & Powell, 1991) anchoring. Table 2 (Meyer & Peng, 

2016) shows examples of literatures (new institutional economics, neo-institutional theory in 

sociology, and bargaining and resource dependence theories) contributing to the institution-

based view in international business and in emerging market research. 
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Table 2: Literatures contribution to the institution-based view in international business (source: Meyer & Peng, 2016) 

Intellectual 

traditions 

Concept of 

institutions 

Exemplar application in IB 

and emerging market research 

Mechanisms of institutional 

impact 

Exemplar studies 

New 

institutional 

economics 

Institutions 

as incentive 

structures 

for utility 

maximizing 

agents 

Adaptation of governance modes 

and organizational forms to 

formal and informal institutions 

in a given context 

Transaction costs and market 

efficiency 

 

Agency relationships 

 

Uncertainty 

 

Competition 

Khanna and Palepu (1999); Meyer (2001); 

Brouthers and Brouthers (2001); Meyer et al. 

(2009) 

Filatotchev et al. (2000); Estrin (2002); 

Aguilera et al. (2015) 

Delios and Henisz (2003); Henisz (2003); 

Banalieva (2014) 

Narayanan and Fahey (2005) 

Neo-

institutional 

theory in 

sociology 

Institutions 

as pressures 

for 

legitimacy 

on 

organization 

and 

individuals 

Adoptation of organizational 

practices and forms by and 

within units of the MNE to 

pressures emanating from 

multiple national contexts 

Institutional change 

 

Interaction of regulatory, 

normative, and cognitive 

pressures 

Institutional dualism 

Newman (2000); Peng (2003); Zoogah et al. 

(2015) 

Clark and Geppert (2006); Mair et al. (2012); 

Shinkle and Kriayciunas (2012); Meyer and 

Thein (2014) 

Kostova and Zaheer (1999); Kostova and Roth 

(2002); Zhao, Luo, & Suh (2014); Stevens et 

al. (2015) 

Bargaining 

& resource 

dependence 

theories 

Institutions 

as MNE-

government 

bargaining 

outcome 

MNEs influencing the regulation 

of infrastructure industries by 

host government authorities 

Obsolescing bargain 

 

Privatization negotiations 

 

 

Political/nonmarket strategies 

 

Political capabilities 

 

NGO activism 

Fagre and Wells (1982); Lecraw (1984); 

Ramamurti (2000); Eden et al. (2005) 

Antal-Mokos (1998); Uhlenbruck and De 

Castro (2000); Meyer (2002); Jiang et al. 

(2015) 

Stopford and Strange (1991); Doh et al. (2012); 

Li et al. (2013c) 

Holburn and Zelner (2010); Wang et al. 

(2012); Li et al. (2013b) 

Doh et al. (2004); Nebus and Rufin (2010) 



First Part: Thesis Introduction 

32 

 

According to the economic root, the role of institutions in an economy is to create order 

and to reduce uncertainty (North, 1990), costs (transaction and information costs), and to 

provide structure to facilitate interactions between actors (Hoskisson et al., 2000). The role of 

institutions for an effective market economy, and thus firms’ strategies and operations, is 

highlighted by Meyer & Peng (2016), who argue that “rules shape the incentives faced by 

economic actors in at least four ways; uncertainty, agency relationships, business transactions, 

and market structures” (Meyer & Peng, 2016, p. 9). Institutions define the choices firms have, 

and consequently the transaction and production cost in an economy. This will again define its 

profitability (North, 1990). However, even if one of the roles of institutions is to reduce 

uncertainty, institutional change and unpredictability lead to increased uncertainty, and thus 

increased costs in markets (Meyer and Peng, 2016). Regarding agency relationships, 

institutions shape the behavior and conflict resolutions in principal-agent or principal-principal 

relationships. Institutions also shape the rules of competition, and market structures are 

important for firm behavior (Porter, 1980). In emerging markets, the competition laws are often 

vague or inconsistently enforced. One consequence is that some firms and business groups 

obtain high levels of market power (Meyer and Peng, 2016).  

 

From the sociological and organizational theory perspective, institutions are analyzed 

as “shared rules, beliefs, and norms that affect legitimacy of behavior in terms of their 

acceptance by the environment” (Meyer & Peng, 2016, p. 11). Institutions can be applied to 

culture and relations. To obtain legitimacy is one of the objectives behind practices and 

strategies undertaken by both firms and individuals (Lu & Xu, 2006). When operating in stable 

institutional environments, pressure for legitimacy leads to an isomorphic behavior, i.e. a 

pressure for similar behavior among firms. In the context of emerging markets, however, 

institutional pressures are often inconsistent and unstable. This has several consequences. First, 

inconsistent institutional pressures may cause institutional voids that lead to an undermining of 

the effectiveness of the market coordination. Another factor is the different levels of 

institutional factors, and thus different institutional pressures, that players within the same 

industry are subject to (business groups, SOEs, foreign investors). Different players are exposed 

to different stakeholders, which reduces the tendency of isomorphism. Second, frequent 

institutional transition in emerging markets lead to less stable institutional frameworks. A 

consequence is the high variations “between leaders and laggards in the adaptations to 

institutional change, and hence reduced isomorphism” (Meyer & Peng, 2016, p. 11). Third, 



First Part: Thesis Introduction 

33 

 

firms with international operations face diverse institutional pressures since they operate in 

different markets with various institutional frameworks. 

 

At the time of the publishing of Hoskisson et al. (2000), the numbers of articles applying 

institutional theory in the context of EMNEs was limited. Hoskisson et al. (2000) argue that 

emerging markets provide a good institutional context to test and develop theories since they 

currently face institutional changes. Since the beginning of the 2000s, institutional theory has 

gained great importance in research on EMNEs. Meyer and Peng (2016) argue that the fact that 

there are higher levels of institutional variations and change in emerging markets, make 

institutions more pertinent in an emerging market context than in a developed market one. 

When studying emerging markets, the understanding of the institutional context is important to 

avoid problems like misinterpretation of data. For example, in institutional theory, both formal 

and informal institutions have been found to interact on multifaceted ways. Research has shown 

that changes in formal institutions not necessarily lead to changed institutional behavior because 

informal institutions are more resistant to change (Meyer & Peng, 2016). Also, when formal 

institutions lack, informal institutions can fill this void (Peng, 2003).  

 

Institutional theory has gained importance in explaining EMNEs’ behavior and 

internationalization (Meyer & Peng, 2016). However, it has been argued that institutional 

explanations have been overstated in an EMNE context (Cui, 2016). Three issues are 

highlighted; the way in which institutions are conceptualized, the theorizing of institutional 

effects, and how the institutional effects are tested. To avoid such issues, researchers must 

clarify the theoretical boundaries of their institutional arguments and improve their empirical 

designs (Cui, 2016).  

 

This section looks at theories that have been developed to explain the international 

behavior of EMNEs. Institutional theory is also studied since it is argued to be the theory that 

best explains the internationalization of EMNEs (Meyer & Peng, 2016), since EMNEs develop 

under rapid institutional change and come from markets characterized by institutional voids.  

The Springboard perspective highlights the accelerated internationalization of EMNEs to 

overcome latecomer disadvantages and liabilities of emergingness (Luo & Tung, 2007). The 

LLL-perspective describes how firms in emerging markets need to link, learn and leverage with 

foreign partners to compete in equal terms as incumbent DMNE (Mathews, 2006).  
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1.5 TOPICS STUDIED ON EMNE 

INTERNATIONALIZATION 

This part goes through different topics that have been studied related to EMNE 

internationalization. I have divided them into why, where and how EMNEs internationalize. 

The first part (why) addresses the antecedents of internationalization, the second part (where) 

discuss entry into other emerging- versus developed countries, and the third part (how) looks at 

different modes of entry by EMNEs.  

 

1.5.1 WHY DO EMNES INTERNATIONALIZE? 

The question of why EMNEs internationalize is complex to address, especially since 

different motives influence the choice of host country and chosen industries of firms for their 

foreign operations. Traditionally, firms are found to be either market-seeking, natural resource-

seeking, efficiency-seeking or strategic asset-seeking when undertaking operations abroad 

(Dunning, 1993). Khanna and Palepu (2010) claim that one of the main reasons to why Western 

firms move into foreign markets, such as emerging markets, is to get access to resources like 

cheap labor, or because of maturing home markets. This aspect is less applicable when 

explaining why EMNEs internationalize as EMNEs already have access to low cost resources 

in domestic markets. Indian and Chinese firms, for example, both have access to cheap labor in 

their domestic markets, but they still have an increasing number of internationalizing firms 

(Tolentino, 2010). To explain this one must look at other factors. The literature resumes several 

motives of international operations of EMNEs that I study in the next sections.  

 

First, it is argued that EMNEs do not possess FSAs or ownership advantages (Madhok 

& Keyhani, 2012), a necessity to undertake successful foreign operations (Dunning, 1988, 

Forsgren, 2008) because they help to overcome the liability of foreignness (Hymer, 1960), or 

the disadvantage of being foreign in a local market. FSAs can for instance be brands, 

technology, patents, or talent. Hennart (2012) has argued that the possession of FSAs is not 

necessary for international expansion of EMNEs since they can be acquired in foreign markets. 

EMNEs internationalize to get access to resources, often intangible asset, with the objective of 

developing FSAs (Cuervo-Cazurra & Ramamurti, 2015; Ramamurti, 2012); they are strategic 

asset-seeking (Deng & Yang, 2015; Gammeltoft, Filatotchev, & Hobdari, 2012). Strategic asset 
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can be technology, brands and R&D (De Beule, Elia, & Piscitello, 2014; Deng & Yang, 2015). 

Some cases of OFDI from emerging markets involve the takeover of firms in developed markets 

that are more advanced than the investing firm in terms of technology, skills and even 

management capabilities (Cui et al., 2014; Deng, 2009; Li et al. 2012; Rui et Yip, 2008).  

 

Second, EMNEs tend to suffer from what is called latecomer disadvantages (Luo & 

Tung, 2007), both in terms of international experience and innovation (Awate et al., 2012). 

These firms need to overcome the latecomer disadvantages and “catch-up”, or aim to achieve 

parity, with DMNEs (Nair, Demirbag, & Mellahi, 2015) to compete in high-end product 

markets. During the last years, there has been an increase in innovative, high-tech EMNEs. 

These firms now internationalize to counterattack Western incumbents in global markets. One 

of the problems met by EMNEs is that they are latecomers compared to their Western rivals, 

and must therefore rapidly access resources such as R&D (Awate et al., 2012). Even if several 

EMNEs start catching-up at the product level they lack innovation capabilities, and thus the 

possibility of taking on a leading position in certain industries. To become industry leaders, 

EMNEs have to develop new innovations; they have to become innovators instead of imitators 

(Awate et al., 2012), but to develop innovations takes time (Van de Ven, 1986). This need of 

“catching-up” may directly influence how EMNEs enter new markets and undertake foreign 

operations; they internationalize at an accelerated pace, often through acquisitions or ISAs 

(Guillén & García-Canal, 2009).  

 

Third, EMNEs internationalize to overcome the liability of emergingness, one issue that 

EMNEs meet when they internationalize, and then particularly into developed markets (Guillén 

& García-Canal, 2009). The liability of emergingness is related both to the assumptions that 

products manufactured by firms in emerging markets are of lower quality than products from 

developed markets, and that they are produced by workers with poor labor conditions (Cuervo-

Cazurra & Ramamurti, 2015). Several scandals over the last years, like the collapse of the Rana 

Plaza in Bangladesh in 2013 that killed more than 350 people, have contributed to this image. 

To acquire brands from developed markets is a strategy that can help them overcome these 

issues. One example is the acquisition of Tetley Tea by Tata Tea to overcome the bad image of 

country of origin (Cuervo-Cazurra & Ramamurti, 2015). 

 

Fourth, EMNEs often do what is called “escape investments”, or institutional escape, 

(Cuervo-Cazurra & Ramamurti, 2015; Stoian & Mohr, 2016); they invest abroad to escape from 
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institutional voids (Yamakawa, Peng, & Deeds, 2008) and from the bad image of coming from 

emerging markets (Cuervo-Cazurra & Ramamurti, 2015). The existence of institutional voids 

leads to, among other things, a lack of protection of IPR (Dikova & van Witteloostuijn, 2014; 

Gaur & Kumar, 2009; Zhang, Li, Hitt, & Cui, 2007). Yamakawa et al. (2008) discuss what they 

call the push and pull effects in emerging markets. First, they claim that discrimination by local 

firms push firms out of their domestic markets. To enter foreign markets becomes a way of 

avoiding the domestic weak institutional environment. In many emerging countries, SOEs are 

prioritized when it comes to governmental help in the internationalization process, leaving other 

firms behind. Regarding the pull effect, Yamakawa et al. (2008) claim that some firms will be 

“pulled” against foreign markets, and then especially developed ones, because of their stable 

institutional framework.  

 

Fifth, EMNEs internationalize to compete with Western rivals (Khanna & Palepu, 

2010), and to turn their “national champions” into “global champions” (Bandeira-De-Mello et 

al., 2015). Governments in several emerging countries actively help national firms to undertake 

international operations, either through direct governmental intervention or through financial 

support. The objectives of these operations are to encourage firms to internationalize to promote 

the country, or the country’s interests, internationally. Many of these firms internationalize with 

political-, instead of business objectives (Chen, Li, Zeng, Ma, & Lin, 2016).    

 

This section addresses the motives that EMNEs have for undertaking operations abroad. 

EMNEs internationalize to build competitive advantage through access to strategic assets, to 

catch-up with DMNEs, to escape from weak institutional environments in home markets, and 

to create global champions.   

 

1.5.2 WHERE DO EMNES INTERNATIONALIZE 

When undertaking foreign operations, EMNEs have the choice between entering 

emerging- or developed markets. One could expect that EMNEs would start by enter emerging 

markets since they possess advantages in operating in institutionally unstable markets (Duysters 

et al., 2009). This gives EMNEs a competitive advantage over DMNEs when it comes to 

emerging market contexts (Khanna & Palepu, 2004a; Xu & Shenkar, 2002), since the 

institutional- and psychic distance is short. The competitive advantages of EMNEs are often 

institution based, and EMNEs will therefore have fewer difficulties exploiting these advantages 



First Part: Thesis Introduction 

37 

 

in other emerging- than in developed markets. Wright et al. (2005) argue that the motive for 

entry into other emerging markets is exploitation since their resources “may be more readily 

applied to the resource situation in similar institutional settings to the one of their home 

country” (p. 12).   

 

However, several international operations by EMNEs are directed, mainly for strategic 

reasons, towards developed markets (Duysters et al., 2009; Yamakawa et al., 2008). Yamakawa 

et al. (2008) argue that EMNEs have enhanced learning opportunities, lower levels of 

institutional- and country risk, and greater market potential, when moving into developed- than 

into other emerging markets. This is supported by Castañer and Genç (2011) who argue that 

firms profit from increased learning and adaptability when they enter distant countries. First, 

by only entering markets with short institutional distance firms will earn too much confidence, 

and consequently loose adaptability. Second, by entering institutionally distant markets, firms 

will increase their knowledge and innovation through a mix of exploration and exploitation. 

This increased knowledge help them improve their level of adaptability. Third, managers get 

an increased global mindset that can help firms when continuing their expansion into other 

countries. Yamakawa et al. (2008) argue that EMNEs can lower the risks and costs of 

internationalization into developed markets if they develop ISAs with local partners. These 

ISAs can help them learn how to do business and develop networks in the host market.  

 

Wright et al. (2005) argue that EMNEs in the early stages of development enter 

emerging markets to exploit skills developed in domestic markets. Emerging markets are more 

accessible since they have more similar characteristics than developed ones (Wright et al., 

2005). Then, EMNEs start to develop exploratory strategies at home before they start moving 

into other emerging markets. Once they have acquired international experience from other 

emerging markets, they start to enter developed markets.  

 

It is argued that different motives will decide whether the firms enter an emerging- or a 

developed market. EMNEs are likely to enter developed markets in search for new resources 

and capabilities, which is needed to increase their global competitiveness (Hoskisson et al., 

2000). Entry into developed markets is a part of their exploration (Wright et al., 2005). Wright 

et al. (2005) highlight that EMNEs do not enter developed markets to obtain short term 

increased performance, but to develop capabilities that they later can transfer back to their 

domestic markets.   
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However, not only motives impact where firms internationalize. EMNEs’ entry into 

developed markets can sometimes be constrained by the host governments. Rugman (2010) 

finds that in the case of strong FSAs, EMNEs have fewer difficulties entering developed 

markets than if they possess weak FSA. The possession of strong FSAs make them able to 

contribute to the local economic and technological development, etc. In Europe, the rapid 

increase of M&As by foreign acquirers is becoming a concern for policy makers. One example 

is the acquisitions by Chinese SOEs that worry host country governments. Two main risks have 

been identified; first, that weak IPR protection in China leads to misappropriation of the 

acquired technology (Li & Hoon, 2016), and second, that there is a political agenda behind 

these acquisitions that can threaten national security (Meyer, Ding, Li, & Zhang, 2014).  

 

At the level of the European Commission attention has been paid to these acquisitions 

as they have recognized that a series of M&As have been undertaken by emerging market firms 

with close ties to domestic governments. These M&As tend to be of companies that develop 

technologies and generate important infrastructure for society and the economy (Le Monde, 

Saturday, September 30th, 2017, p. 3), since EMNEs are more interested in acquiring advanced 

technologies to upgrade their own technological capabilities (Li & Hoon, 2016). In France, 

local regulation requires that foreign acquirers guarantee for keeping the industrial sites, 

decision-making centers, and R&D centers in the country (Le Monde, Saturday, September 

30th, 2017, p. 3). In the US, the president has the right to veto over acquisitions of American 

firms by foreign acquirers. Four times in history this right has been used; all against acquisitions 

by Chinese investors. The last example is current US President Donald Trump’s veto against 

the acquisition of a semi-conductor manufacturer by a Chinese investment company in 

September 2017. The main reason why these four acquisitions were vetoed was because they 

were judged as a potential risk to national security (Le Monde, Saturday, September 30th, 2017, 

p. 3). 

 

1.5.3 HOW DO EMNES INTERNATIONALIZE? 

Firms can internationalize both through exports and FDI. This dissertation focuses on 

FDI. FDI plays an important role for EMNEs. In 2016, 6 of the 20 biggest global investors were 

from emerging markets (Unctad, 2017). It has been argued that EMNEs seek to internationalize 

at an accelerated pace (Tan & Mathews, 2015), and that they tend to internationalize through 
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M&As and ISAs (Guillén & García-Canal, 2009). The academic literature often highlights 

acquisitions as the preferred entry modes for EMNEs (Deng & Yang, 2015; Madhok & 

Keyhani, 2012), leaving the role of ISAs behind. Luo and Wang (2012) have looked at the FDI 

entry of firms into foreign markets. Table 3 summaries different MNE theories and their major 

assumptions’ implications of FDI entry strategies. Some of the theories studied explain the 

internationalization of FDI of traditional DMNEs, while the Springboard perspective and the 

LLL-framework emphasize EMNE internationalization.  
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Table 3: The Multidimensionality of FDI entry strategies and MNE theory summaries 

MNE theories/perspectives Major assumptions Implications on FDI Entry Strategies 

  Location: where Timing: when Investment scale: 

how much 

Monopolistic advantage 

theory: internalization 

theory 

 

Firms invest abroad if the benefits of 

exploiting firm-specific advantages 

outweigh the relative costs of the 

operations abroad 

Firms aspire to develop their own 

internal markets whenever transactions 

can be made at lower costs within the 

firm 

Countries that have 

lower adjustment 

costs (e.g., 

information costs, 

currency risk, etc) 

Countries with low 

transaction costs 

Determined by firms’ 

economies of scale 

and monopoly 

advantages 

Determined by the 

degree and nature of 

competition at home 

and abroad 

Firms internalize 

missing or imperfect 

external markets 

until the costs of 

further 

internalization 

outweigh the 

benefits 

Representative studies Aliber, 1970; Buckley and Casson, 1976, Hennart, 2009; Hymer, 1976 

Uppsala model and related 

hybrid models 

Firms invest abroad based on gradual 

learning and the development of market 

knowledge 

The process of internationalization is 

evolutionary and sequential build-up of 

foreign commitments over time 

Started with less 

psychic distance 

Started with 

networks in which 

the firm already has 

positions 

Path dependent in 

location selection 

Determined by the 

amount of knowledge 

the firm possesses, 

particularly 

experiential 

knowledge and the 

uncertainty regarding 

the decision to 

internationalize 

A sequential and 

successive process 

if followed from no 

regular export, to 

export via agents, to 

establishment of 

overseas 

subsidiaries, to 

overseas production 

Representative studies Johanson and Vahlne, 1977; Johanson and Wiedersheim-Paul, 1975; Welch and Luostarinen, 1988 
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OLI paradigm; matrix of 

firm-specific advantages-

country-specific advantages 

(FSA-CSA) 

Firms possess ownership, location, and 

internalization (OLI) advantages that 

motivate internationalization 

FSA = O, and CSA = L, I = mechanism 

of venturing abroad, based on the firm’s 

specific advantages and the host-

country specific benefits  

Countries that have 

location-specific 

advantaged (e.g., 

natural resource, the 

quality and size of 

the labor force, 

cultural factors, 

tariff and nontariff 

barriers, public 

policies, etc.) 

When firms’ 

competitive or 

monopolistic 

advantages are 

sufficient to 

compensate for the 

costs of setting up 

and operate a foreign 

value-adding 

operation 

Dependent on the 

extent to which 

firms can utilize 

their home-specific 

benefits (e.g. 

property, 

technologies, 

knowledge, 

managerial or 

marketing abilities) 

Dependent on the 

marginal 

internalization costs 

and benefits 

Representative studies Dunning, 1980, 1988; Porter, 1990; Rugman, 1981 

LLL paradigm Firms’ OFDI focuses not only on their 

own advantages, but on the advantages 

that can be leveraged and linked 

externally 

Repeated application of linkage and 

leverage processes may result in 

organizational learning 

Countries that firms 

can gain resource 

through linkage 

with external firms 

Countries where 

firms can leverage 

external linkages 

and learn 

Accelerated 

internationalization 

Determined by firms’ 

desire to overcome 

latecomer 

disadvantages 

Dependent on the 

extent to which 

firms need to gain 

linages 

Dependent on the 

supplies of leverage 

and learning 

activities 

Representative studies Mathews, 2002, 2006; Li, 2007 

Springboard perspective Firms use international expansion 

systematically and recursively as a 

springboard to compensate for their 

competitive disadvantage and latecomer 

disadvantages 

Countries that firms 

can acquire strategic 

resource 

Countries that can 

reduce their 

institutional and 

market constraints 

at home 

Accelerated 

internationalization 

Internally propelled 

by corporate 

entrepreneurship 

Externally boosted 

by government 

support 

Relatively in large 

scales with leapfrog 

trajectories 
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Path departure in 

location selection 

Representative studies Andreff, 2003; Lecraw, 1993; Luo and Tung, 2007; Luo and Rui, 2009 

Taken from Luo & Wang (2012) 
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The rapid internationalization of EMMEs has been explained by the Springboard 

perspective (Luo & Tung, 2007) that identifies two main motives for internationalization; 

access to strategic resources and reduction of institutional- and market constraints in domestic 

markets. By accessing foreign markets, EMNEs can overcome the institutional constraints at 

home. However, they meet several problems in their internationalization. First, they suffer from 

“latecomer disadvantages” (Luo & Wang, 2012), from the liability of foreignness (Madhok & 

Keyhani, 2012; Meschi & Riccio, 2008, Hymer, 1976), and from the liability of emergingness 

(Bandeira-De-Mello et al., 2015; Luo & Wang, 2012).  

 

By accessing new markets directly, through for example acquisitions, these 

disadvantages can be overcome (Luo & Tung, 2007). I also argue that this is the case for ISAs, 

and more specifically international joint ventures (IJVs). Luo and Tung (2007) claim that 

through ISAs, EMNEs can obtain foreign assets such as management expertise and experience; 

they can “integrate local firms more closely into the internal network of their foreign partners” 

(p. 488) (Luo & Tung, 2007). Another aspect with the Springboard perspective is that EMNEs 

can “counter-attack” global rivals’ foothold in their home markets. By “springing” into new 

markets, firms manage to enter international markets and can more easily obtain a solid position 

among their global rivals.  

 

Mathews (2006) studies how EMNEs internationalization can be explained by focusing 

on Asian firms, or the Dragon Multinationals. While DMNEs internationalize by exploiting 

existing assets and resources, EMNEs tend to internationalize to access resources by “linking 

up” with firms abroad (Mathews, 2006). EMNEs further “have had to find innovative ways to 

make space for themselves in markets that were already crowded with very capable firms” 

(Mathews, 2006, p. 14). To do so, EMNEs have searched to enter licensing contracts, or to form 

IJVs or other types of ISAs (Mathews, 2006). Partnerships and joint ventures (JVs) are often 

used to reduce the high level of risk that is related to these firms’ international expansion. 

However, DMNEs firms may have a lot to lose by entering alliances with these firms. The 

EMNEs, on the other hand, “have everything to gain by tapping the resources of others, and 

internationalize explicitly with this goal” (Mathews, 2006, p. 9).  

 

It has been argued that EMNEs tend to effectuate OFDI operations through M&As and 

ISAs (Guillén & García-Canal, 2009). These two types of foreign operations are the focus in 

this dissertation. In financial media, mainly the cross-border M&As of EMNEs have received 
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attention (The Economist, 2012). Several big acquisitions have taken place over the last years 

(Lebedev et al., 2014), often of Western targets. EMNEs tend to buy firms in financial distress 

and pay high acquisition premiums (Hope, Thomas, & Vyas, 2011). These M&As are usually 

undertaken to access strategic assets and to catch-up with DMNEs. However, accelerated 

internationalization can also be done through ISAs to leverage available advantages, and create 

new advantages at the network level, rather than doing it alone at the firm level (Li, 2007).  

 

1.5.3.1 The role of M&As and ISAs in EMNE internationalization 

The question of ownership is important when it comes to foreign operations and OFDI. 

Luo and Tung (2007) argue that EMNEs not yet have developed mechanisms to develop non-

control ownership, since they often lack knowledge of international markets, international 

experience and resources. Non-ownership entry modes thus tend to be more costly (Demirbag, 

Tatoglu, & Glaister, 2009). In the next sections, I focus on the roles of M&As and ISAs in 

EMNEs’ internationalization. EMNEs are found to internationalize at a rapid pace (Madhok & 

Keyhani, 2012), often through M&As and ISAs (Guillén & García-Canal, 2009). This is the 

reason why I focus on these two modes of entry in this dissertation.   

1.5.3.1.1 M&As 

M&As by EMNEs, and then mainly in developed markets, have received increased 

attention in the academic literature over the last years (Deng & Yang, 2015; Madhok & 

Keyhani, 2012; Meyer & Peng, 2016). M&As by EMNEs contribute to EMNEs’ rapid 

internationalization (Madhok & Keyhani, 2012), as they help them to access strategic assets 

and rapidly enter foreign markets (Luo & Tung, 2007). EMNEs tend to focus on high-value 

adding acquisitions (Stucchi, 2012).  

 

For several years, most M&A operations by EMNEs were undertaken in other emerging 

markets, where the firms bought assets from DMNEs’ affiliates (Unctad, 2015). However, over 

the last years, EMNEs have become more active in cross-border M&As in developed markets. 

In 2014, 23% of EMNEs’ total M&A operations were in developed markets, and the number 

accelerated in 2015 when acquisitions by EMNEs in developed markets rose to 47% of their 

total M&A operations (Unctad, 2015). Acquisitions of Western targets has been seen as 

question of pride for EMNEs (Hope et al., 2011), and a part of their dream to become global 
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giants, and to build empires (Deng & Yang, 2015). Hope et al. (2011) highlight the example of 

the acquisition of the UK company Corus by the Indian conglomerate Tata Steel in 2007, and 

claim that a part of this operation was a question of national pride. 

 

Various factors play a role in firms’ choice of M&As as entry mode. First, cross-border 

M&As by EMNEs tend to respond to their strategic objectives, which are access to technology 

and brands (Deng & Yang, 2015). This is explained by their origin in institutionally weak 

environments, and their need to overcome the liability of emergingness (Madhok & Keyhani, 

2012). De Beule et al. (2014) study acquisition behavior by comparing EMNEs and DMNEs’ 

chosen ownership structures when doing acquisitions in developed markets. They support the 

Springboard perspective (Luo & Tung, 2007), and argue that EMNEs use international 

expansion to compensate for their competitive disadvantages, and to access new ownership-

specific advantages. This view is supported by Deng & Yang (2015, p. 162) who argue that 

“cross-border M&As is increasingly becoming an important strategic response for emerging 

country firms to acquire advanced technology and know-how for constraint absorption in host 

countries”. Second, the diversification level of firms impacts whether firms decide to enter a 

M&As or choose another mode of entry (Hennart & Park, 1993). Hennart and Park (1993) argue 

that diversified firms tend to prefer M&As since they already have sophisticated management 

control systems in place that can be exploited in the case of acquisitions. Third, industry 

influences whether a firm decides to internationalize through a M&A. Hagedoorn and Duysters 

(2002) argue that in industries with rapid technological change firms prefer more flexible 

organizational forms, with a high level of uncertainty leading to lower levels of commitment of 

the acquirer. For example, when the technological distance, i.e. difference between the 

technological development of firms, is high, the likelihood of lower commitment is higher (De 

Beule et al., 2014). Also, market growth can impact the choice of entry mode. In countries with 

low market growth, which has been the case for the Western markets over the last years, firms 

choose other entry modes than greenfield ventures, because there is little room for capacity 

expansion (Brouthers & Brouthers, 2000). Fourth, institutional distance impacts the level of 

commitment, with high distance leading to lower commitment (Zhao, Luo, & Suh, 2004). In 

fact, the higher the institutional distance, the harder it is for entering firms to access assets and 

resources embedded in existing firms (De Beule et al., 2014). Fifth, Deng and Yang (2015) find 

that a higher (lower) government effectiveness will lead to fewer (more) cross-border M&As 

in each host country (Deng & Yang, 2015). Sixth, Lebedev et al. (2015) review literature on 

M&As in and out of emerging markets, and identify antecedents of M&A operations; market 
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power, synergy gains, diversification, transaction costs, environmental uncertainty and resource 

dependency, firm characteristics, CEO compensation, hubris and national pride, institutions and 

latecomer disadvantage. Several of these antecedents are common to M&As by DMNEs, but 

the roles of institutions and latecomer disadvantages are unique to the emerging market context 

(Lebedev et al., 2015). 

 

Several hinders related to cross-border M&As have been identified. One important 

aspect is anti-trust legislation (Deng & Yang, 2015). In presence of tough anti-trust legislation, 

other entry modes, such as ISAs are preferred (Deng & Yang, 2015). Also, high government 

effectiveness in host countries can lead firms towards alliance creation, since it may be 

unnecessary to enter through M&As (Das and Teng, 2000). Some countries with high 

government effectiveness may even try to prevent M&As by EMNEs because of national 

interest concerns (Deng & Yang, 2015). Finally, the potential costs of these acquisitions are 

high as knowledge is embedded in firms (Hennart, 2012). This is mainly explained by three 

factors; (1) host country governments may block these acquisitions for EMNEs, (2) it may be 

difficult for the EMNEs to digest the acquired firms because the assets sought may be closely 

linked to other unneeded assets, (3) EMNEs may lack managerial skills to carry out foreign 

acquisitions. In this case, the firms should focus on other entry modes, such as strategic 

alliances. This should mainly be done through equity JVs where the “emerging market firm 

brings access to complementary local assets, such as distribution or natural resources, while 

the foreign firm contributes its proprietary knowledge” (Hennart, 2012, p. 178) 

 

1.5.3.1.2 International Strategic Alliances 

Over the last two decades, ISAs have received increased attention in the academic 

literature because of the increasing number of entered ISAs and IJVs in global markets (Meschi 

& Riccio, 2008). Nielsen (2007) highlights that ISAs respond to an increased importance for 

firms to conduct business across borders. At the same time, ISAs have been increasingly used 

to access external knowledge (Hagedoorn & Duysters, 2002). ISAs have been defined in several 

ways. Li (2013, p. 489) defines ISAs as agreements where all partners are “aiming at governing 

joint decision made by partners in different countries”. ISAs can be equity or non-equity 

agreements (Gulati, 1995a), and can take form as joint ventures, cooperative marketing 

arrangements, licensing or joint R&D projects (Li, Qian, & Qian, 2013). Hennart (1988, p. 361) 
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defines equity JVs as alliances that arise “whenever two or more sponsors bring given assets to 

an independent legal entity and are paid for some or all of their contributions from the profits 

earned by the entity, or when a firm acquires partial ownership of another firm”. Meschi and 

Riccio (2008) define IJVs as “organizational entities created and managed jointly by foreign 

and local firms” (p. 250). 

 

The choice of market entry through ISAs is impacted by several factors. Firms mainly 

enter ISAs because of regulatory reasons (Prevot & Meschi, 2007), to share risks and costs, to 

transfer knowledge-related capabilities, to shape competition, to access markets, to facilitate 

internationalization, to create strategic linkages, to gain legitimacy (Nielsen, 2010), to access 

resources (Hitt et al, 2000), to create synergies, to reduce the liabilities of foreignness, to 

circumvent barriers to entry, and to reduce the potential number of competitors (Lin, Yang, and 

Arya, 2009). The resources and capabilities can allow firms to gain economies of scope and to 

increase productivity and innovation (Hitt, 2015). Nielsen (2010) highlights that the motives of 

entering ISAs can be divided into exploration or exploitation motives. Exploitation is when 

firms use ISAs to speed-up their market entry and to increase their international experience, 

and exploration when, by entering an ISA, a firm can develop a global strategy, a global 

organization and internationalize its value chain (Nielsen, 2010). Yamakawa et al. (2008) 

highlight the importance of ISAs when building ties with DMNEs, and to gain legitimacy.  

 

Scholars (Hitt et al, 2000; Yamakawa et al., 2008; Meschi and Riccio, 2008) have 

focused on how DMNEs enter ISAs abroad. When DMNEs enter emerging markets it has often 

been through the creation of JVs with local firms (Hitt et al., 2000) to “establish footholds in 

emerging economies characterized by high degrees of political and economic uncertainty” 

(Sun & Lee, 2013, p. 1). However, less attention is given to ISAs entered as a part of EMNEs’ 

internationalization process. Research shows that ISAs are a good entry mode for EMNEs into 

foreign countries, and then especially into developed markets to overcome resource deficiencies 

(Yamakawa et al., 2008). Sun and Lee (2013) argue that EMNEs have started forming IJVs 

with developed market partners to improve their technology and enhance innovation. Mathews 

(2006, p. 6) highlight that EMNEs leverage “their way into new markets through partnerships 

and joint ventures”. Regarding JVs, Kogut (1988) argues that the situational characteristics that 

fit the best for a JV are high uncertainty, the willingness to monitor performance and a high 

degree of asset specificity. Nevertheless, high uncertainty levels are highlighted as playing an 

encouraging role in the formation of IJVs over M&As (Kogut, 1988).  
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EMNEs have often gained their first international experience through JVs with foreign 

firms at home (Prevot & Meschi, 2007). This experience has been a source of learning (Meschi 

& Riccio, 2008) in two different ways. First, Meschi and Riccio (2008) propose that EMNEs 

have learned from IJVs with DMNEs in emerging markets. These IJVs are often entered with 

a local company because of regulatory constraints. By working with these DMNEs, EMNEs 

get more knowledge about how these firms operate. This knowledge can later be an advantage 

if the EMNEs search to expand into new markets. Second, EMNEs increase learning from local 

partners when they enter a strategic alliance in a foreign market. By entering an IJV, EMNEs 

can learn from local operations and more easily enter other types of ventures in new foreign 

markets (Meschi & Riccio, 2008). Alliances give firms experience; they develop alliance 

capabilities (Kale & Singh, 2009) that increase the chances of success for future alliances. 

 

When entering a foreign market, whether that is an emerging- or a developed market, 

the entering firm can choose an ISA with a local partner to facilitate implantation and to 

overcome regulatory constraints. ISAs are also the preferred as entry modes when a firm enters 

a new market with high economic growth, or when the country risk is estimated to be high. In 

some cases, the legal environment of the country leaves alliances as the only possible entry 

mode (Contractor and Lorange, 2002). Mathews (2006, p. 65) argues that EMNEs “are firms 

that start from behind, and overcome their deficiencies to emerge as industry leaders, in 

sometimes astonishingly short periods of time, without any of the advantages of the incumbent 

industry leaders. They do so without initial resources, without skills and knowledge, without 

proximity to major markets, and without the social capital that is to be found in regions like 

Silicon Valley. But they succeed despite these initial disadvantages, indeed by turning initial 

disabilities into sources of advantage – by leapfrogging to advanced technological levels, for 

example, or by leveraging their way into new markets through partnerships and joint ventures”.   

 

1.5.4 CONCLUSION 

Different aspects related to EMNE internationalization have been studied in the IB- and 

strategy literature. This part has focused on why, where and how EMNEs internationalize. It is 

important to understand the motives that lie behind EMNEs’ international expansion, where 

they internationalize and how they enter foreign markets to get a good comprehension of this 
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new growing phenomenon, and to address the question of differences between EMNEs and 

DMNEs.  

 

First, the literature has highlighted that EMNEs internationalize to develop FSA, to 

access strategic assets, to overcome the liability of emergingness and to catch-up with 

incumbent DMNEs. Other motives that have been studied are escape from unstable institutional 

environments and creation of global champions. Second, even if it is argued that EMNEs profit 

from a competitive advantage over DMNEs when they enter emerging markets, the tendency 

shows that more and more EMNEs enter developed markets. This is directly related to their 

need of accessing strategic assets and catching-up with DMNEs in global markets. Third, their 

need of catching-up is again related to their chosen entry modes. It has been argued that EMNEs 

prefer ISAs and M&As when entering foreign markets. These entry modes can provide them 

with access to technology, brands and knowledge that they lack. While “traditional” firms build 

upon FSA, like brands and technology, to internationalize, EMNEs lack the latter and thus need 

to access this in foreign markets.  

 

1.5.5 RESEARCH GAPS 

As shown in this introduction, many aspects related to EMNEs’ internationalization 

have been addressed by the scholarly literature. It has even been argued that research on 

emerging markets has reached maturity (Kin et al., 2015), and debated whether EMNEs 

constitute an interesting and important research context (Narula, 2012).  

 

In this introduction, I have shown several arguments given to why EMNEs need 

“special” attention in the IB- and strategy literature. I support these arguments, as their 

increasing international presence is challenging current internationalization frameworks and 

because EMNEs have started to change the competitive landscape of several industries 

worldwide. When looking at the growing importance of FDI flows from emerging markets and 

the number of EMNEs globally, it seems inevitable for scholars to focus on EMNEs’ 

international expansion.  

 

IB- and strategy scholars have highlighted several aspects of EMNE internationalization 

that should be further studied. Luo and Zhang (2016) argue that there is a need to improve the 

understanding of the process of international catch-up, institutional complexity, heterogeneity 
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and typology of EMNEs, as well as host and home country links and global orchestration. Some 

important research questions are: “How do EMNEs use OFDI to compensate for their 

competitive disadvantage and catch-up”, “How do EMNEs use international acquisitions to 

catch-up?”, “How does institutional arbitrage work together with location choice?”, and “How 

does destination country type (developing- versus developed) matter?” (Luo & Zhang, 2016). 

Meyer and Peng (2016) argue that more research is needed on global knowledge creation, since 

emerging markets take on an increasingly important role. This challenges questions related to 

protection of IPR. They highlight that acquisitions of developed market firms by emerging 

market firms meet important challenges related to post-acquisition integration.  

 

I focus on innovation and institutional distance/host country characteristics in the two 

empirical papers in this dissertation. First, as I have shown in this introduction, innovation is 

becoming increasingly important for firms to achieve competitive advantage. Today, it is no 

longer enough for EMNEs to imitate competitors from developed markets. They must become 

innovators; they need to develop their own innovations. This is difficult because of their lack 

of technological know-how, and because of the competitive disadvantages from which they 

suffer in foreign markets. Several scholars have started to focus on this catch-up process (Awate 

et al., 2012), but more research is needed to understand how this process can be achieved. This 

is of importance both to EMNEs themselves, but also to DMNEs, as they will meet new 

competitors in global markets in the coming years. Second, I focus on institutional distance and 

host country characteristics. Luo and Zhang (2016) highlight that more research is needed on 

institutional complexity and home and host country links to understand EMNEs 

internationalization. Harzing and Pudelko (2016) argue that host country characteristics are 

even more important than institutional distance in understanding firms’ choice of entry mode. 

Institutional distance and its impact on firms’ choice of entry mode has been studied by several 

scholars over the last two decades (Harzing & Pudelko, 2016), mainly in the context of 

internationalizing DMNEs (Xu & Shenkar, 2002). However, this construct has been criticized 

for being too simplistic and leading to non-conclusive results (Harzing & Pudelko, 2016). I 

argue that the impact in the context of EMNEs could be different since their motives for 

internationalization differ from the ones of DMNEs (Luo & Tung, 2007), and because the 

implications of high versus low institutional distance is different in the case of EMNEs 

compared to DMNEs. In addition to study the impact of institutional distance, I study whether 

the choice of host country impact EMNEs’ choice of entry modes. I also look at whether 
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institutional distance has a different impact when entry into a developed- versus another 

emerging country.  

 

I study the impact of innovation and institutional distance and host country 

characteristics on the strategic choice of entry modes. EMNEs tend to internationalize through 

acquisitions and ISAs (Guillén & García-Canal, 2009). While acquisitions have received a lot 

of attention in the literature (Lebedev et al., 2014), the role of ISAs has received less attention. 

The role of ISAs, and primarily IJVs, has been largely studied in the opposite direction; when 

DMNEs enter EMNEs (Meschi & Riccio, 2008; Hitt et al., 2000). The importance given to 

ISAs into emerging markets can be explained by regulations imposed by local governments 

(Contractor & Lorange, 2002), like in China and India were JVs have been the only possible 

entry mode in several industries. Research has shown that alliance creation create alliance 

capabilities (Kale & Singh, 2007) that increase the chances of success and increased learning 

in future alliances (Inkpen, 2000). Also, ISAs is a suitable entry mode for emerging country 

firms into foreign countries, and then especially into developed countries in order to overcome 

resource deficiencies (Yamakawa et al., 2008). However, the role of ISAs in the 

internationalization of EMNE has rarely been studied, even if several firms from emerging 

markets enter alliances with firms in foreign markets. In this dissertation, I thus focus on both 

acquisitions and ISAs and different factors that impact the choice between the two types of 

entry modes.  

 

In this dissertation, the two empirical papers focus on only one country of origin; India. 

One of the issues identified in research on EMNEs is the heterogeneity of emerging countries 

and EMNE (Wright et al., 2005). As I discussed under the part on definitions on emerging 

markets and EMNEs, it might be difficult to generalize EMNE research since the context of 

different emerging countries is so different. We know, for instance, that major differences exist 

between India and China, both in terms of country characteristics, but also in terms of 

internationalizing firms. While China has many internationalizing SOEs, Indian 

internationalizing firms tend to be privately owned. However, an increasing number of Chinese 

privately-owned firms are now undertaking cross-border acquisitions (Caiazza, Very, & 

Ferrara, 2017).  As shown in the first essay, and that confirms results found by Luo and Zhang 

(2016), most EMNE research is done on China. I therefore decide to focus on India, which is 

studied to a much lower extent.  
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In the next section (Research objectives), I go further into details of the three different 

research papers.  

1.6 RESEARCH OBJECTIVES 

1.6.1 OBJECTIVES OF DOCTORAL RESEARCH 

This doctoral dissertation investigates a research area that has been increasingly studied 

both in the IB- and strategy literature over the last twenty years; internationalization of EMNEs. 

The liberalization of several emerging markets, and the opening to both inward- and outward 

FDI, has resulted in the rapid internationalization of EMNEs. This rise has caught the attention 

of the academic community that traditionally has focused on internationalization of DMNEs 

into both other developed- but also into emerging markets. 

 

The objectives of this dissertation are to study how different factors impact EMNEs’ 

internationalization strategies, or more concretely the chosen entry modes into foreign markets. 

I address these issues by writing three essays that focus on different aspects of EMNEs’ 

internationalization. The first article is a systematic literature review on EMNEs’ 

internationalization up to 2016. The second and third essays are two empirical essays that focus 

on the impact of institutional distance, host country characteristics and innovation on EMNEs’ 

choice of entry mode.  

 

These factors are important to study for several reasons. First, innovation is becoming 

increasingly important for firms and constitute a driver of competitive advantage (Kumar et al., 

2013). The number of EMNEs that manage to internationalize and gradually catch-up with 

developed market counterparts is increasing (Elango & Pattnaik, 2007). However, they still 

tend to suffer from latecomer disadvantages and liability of emergingness (Khanna & Palepu, 

2010) that need to be overcome to compete in equal terms as DMNEs. How does this impact 

their choice of entry modes? Does the firms’ level of innovation give them preference for one 

entry mode over another? Second, another factor that often is found to impact choice of entry 

mode is institutional distance (Estrin, Baghdasaryan, & Meyer, 2009) or host country 

characteristics. Nevertheless, the construct of institutional distance is being criticized 

(Hernandez & Nieto, 2015). Institutional distance is often measured as an absolute value. This 
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is problematic, since high institutional distance does not have the same implications in the 

context of a developed- and an emerging market. While high institutional distance in the case 

of a developed market often implies entry into an institutionally unstable country, high 

institutional distance for EMNE implies entering a country with stable institutions. It is 

therefore important to look at the impact institutional distance has on EMNEs’ 

internationalization. In addition, Harzing and Pudelko (2016) argue that too much importance 

has been given to the construct of institutional distance, and that one should rather focus on 

other country characteristics when explaining the choice of entry mode. The second essay in 

this dissertation thus focus both on institutional distance and type of host country. I study 

whether institutional distance has an impact on chosen entry modes, whether the type of host 

country has an impact and whether the impact of institutional distance is different regarding the 

type of host country.  

 

1.6.2 THREE RESEARCH QUESTIONS 

In this dissertation, the overall research question is how different factors impact 

EMNEs’ choice of entry mode into foreign markets. Different angles of this question are studied 

in the three essays. In the first essay, I study existing research on EMNEs and ask several 

underlying questions; “How has research on EMNEs’ internationalization emerged (number of 

articles published, division between journals, main authors, research methods, theoretical 

foundations)? Where do we stand in terms of understanding of the internationalization process 

of EMNEs (main findings and contributions)? What are future avenues for research on EMNEs’ 

internationalization?”   

 

The second essay addresses the importance of host country and institutional distance 

and studies how institutional distance and choice of host country impact the chosen entry mode 

of EMNEs. The research question for this essay is: “What is the impact of host country 

characteristics and institutional distance on Indian firms’ choice of entry mode into foreign 

markets?”.  

 

In the third essay, I build upon the need of EMNEs to invest in innovation and catch-up 

with DMNEs. Some EMNEs, however, have managed to invest in innovation and are catching 

up with their developed market competitors. Still, they still suffer from the liability of 
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emergingness and latecomer disadvantages. I therefore ask the question: “What is the impact 

of innovation on EMNEs’ choice between IJVs and M&As when entering foreign markets?”. 

 

1.6.3 STRUCTURE OF DISSERTATION 

This doctoral dissertation is divided into three essays (Figure 1). The first essay is a 

bibliometric study with a structured literature review on research on EMNEs’ 

internationalization in highly ranked academic IB- and strategy journals. I look at the 

development of research on EMNE internationalization and the main topics studied up to the 

end of 2016. I find that there has been a skyrocketing number of articles published since 2010, 

and that the number of published articles doubled between 2015 and 2016. Journal of World 

Business is the journal with the highest number of publications on EMNE internationalization, 

with 32 in total. China is the country that has received the most attention. 38% of the articles in 

the sample were single country studies on China. The article “International expansion of firms 

from emerging market enterprises: A springboard perspective” by Luo and Tung (2007) is the 

most cited with 163213 citations. The research topics covered mainly center around the 

theoretical challenges related to research on EMNEs, internal and external factors of 

internationalization, internationalization patterns, cross-border M&As, and the relationship 

between internationalization and performance. 

 

The second essay addresses issues related to the nature of host country and institutional 

distance. The impact of institutional distance on firms’ choice of entry modes has been studied 

by several scholars. In this essay, I look at how the choice of host country and institutional 

distance impacts the choice of entry modes by EMNEs, and argue that the impact of institutional 

distance will differ in the cases of entry into another emerging- versus a developed market. I 

find that EMNEs tend to opt for acquisitions when entering developed markets, but I find no 

significant results for a preference for a certain entry mode when entering another emerging 

market. Furthermore, I find that institutional distance leads to a preference for IJVs, both when 

entering other emerging markets, and when entering developed markets, thus unvalidating one 

of the hypotheses.  

 

 

                                                 
13 Google Scholar, accessed on June 28th 2017 
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The third essay addresses the importance of innovation, and the impact an EMNEs’ level 

of innovation has on its chosen entry mode into foreign markets. I argue, and find, that firms’ 

level of innovation, measured as R&D intensity, positively impacts EMNEs’ 

internationalization through ISAs, but not through M&As. First, this can be explained by the 

fact that IJVs can provide access to critical resources, such as technological skills, that they 

need to compete with DMNEs. Second, it has been argued that EMNEs have problems related 

to financing that may restrict their international operations. IJVs are seen to be a less costly 

alternative then acquisitions (Hennart & Reddy, 2000). This is explained by several reasons. It 

is argued that EMNEs are mainly strategic asset-seeking. When firms engage in an acquisition 

they acquire both needed and unneeded assets. It has shown to be costly to extract the needed 

assets from the unneeded (Hennart, 2012). Other post-acquisition integration issues may also 

be met (Madhok & Keyhani, 2012). Third, EMNEs can meet opposition in foreign markets 

when it comes to acquiring firms, both from foreign governments and employees of the target 

firms. IJVs, on the other hand, seem to meet less resistance by local governments. Fourth, it has 

been argued that when the level of uncertainty is high, firms tend to turn towards lower 

commitment entry modes.  

 

Figure 1: Structure of dissertation 
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1.7 THREE RESEARCH ESSAYS 

1.7.1 EPISTEMOLOGICAL APPROACH 

The choice of an epistemological approach is an important step when doing research. 

Research is the production of knowledge. This knowledge, and the way in which the researcher 

creates it, depends on several assumptions, both at the ontological and the epistemological level. 

Ontology is related to the assumptions the researcher has of the nature of reality. These 

assumptions shape “the way in which you see and study your research objects” (Saunders, 

Lewis, & Thornhill, 2009, p. 127). Epistemology, on the other hand, questions what science is. 

It refers to “assumptions about knowledge and defines what is acceptable, valid and legitimate 

knowledge” (Saunders et al., 2009, p. 127). The explications of the epistemological 

presuppositions allow the researcher to control the research process and to assure the validity 

of the research (Perret and Séville, 2007). Furthermore, to ask philosophical questions about 

knowledge is important to get a better insight into own research, and to know the 

methodological implications of the epistemological approach (Perret & Séville, 2007).  

 

This dissertation applies a positivist epistemological approach. The aim of this research 

is to understand the broader picture of internationalization of EMNEs. I do not search to explain 

the choices made by each individual firm, but to see whether there is a pattern in EMNEs’ 

internationalization and the factors that impact how they internationalize. The choice of a 

positivist approach impacts the choices of methodology in this dissertation, which applies a 

deductive research design. 

 

1.7.1.1 Epistemological positions  

Perret and Séville (2007) argue that researchers concerned by the legitimacy of their 

research should answer three major epistemological questions:  What is the nature of reality?, 

How is knowledge generated?, and What are the value and the status of the produced 

knowledge? Table 4 resumes the epistemological questions and the responses from the different 

paradigms (positivism, interpretivism, and constructivism). In management science, positivism, 

interpretivism, and constructivism are the most frequently used epistemological paradigms 

(Perret & Séville, 2007).  
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Table 4: Epistemological positions 

Paradigms 

 

Epistemo- 

logical questions 

Positivism Interpretivism Constructivism 

What is the status of 

knowledge? 

Realist hypothesis 

 

There exists an 

essence of the object 

of knowledge 

Relativistic hypothesis 

 

The essence of the object cannot be reached 

(moderated constructivism or interpretivism) 

or does not exist (radical constructivism) 

What is the nature of 

reality? 

Independence 

between subject and 

object 

 

Deterministic 

hypothesis 

 

The world is built of 

necessities 

Dependence between subject and object 

 

 

 

Intentionnalistic hypothesis 

 

 

The world is built of possibilities 

How is knowledge 

generated? 

 

The path of scientific 

knowledge 

Discovery 

 

 

Research formulated 

in terms of « for 

what causes… »  

 

 

Importance of 

explication 

Interpretation 

 

 

Research formulated 

in terms of « what 

are the actors’ 

motives… » 

 

Importance of 

comprehension 

Construction 

 

 

Research formulated 

in terms of « for 

what purpose…» 

 

 

Importance of 

construction 

What is the value of 

knowledge? 

 

 

What are the criteria 

of validity? 

Verifiability 

 

Confirmability 

 

Falsifiability 

Idiographic 

 

Empathy (revealing 

the actors’ 

experience) 

Adequacy 

 

Teachability 

 

 

 

 

 

 

 

Taken from Perret and Séville (2007) 
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1.7.1.1.1 Positivism 

The word positivism comes from “posited”, i.e. “given” (Saunders et al., 2009). The 

focus of positivists is to base their research on a “strictly scientific empiricist method designed 

to yield pure data and facts uninfluenced by human interpretations and bias” (Saunders et al., 

2009, p. 136). Positivist researchers see the world as deterministic, and their role is to gather 

and systematize data. He or she sees reality as something that exists independently from the 

researcher, whose job is to explain reality (Perret & Séville, 2007). 

 

A researcher with a positivist approach uses existing theories to develop hypotheses that 

he or she will test. He or she is looking for causal relationship, and searches to discover 

observable and measurable facts (Saunders et al., 2009). The role of the researcher is to stay 

neutral and detached, both from the research and the data. It is important that the researcher 

does not influence the findings of the research.  For a positivist, reality exists, and is external 

to the researcher that will search to explain and understand it. Table 5 resumes the ontology, 

epistemology and typical research methods of a positivist research approach.  

 

Table 5: A positivist approach 

Ontology 

(nature or reality 

of being) 

Epistemology 

(what constitutes 

acceptable 

knowledge) 

Typical methods 

Positivism 

Real, external, 

independent 

 

One true reality 

(universalism) 

 

Granular (things) 

 

 

Ordered 

Scientific method 

 

 

Observable and measurable 

facts 

 

Law-like generalizations 

Numbers 

 

Casual explanation and 

prediction as contribution 

Typically deductive, 

highly structured, large 

samples, measurement, 

typically quantitative 

method of analysis, but a 

range of data can be 

analyzed 

 

 

 

Taken from Saunders et al. 2009 
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1.7.1.1.2 Interpretivism 

Interpretivism is somehow the opposite to positivism as it sees humans as different from 

physical phenomena. Interpretivists emphasize that humans and their social worlds need to be 

studied under another angle from physical phenomena. Humans create meanings and these 

meanings are what interpretivist researchers aim at studying. This is what separates their way 

of seeing things from for example natural scientists (Saunders et al., 2009). An important 

question is how interpretivists see reality. This question is not directly answered, but it is argued 

that if reality exists, it will never be independent from the mind of the observer. Consequently, 

reality is dependent on the observer.  

 

Interpretivists further highlight that it is difficult to generalize, or create universals laws, 

in social sciences since people from different cultures, backgrounds, or under different 

circumstances, experience different social realities. Their purpose is therefore to contribute to 

a richer understanding through interpretations of social worlds and contexts. Their view of 

organizations is from the “perspectives of different groups of people” (Saunders et al., 2009, p. 

140).  

1.7.1.1.3 Constructivism 

For constructivists, the role of the researcher is to construct or build reality, which is not 

universal or given, together with the actors. The nature of knowledge for constructivists is 

subjective and strongly contextual, as it is dependent on the observer (the researcher). 

Regarding the process of creating knowledge, there is no clear research design to follow, as it 

is created as the research evolves. One therefore talks about knowledge as a process, and not a 

result. This has an important impact on the validity of the knowledge created (Perret & Séville, 

2007), which is an essential discussion for constructivists. Perret & Séville (2007) highlight 

that the constructivists refuse to give one single criteria of validity. However, it has been argued 

that knowledge is true if it fits a given situation.  

 

Constructivism share several characteristics with interpretivism, but they diverge 

regarding the process of knowledge creation and validity criteria (Perret & Séville, 2007). For 

interpretivists, the process of knowledge creation is built upon the 

understanding/comprehension that actors have of reality. They do not focus on explaining 



First Part: Thesis Introduction 

60 

 

reality, but to understand it through the actors’ interpretations. For constructivists, on the other 

hand, the process of comprehension only participates in constructing the reality of the studied 

actors (Perret & Séville, 2007). Constructivist researchers search to construct, or to build, a 

reality. The reality is unknown and depends on the observer. Regarding the validity criteria of 

research, social constructivists refuse to define one unique character of validity, while 

interpretivists divide the validity criteria into the idiographic character of the research and the 

emphatical capacities of the researcher. The idiographical character of the research corresponds 

to the fact that the researcher studies a singular event, and that the studied phenomenon must 

be considered in its context (Perret & Séville, 2007). 

  

1.7.1.2 Epistemological approach and research design 

An important implication of the chosen epistemological approach is the validity criteria; 

what needs to be respected to create valid research? Two main reasoning methods are 

distinguished; deduction and induction (Perret & Séville, 2007). Deduction is when the 

researcher starts his or her research with theory. From already existing literature, the researcher 

starts to develop a research strategy to test the theory (Saunders et al., 2009). Induction, on the 

other hand, is when the researcher starts by exploring a phenomenon before generating or 

building new theory (Saunders et al., 2009). Although the only reasoning recognized by 

positivists as scientifically valid is deduction, it is questioned by interpretivists and 

constructivists. They tend to favor an inductive reasoning approach. Table 6 gives an overview 

over the characteristics of deductive and inductive reasoning.  
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Table 6: Characteristics of deductive and inductive reasoning 

 Deduction Induction 

Logic In a deductive inference, 

when the premises are true, 

the conclusion must also be 

true 

In an inductive inference, 

know premises are used to 

generate untested 

conclusions 

Generalizability Generalizing from the 

general to the specific 

Generalizing from the 

specific to the general 

Use of data Data collection is used to 

evaluate propositions or 

hypotheses related to an 

existing theory 

Data collection is used to 

explore a phenomenon, 

identify themes and patterns 

and create a conceptual 

framework 

Theory Theory falsification or 

verification 

Theory generation or 

building 

 

 

 

The positivist approach of this research leads me to use a deductive reasoning, the only 

methodical reasoning recognized as scientific by positivist researchers (Perret & Séville, 2007). 

The purpose of this doctoral dissertation is to understand what factors impact EMNEs’ 

internationalization into foreign markets by focusing on institutions and innovation. I do not 

search to understand the choice made by each individual firm, but search for a pattern that can 

give a broader picture. The research design is built upon the construction of hypotheses from 

existing theories and current literature; a typical deductive reasoning. The two empirical essays 

in this dissertation tests constructs (institutions and innovation) that already have been tested in 

the literature, but in another context.  These hypotheses are then tested with a data set on Indian 

internationalizing firms over a period of ten years. Table 7 shows the process of a deductive 

research process (Blaikie, 2010).  

 

 

 

 

 

 

 

 

Adapted from Saunders et al., 2009 
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Table 7: The process of deduction 

Process of deduction 

1. Put forward a tentative idea, a premise, a hypothesis (a testable proposition 

about the relationship between two or more concepts or variables) or a set of 

hypotheses to form a theory 

2. By using existing literature, or by specifying the conditions under which a 

theory is expected to hold, deduce a testable proposition or number of 

propositions 

3. Examine the premises and the logic of the argument that produced them, 

comparing this argument with existing theories to see if it offers an advance 

in understanding. If it does, continue 

4. Test the premises by collecting appropriate data to measure the concepts or 

variables and analyzing them 

5. If the results of the analysis are not consistent with the premises (the test 

fails), the theory is false and must either be rejected or modified and the 

process restarted 

6. If the results of the analysis are consistent with the premises, then the theory 

is corroborated 

  

 

 

 

 

 

 

 

 

 

 

 

 

Adapted from Saunders et al., 2009 
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1.7.2 DEVELOPMENT OF DATA SET  

The first paper of this dissertation is a literature review and is therefore not based on the 

data base used in essay 2 and essay 3. Essay 2 and essay 3 are empirical papers which develop 

hypotheses that are tested on a sample of Indian internationalizing firms. In this part, I go deeper 

into the collection of this data. Table 8 summarizes the data used in the dissertation. 

 

Table 8: Data Collection 

Data Set Sample Data Collection Period Used in 

essay 

1 215 articles published 

in 30 academic journals 

(Harzing’s rating Strat 

& Gen and IB journals) 

Ebsco Business Source 

Complete, Science Direct, 

Web of Science 

  2016 1 

2 488 M&As and IJVs of 

Indian publicly listed 

firms from the S&P 

CNX 500 Index firms 

in foreign markets 

SDC Platinum, InFinancials, 

Annual reports, Economic 

Heritage Foundation, 

Hofstede’s 6 cultural 

dimensions 

2004 – 2013 2  

3 288 Indian publicly 

listed firms from the 

S&P CNX 500  Index  

SDC Platinum, InFinancials, 

Annual reports, 

2004 – 2013 3 

 

Essay 2 and 3 test hypotheses on an empirical dataset of firms from India, albeit in 

different ways. While essay 2 uses the firms’ foreign operations as unit of analysis, the unit of 

analysis in essay 2 is on the internationalizing firms. More details of the data are given in the 

essays. I here give a description of the entire data set and its collection to give the reader a good 

understanding of the used data. The focus in this study is Indian firms. I decided to focus on 

only one country for several reasons. I go deeper into the detail of this choice under the section 

“Why India”.  

 

The data were collected from different data sources; SDC Platinum, inFinancials, annual 

reports and firms’ websites. SDC Platinum, which is provided by Thompson Reuters Financial 

Securities Data, is a recognized and often used source for research on ISAs and M&As (Li & 

Ferreira, 2008; Liou, Chao, & Yang, 2016). SDC Platinum is known as the world’s most widely 

used database on M&A operations (Buckley et al., 2016). InFinancials publishes financial data 

and analytics of more than 7,000 publicly firms worldwide. Through this database I accessed 

financial data for the firms in the sample.  
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The data from SDC Platinum were extracted on March 10th, 2015 and covered all 

M&As and ISAs that Indian firms had undertaken over a ten-year period, from 2004 – 2013. 

The extractions were cleaned and the number of foreign operations were grouped per firm. In 

this research, I focus only on publicly listed firm, and use firms from the Indian S&P 500 index 

on December 31st 2013, which regroups firms representing 95% of the capitalization of the 

Indian National Stock Exchange (NSE). I excluded operations that were undertaken by financial 

firms, SOEs (more than 50% state-ownership), foreign firms, and firms that were subsidiaries 

of foreign firms. This was done to only account for “real” EMNEs. To focus on only publicly 

listed firms was a choice done mainly related to the accessibility of data. In emerging markets, 

it can be challenging to access reliable and trustworthy data. Publicly listed firms, however, are 

constrained to publish financial information that comply with current financial regulations. 

Total sample ended up being 288 firms, whereof 166 manufacturing- and 122 service firms.  

  

Regarding the foreign operations, the focus lies on cross-border M&As and IJVs. M&As 

are defined as partial or total acquisitions of the capital of a firm in a foreign market and IJVs 

as an organizational entity jointly created and managed by two or more local and foreign 

partners (Meschi & Riccio, 2008). SDC Platinum defines a cross-border M&As as an operation 

in which a company acquires at least 5% of the capital of a foreign firm14.  

 

The extractions from SDC Platinum contain ISAs and M&As entered by Indian firms, 

both at home and abroad. The focus in this research is only on foreign operations. To identify 

the foreign operations I selected the operations that were entered by Indian firms in foreign 

markets in the 10-year period studied. Regarding the ISAs, the extraction from SDC made the 

distinction between capitalistic- (IJV) and non-capitalistic alliances. Only capitalistic alliances 

(IJVs) were counted for. Regarding the M&As, one problem that arises is that the ownership 

percentage is not reported for all operations. While most of the operations were 100% takeovers, 

I cannot exclude that some of the operations had as ownership percentages as low as 5%. This 

is below the threshold of 10% used by the OECD and Unctad to exclude portfolio investments, 

and thus represents a limitation of this research. However, 5% has been recognized as the limit 

from which the stockholder has a significant influence on the company (Gomez-Mejia, Tosi, & 

Hinkin, 1987). 

  

                                                 
14http://asklib.library.hbs.edu/faq/47760/ http://library.princeton.edu/resource/3951 
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The SDC Platinum base provides the industry of each firm that I coded into high-

technology, medium-high-technology, medium-low-technology and low-technology for the 

manufacturing firms, and knowledge intensive or non-knowledge intensive for the service firms 

according to their SIC codes (that I translated into NAICS codes). I used the classification of 

Eurostat to classify the industries into different levels of technology- or knowledge intensity. 

To get the year of each operation, and the date of inception of the firms, I went through firms’ 

annual reports, websites and financial news. The financial information of each firm, such as 

sales, financial leverage, etc., were extracted from InFinancials.    

 

1.7.3 WHY INDIA? 

Several issues at the methodological- and theoretical level have been identified in the 

context of emerging markets (Hoskisson et al., 2000). First, as discussed earlier in this 

dissertation there is an issue of the applicability of existing theories to the emerging market 

context. Since these theories mainly are based on the internationalization of developed market 

firms, they may not apply to the case of internationalizing EMNEs. Second, another issue is 

access to data, and then especially reliable data, in an emerging market context (Hoskisson et 

al., 2000). Third, the heterogeneity of emerging markets, and thus EMNEs, cause challenges to 

researchers (Hoskisson et al., 2000). This heterogeneity causes problems related to 

generalization, meaning that results from research may be applicable only in the context of the 

studied market. For example, there are several major differences between China and India, and 

consequently between how their firms internationalize.  

 

In this dissertation, essay 2 and 3 are based on data from Indian firms. As a research 

context India is interesting. First, India is one of the emerging countries with the highest 

growth of FDI (Unctad, 2015). Only between 2013 and 2014 the amount of Indian OFDI 

increased by 486% (Unctad, 2015). Second, the main part of the Indian FDI comes from 

private, and not SOEs, which is often the case in China (Hoskisson et al., 2013). It has 

been argued that Indian firms have more difficulties of becoming global giants than for 

instance Chinese firms (Gupta and Wang, 2009). However, they are found to have stronger 

capabilities related to foreign acquisitions and to the degree to which those succeed (Gupta 

and Wang, 2009). They are also far ahead of for example Chinese firms when it comes to 

foreign acquisitions (Gupta and Wang, 2009).  

 



First Part: Thesis Introduction 

66 

 

India is an emerging country characterized by high institutional- but low 

infrastructure- and factor development (Hoskisson, et al., 2013). In the period 1947 to 

1991, the Indian government developed plans to modernize the economy with the goal of 

developing (industry) infrastructure and to reduce the level of foreign dependence (Elango 

and Pattnaik, 2007). These plans inhibited competition from foreign firms since entry by 

foreign actors solely were allowed in certain industries, and then under strict regulations, 

like licensing agreements. In the beginning of the 1990, the liberalization phase of the 

economy begun. Government intervention became less frequent. Several SOEs were 

privatized and foreign firms could enter the country. Entry of foreign investors increased 

competition for domestic firms (Elango and Pattnaik, 2007), and challenged their domestic 

foothold (Gupta and Wang, 2009). Another factor was that Indian firms used OFDI to 

overcome the country’s lack of infrastructure (Hoskisson et al., 2013). Also, 

internationalizing was a way of responding to domestic institutional change (Chittoor, 

Sarkar, Ray, & Aulakh, 2009).  

 

During the last years, India has experienced a rapid internationalization (Unctad, 2015). 

It is today one of the BRIC countries with the highest numbers of finalized overseas deals 

(Unctad, 2010), and high levels of successful integration of foreign operations (Gupta and 

Wang, 2009). The country has a large proportion of privately owned firms that operate in 

knowledge- and technology intensive industries (Nair et al., 2015). The majority of India’s 

OFDI investments come from private firms (Thite, Wilkinson, Budhwar, & Mathews, 2016). 

However, it has been argued that Indian MNEs experience greater difficulties in becoming 

global giants than for instance Chinese firms (Gupta and Wang, 2009). While several Chinese 

firms have moved up the value chain and become competitive in innovation intensive industries, 

Indian firms have met greater difficulty achieving this up-grade. India is, because of these 

reasons, an interesting context for this research. 

 

Several strategically important M&As have been undertaken by Indian firms during the 

last years. Some examples are the acquisitions of the companies Novelis and Jaguar Land Rover 

by ABG and Tata group respectively. These acquisitions were a part of a strategic-asset seeking 

strategy where the firms were searching for intangible assets (Thite et al., 2016). Important 

international strategic alliances have also been signed between Indian firms and firms in foreign 

markets. India has through learning in partnerships with foreign firms built capabilities to 

operate in international markets (Elango and Pattnaik, 2007). Asian Granito, an Indian tile 
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manufacturer, entered an IJV with Panaria, an Italian company in the same industry, in 2013. 

This IJV was created to enhance technical know-how and product quality in addition to increase 

presence in global markets (Asian Granito, annual report 2013-2014, p. 19). Strides Arcolab, a 

pharmaceutical company, entered an IJV with the US firm Sagent Holding Company to jointly 

develop new pharmaceutical products15 in the US market.   

1.8 RESEARCH PAPERS 

1.8.1 ESSAY 1: EVOLUTION OF RESEARCH ON EMNE 

INTERNATIONALIZATION – A LITERATURE REVIEW  

Status:  

To be submitted to the AIB UK and Ireland Chapter conference in Birmingham, 2018  

 

Abstract: 

Research on EMNE internationalization has over the last two decades received 

increased attention in the scholarly literature. This essay focuses on research on EMNE 

internationalization published in high-ranked journals over a period of twenty years. Various 

keywords related to EMNE research were searched for in three databases (Business Source 

Complete, Web of Science and Science Direct) to identify articles addressing the studied topic. 

This gave a total result of 1249 articles. By narrowing down the search to top IB- and Strategy 

journals on the Harzing Journal Quality List, the final sample ended up with a total of 215 

articles in 30 journals. The results show that there has been explosion in the number of 

published papers on this topic, with 2016 as the year with the highest number of publications. 

Furthermore, some journals were identified as being particularly active in publishing research 

on EMNE internationalization. Regarding the country of interest, 38% of the articles in the 

sample are single country studies on China. What concerns research methods, 56% of the 

articles use quantitative methods, while only 15% use qualitative methods. 29% of the papers 

in the sample are conceptual papers. This essay also identifies important topics that have been 

studied in the literature; theoretical challenges, systemic and specific factors related to 

                                                 
15http://www.prnewswire.com/news-releases/sagent-pharmaceuticals-inc-and-strides-arcolab-limited-announce-

collaboration-to-develop-and-market-more-than-25-products-in-the-united-states-58961007.html 
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internationalization, internationalization patterns, influence of ownership, cross-border 

acquisitions, and internationalization – performance relationship. In the future, research on 

EMNE internationalization should focus on the ongoing theoretical debate regarding the 

applicability of traditional internationalization theories to the EMNE context, expand focus 

from China to include other emerging markets to a higher extent, and focus on other ways of 

internationalization than M&As.  

 

1.8.2 ESSAY 2: THE IMPACT OF HOST COUNTRY 

CHARACTERISTICS ON INDIAN FIRMS’ CHOICE OF ENTRY 

MODE  

Status:  

Accepted for publication in Finance Contrôle Stratégie 

 

Presented at the Academy of International Business Annual Conference in Dubai, 2017 

and at the Association International de Management Stratégique (AIMS) Annual Conference 

in Lyon, 2017 

 

Abstract: 

This research aims to determine, in the context of EMNEs, the impact of the nature of 

host country characteristics and institutional distance on the choice of entry modes (acquisitions 

versus joint ventures) into foreign markets. We divide host countries into developed- versus 

emerging countries and institutional distance into formal- versus informal distance, based on 

the work of North (1990). We test our hypotheses on a sample of 487 operations conducted 

abroad by Indian firms. First, our results show that the nature of the host country impacts Indian 

firms’ choice of entry mode. When EMNEs enter developed markets, they prefer acquisitions. 

However, we find no significant results for a preference/lack of preference for a specific mode 

of entry when they choose to locate in other emerging countries. This choice of acquisitions 

when entry into developed markets is coherent with EMNEs’ objectives for foreign expansion; 

rapid access to new markets, to technologies and to brands. It has also been argued that these 

acquisitions are a question of national pride (Hope et al., 2011). In the case of entry through 

joint ventures, EMNEs can meet several difficulties; one of the most important can be to find a 

local partner (Rabbiosi, Elia, & Bertoni, 2012). This is mainly related to the gap in 



First Part: Thesis Introduction 

69 

 

technological- and marketing competences. These problems are met to a lower extent in the 

case of acquisitions, even if EMNEs often suffer from a lack of managerial competences related 

to post-acquisition integration (Meyer & Peng, 2016).  

 

Regarding the impact of institutional distance, we show that the informal institutional 

distance impacts EMNEs’ chosen entry modes. We find that the higher the level of informal 

institutional distance, the lower the propensity of acquisitions. This result is coherent with 

earlier results in the context of DMNEs (Kogut & Singh, 1988); higher distance leads to higher 

uncertainty that again leads to lower engagement. However, we find no significant impact of 

formal institutional distance. In the last part of our study, we look at the impact of institutional 

distance on chosen entry modes by taking into consideration the nature of the host country. The 

results show, contrary to our expectations, that institutional distance plays the same role 

whether the host country is a developed- or an emerging country. This indicates that the role of 

institutional distance is strong compared to the inherent objectives of the operation. This 

research shows that it is necessary to consider both these variables (nature of host country and 

institutional distance) to get a good understanding of EMNEs’ choice of entry into foreign 

markets.  

 

1.8.3 ESSAY 3: INNOVATION AND INTERNATIONALIZATION – 

INDIAN FIRMS’ CHOICE OF ENTRY INTO FOREIGN MARKETS 

Status: 

Rejected after 1st round of revision at Journal of Business Research 

 

Presented at the Strategic Management Society Hong Kong conference in December 

2016 and at the Association International de Management Stratégique (AIMS) Annual 

Conference in Lyon, 2017 

 

Abstract: 

The growing numbers of emerging market multinationals (EMNEs) and the rising 

amount of foreign direct investments (FDI) from emerging markets illustrate the growing 

importance of EMNEs. At the same time, EMNEs meet a pressure to innovate; innovation is a 

substantial source of competitive advantage and a necessity to become industry leaders. Some 
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EMNEs improve their innovation levels, but they suffer from latecomer disadvantages and the 

liability of emergingness. To compete with DMNEs globally, EMNEs need to overcome these 

challenges. Thus, in an emerging market context, closing the gap with DMNEs is one 

motivation for EMNEs’ internationalization. I argue that this impacts their choice of entry 

mode. By focusing on firms from one emerging market, India, I study the role of international 

joint ventures (IJVs) compared to the one of acquisitions in their internationalization strategies. 

Both acquisitions and IJVs can provide rapid entry into new markets (Luo & Tung, 2007), and 

can help EMNEs access both intangible and tangible strategic assets (Guillén & García-Canal, 

2009), which is one of the drivers behind their international expansion. International strategic 

alliances have been found to back EMNEs’ upgrade in global markets (Guillén & García-Canal, 

2009) since they have profited from collaboration and partnerships with foreign firms in their 

own domestic markets.  

 

I demonstrate that firms’ innovation levels have a positive impact on their IJV intensity, 

but not on acquisition intensity. Several arguments could be given to why EMNEs would enter 

more IJVs than acquisitions. First, through strategic alliances in foreign markets the firms can 

get access to critical resources, such as technological skills or brands, that they have need to 

compete in global markets. Nevertheless, EMNEs may have difficulties accessing and 

improving innovation capabilities in foreign markets through IJVs. They tend to have 

difficulties findings partners because of gap in technological and marketing skills (Rabbiosi et 

al., 2012) Despite this, several IJVs are signed between emerging market- and developed market 

partners, both in emerging- and in developed markets every year. Second, problems related to 

financing that may restrict their international operations. IJVs are seen to be a less costly 

alternative then acquisition (Hennart & Reddy, 2000). Through acquisitions, firms buy both 

needed and unneeded assets. It is argued that EMNEs are mainly strategic asset-seeking. 

However, in the case of an acquisition firms acquire both needed- and unneeded assets. To 

extract the needed assets from the unneeded is costly (Hennart, 2012). Other post-acquisition 

integration issues may also be met (Madhok & Keyhani, 2012) as EMNEs lack capabilities to 

handle acquisitions. Third, EMNEs often meet opposition both from foreign governments and 

employees of the target firms, when acquiring firms in foreign markets. Strategic alliances, on 

the other hand, seem to meet less resistance by local governments. Fourth, it has been argued 

that when the level of uncertainty is high, firms tend to turn towards lower commitment entry 

modes. 
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1.8.4 PRESENTATIONS OF RESEARCH WORK 

To get feedback and to improve this research work, the doctoral project and the two 

empirical essays have been presented at French and international conferences (table 9).  
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Table 9: Presentation of research work16 

Presentation Conferences/Workshops/Presentations When 

Doctoral Project 

 

 

 

 

 

 

 

 

 

IAE France Doctoral Workshop 

 

ATLAS-AFMI Annual Conference Doctoral Workshop               

 – Prize for best doctoral communication 
 

Research Seminar, Copenhagen Business School, Department of 

Strategic Management and Globalization  

 

NORD-IB kick-off seminar, Aalto Business School 

 

AIB (Academy of International Business) Annual Conference 2016 

Doctoral Consortium  

 

SMS (Strategic Management Society) Hong Kong Conference 

Doctoral Consortium 

 

AIB Annual Conference 2017 Doctoral Consortium  

Paris, France, March, 2015 

 

Nice, France, June, 2016 

 

 

Copenhagen, Denmark, October 

2016 

 

Helsinki, Finland, November 2016 

 

New Orleans, USA, June, 2016 

 

 

Hong Kong, December, 2016 

 

 

Dubai, UAE, July, 2017 

Essay 2: The Influence of Host 

Country Characteristics on 

Indian Firms’ Choice of Entry 

Modes 

Association International de Management Stratégique (AIMS), 

Annual Conference 2017 

 

Academy of International Business, Annual Conference 2017  

Lyon, France, June 2017 

 

 

Dubai, UAE, July, 2017 

Essay 3: Innovation and 

Internationalization – Indian 

Firms’ Choice of Entry Modes 

into Foreign Markets 

Strategic Management Society, Hong Kong conference 2016 

 

Association International de Management Stratégique (AIMS), 

Annual Conference 2017 

Hong Kong, December 2016 

 

Lyon, France, June 2017 

                                                 
16 This table only shows external research presentations. Presentations at Toulouse Business School and at the Université Toulouse I Capitole are not mentioned 
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Abstract 

EMNE internationalization has over the last two decades received increased attention in 

the scholarly literature. This essay focuses on research on EMNE internationalization published 

in high-ranked journals over a period of twenty years. Various keywords related to EMNE 

research were searched for in three databases to identify articles addressing the studied topic: 

Business Source Complete, Web of Science and Science Direct. This gave a total result of 1249 

articles. By narrowing down the search to top IB- and Strategy journals on the Harzing Journal 

Quality List, the final sample ended up with a total of 215 articles in 30 journals. The results 

show that there has been explosion in the number of published papers on this topic, with 2016 

as the year with the highest number of publications. Furthermore, some journals were identified 

as being particularly active in publishing research on EMNE internationalization. Regarding 

the country of interest, 38% of the articles in the sample are single country studies on China. 

What concerns research methods, 56% of the articles use quantitative methods, while only 15% 

use qualitative methods. 29% of the papers in the sample are conceptual papers. This essays 

also identifies important topics that have been studied in the literature; theoretical challenges, 

systemic and specific factors related to internationalization, internationalization patterns, 

influence of ownership, cross-border acquisitions, and internationalization – performance 

relationship. In the future, research on EMNE internationalization should focus on the ongoing 

theoretical debate regarding the applicability of traditional internationalization theories to the 

EMNE context, expand focus from China to include other emerging markets to a higher extent, 

and focus on other ways of internationalization than M&As.  

 

Keywords: Emerging market multinationals, EMNEs, literature review, bibliometric study, 

systematic literature review
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2.1 INTRODUCTION 

Over the last two decades there has been a rapid rise both in the scale and scope of 

multinational companies from emerging markets. This is illustrated both by increased amount 

of foreign direct investment (FDI) from emerging markets (Unctad, 2013; 2016), and the 

growing number of emerging market multinationals (EMNEs) (Forbes 500). The rising 

phenomenon of EMNEs has caught the attention of scholars in several fields, but mainly in the 

fields of international business (IB) and strategy.  

 

To understand the development of EMNEs is of importance to scholars, to business 

practitioners, and to policy makers and governments, both in developed- and in emerging 

markets. For scholars, EMNEs provide an interesting research context because they challenge 

existing theoretical frameworks on internationalization, and represent an important 

phenomenon in global markets; emerging markets constitute a new laboratory for research on 

IB phenomena (Luo & Zhang, 2016). Also, business practitioners in emerging markets need to 

learn how EMNEs overcome issues related to internationalization and EMNEs’ positions in 

global markets. It is also important to know how EMNEs catch-up with DMNEs. Business 

practitioners from developed markets should understand the strategies of their new competitors. 

For policy makers and governments, both in emerging- and in developed markets, knowledge 

of EMNEs’ development is crucial, because EMNEs can change the international competitive 

landscape, and because they question various macroeconomic factors. Several emerging 

country governments, like China, have supported internationalization of firms with its “China 

goes global” policy that encourages Chinese firms to undertake foreign operations. In 

developed markets, it is important for policy makers to understand the motives behind EMNEs’ 

foreign entry. Especially in the case of acquisitions, several EMNEs have met resistance by 

local governments in host countries because of fear for technology and knowledge leakages to 

emerging markets.  

 

It has been debated whether EMNEs need to be studied under another lens than 

traditional developed market multinationals (DMNEs) (Cuervo-Cazurra & Ramamurti, 2015; 

Wright et al., 2005). Jormanainen and Koveshnikkov (2012) argue that research on EMNEs 

suffers from theoretical inconsistencies, and that it lacks a common theoretical ground. This 
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leads to inconclusive research results (Jormanainen & Koveshnikov, 2012). Some scholars 

argue that “traditional” internationalization theories, like Uppsala model (Johanson & Vahlne, 

1977), the eclectic paradigm (OLI framework) (Dunning, 1988) and International New Venture 

theory (Oviatt & McDougall, 1994) can explain EMNE internationalization (Rugman, 2010). 

Others claim that an extension of existing theories is needed (Cuervo-Cazurra, 2012), while 

some advocate for the development of new theories (Luo & Tung, 2007; Mathews, 2006). 

Several reasons are given to why EMNEs should be studied under another angle than DMNEs. 

On the one hand, it is highlighted that that EMNEs rarely satisfy the conditions of having 

ownership- or firm-specific advantages, a necessity for undertaking foreign operations 

(Dunning, 1988). On the other hand, EMNEs internationalize in another pace than traditional 

DMNEs (Luo & Tung, 2007). It has also been argued that EMNEs expand directly into distant 

countries (Ramamurti, 2004), while DMNEs tend to start internationalization into close 

countries. One could also ask if the reason why “traditional” internationalization theories not 

are applicable is that EMNEs internationalize at another time in history, and under other 

circumstances than the firms that lay the basis for the development of these theories (Cuervo-

Cazurra, 2012). New models and theories have been applied to understand EMNEs’ 

international emergence; the Springboard perspective (Luo & Tung, 2007) and the LLL-

framework (linkage, leverage, and learning) (Mathews, 2006) are two examples. Institutional 

theory has also contributed in understanding the internationalization of these new global players 

(Meyer & Peng, 2016).  

 

To my knowledge, few literature reviews on EMNEs’ internationalization have been 

published in top IB- and strategy journals. In my search, I have identified only two; Luo and 

Zhang (2016) and Jormanainen and Koveshnikov (2012). Luo and Zhang (2016) review and 

analyze articles in 11 high quality management - and IB journals over a period of 25 years (1990 

– 2014). Jormanainen and Koveshnikov (2012) examine publications in 14 top international 

management journals over a ten-year period (2000 – 2010). While Luo and Zhang (2016) focus 

solely on multinational firms, Jormanainen and Koveshnikov (2012) include literature on SMEs 

in their analysis. 

 

Luo and Zhang (2016) argue that there is a need for qualitative and quantitative reviews 

on scholarly literature on EMNEs, but that little effort has been made in responding to this need. 

With this article, I wish to join this call for scholarly reviews on EMNEs’ internationalization. 

This article addresses the literature on EMNEs’ internationalization and tracks the evolution of 
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EMNE research, the main topics covered and avenues for future research by reviewing articles 

up to the end of 2016 published in 30 leading IB- and strategy journals (Harzing, 2017). As the 

year with the highest number of publications was 2016, there is a need of an updated review on 

literature on EMNE internationalization. The Harzing Journal Quality List regroups journal 

rankings from several sources has been used to target journals for literature reviews by several 

scholars (Mian, Lamine, & Fayolle, 2016; Mirc, Rouzies, & Teerikangas, 2017).   

 

I review research on EMNEs’ internationalization from several angles and track its 

evolution from 1996 to 2016 to get a comprehensive understanding of its content and 

development. I aim at answering the following questions: How has research on EMNEs’ 

internationalization emerged (number of articles published, division between journals, main 

authors, research methods, theoretical foundations)? Where do we stand in terms of 

understanding of the internationalization process of EMNEs (main findings and contributions)? 

What are future avenues for research on EMNEs’ internationalization?  

 

I look at the distribution of published articles, the most publishing- and cited authors, 

countries of interest, employed theoretical foundations, paper citations and research methods. 

Further, I also analyze the main topics studied in the literature. Both empirical papers, 

conceptual papers and editorials from special issues are included in this review.  

 

The remainder of this article is as follows. I start by defining emerging markets and 

EMNEs, before I go through the evolution of the literature. I then do a systematic literature 

review on the main topics covered and give concluding remarks and avenues for future research. 

 

2.1.1 DEFINING EMERGING MARKETS AND EMERGING 

MARKET MULTINATIONALS 

The term emerging markets is wide and regroups different types of countries. One can 

find literature on developing markets (Cuervo-Cazurra, 2012; Pant & Ramachandran, 2012), 

transition economies (Dikova & van Witteloostuijn, 2014; Kafouros & Aliyev, 2016), newly 

industrialized economies (Filatotchev et al., 2007), and emerging markets (Luo & Zhang, 

2016). While developing- and emerging markets usually refer to the same group of countries, 

transition economies describe countries that move from being socialist to become market-based 
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(Larimo & Arslan, 2013). Transition economies often refer to  countries from the former Soviet 

Union (Musteen et al., 2014). Newly industrialized countries, on the other hand, usually refers 

to Asian countries, such as Taiwan and China (Filatotchev et al., 2007).  

 

Emerging markets are by Hoskisson, Eden, Lau and Wright (2000, p. 249) defined as 

“low-income, rapid-growth countries using economic liberalization as their primary engine of 

growth”. To be defined as an emerging market, a country must fulfill two criteria; it must have 

a rapid economic growth and a government that supports economic liberalization and free 

markets. Luo and Tung (2007, p. 483) define emerging markets as “representing countries 

whose national economies have grown rapidly, where industries have undergone and are 

continuing to undergo dramatic structural changes, and whose markets hold promise despite 

volatile and weak legal systems” (p. 483). In 2016, Unctad (2017) classifies 125 countries as 

developing economies, and 16 as transition economies, making up a total of 141 emerging 

economies.  

 

Over the last three decades, EMNEs have started to play an increasingly important role 

in global markets. In 2015, 97 firms on the Financial Times top 50017, compared to 63 in 200618, 

were from emerging markets. Luo and Tung (2007, p. 482) define EMNEs as “international 

companies from emerging markets that are engaged in outward foreign direct investments”. 

They focus on OFDI to exclude emerging market-based firms that are exclusively export- or 

import-related, and firms that engage in minor alliance agreements.  

 

For several years, emerging markets ranked as important receivers of FDI (Unctad, 

2010, 2015). Over the last years, however, also OFDI from these markets have started to rise 

rapidly (Unctad, 2015; 2016; 2017). In 2004, the percentage of world OFDI flows from 

emerging markets were 12% (Unctad, 2015). By 2016, it had reached 38% (Unctad, 2017). In 

financial media, mainly cross-border M&As of EMNEs have received attention (The 

Economist, 2012). Several big acquisitions, often of Western targets, have taken place over the 

last years (Lebedev et al., 2014). EMNEs tend to buy firms in financial distress and pay high 

acquisition premiums to access strategic targets (Hope et al., 2011). The first scholarly work to 

exclusively focus on OFDI from emerging markets and EMNEs’ internationalization was Wells 

(1983), who in his book “Third World Multinationals: The rise of foreign investments from 

                                                 
17 https://www.ft.com/ft500?mhq5j=e1 
18http://im.ft-static.com/content/images/adb61f66-f7bf-11da-9481-0000779e2340.pdf 
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developing countries” studied why firms from emerging markets started to move away from 

solely export-related internationalization to invest in branches, joint-ventures and wholly-

owned subsidiaries (WOSs) abroad (Wells, 1983).  

 

During the 1990s, publications on EMNEs started to appear more frequently in scholarly 

journals, but it was not until the beginning of the 2000s, and more intensively from 2010, that 

research on EMNEs started to get more attention from the scholarly community. One reason is 

that research on EMNEs to a certain extent lacked legitimacy among scholars (Meyer & Peng, 

2016). 

 

In the introduction to “The Special Research Forum on Emerging Economies”, 

Hoskisson et al. (2000) showed how different theories and methodologies could be used in 

emerging market research. Over the last years, several international academic journals have 

called for papers addressing EMNE related issues. Peng and Hoskisson (2005), as editors of a 

Journal of Management Studies’ special edition on EMNE strategies, asked for contributions 

from research on EMNEs to the strategy literature. Since then, both Journal of International 

Management (2007; 2010a; 2010b; 2013), Global Strategy Journal (2012), Management 

International Review (2015) and Journal of International Business Studies (2010) have 

dedicated special issues to this topic. The findings in this essay show that 2016 was the top year 

of publications on EMNE internationalization, with a total of 53 publications in leading IB- and 

strategy journals, more than twice as many as in 2015.  

 

Even though EMNEs share similar characteristics, like important government 

involvement in the domestic economy, institutional voids in home markets, importance of 

social networks and business groups, and a tendency to operate in mature industries 

(Gammeltoft et al., 2010), they tend to be heterogeneous. Heterogeneity is an important 

challenge when studying EMNEs (Gammeltoft et al., 2010; Wright et al., 2005). Emerging 

markets is a common term that regroups countries that are at different stages of development 

and with various characteristics. For instance, India and Nigeria are very different countries, 

but they both carry the label “emerging market”. The role of ownership structures varies across 

the countries. While SOEs have played an important role in countries such as China, private 

firms and business groups have been more important actors in the internationalization of Indian 

firms. EMNEs are also often seen as low cost manufacturers. However, several firms manage 
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to move up the value chain and become competitive internationally, also in high tech industries 

(Awate et al., 2012).  

2.2 SCHOLARLY LITERATURE: A SYSTEMATIC REVIEW 

I do a systematic literature review (Cook, Mulrow, & Haynes, 1997; Pittaway, 

Robertson, Munir, Denyer, & Neely, 2004) to track the evolution of research on EMNEs’ 

internationalization, to identify the main topics studied and to find avenues for future research. 

By applying this methodology, I wish to limit bias (Pettigrew, 2006), create transparency, focus 

and clarity (Thorpe, Holt, MacPherson, & Pittaway, 2005). This research methodology also 

makes the research replicable for other researchers (Jones, Coviello, & Tang, 2011).   

 

2.2.1 METHODOLOGY  

The applied methodology follows an eight-step procedure (Appendix A). This 

procedure helps to identify all relevant research published in peer-review journals on EMNEs’ 

internationalization. I do not apply any limitations of the starting point for the publications. The 

first step (step 1) is to define the keywords to search for in three different databases: Web of 

Science, Science Direct and EBSCO (Business Source Complete) (step 2). Four different 

research strategies are used to target articles related to EMNEs’ internationalization. I search 

for each of the key words “emerging econom*19”, “emerging market*”, “developing countr*”, 

and “transition econom*” combined with “OFDI”, “outward FDI”, “cross-border acquisition*”, 

“internationali*”, and “international expansion” in titles, abstracts and keywords. These search 

strategies give a total of 1249 articles in 465 different journals. The following steps help to 

narrow down the number of articles to ensure that the topic is directly related to EMNEs’ 

outward internationalization. I decide to focus on high level scholarly journals because they are 

found to contribute the most to academic development (Jormanainen & Koveshnikov, 2012). 

The starting point is the 58th edition of the Harzing Journal Quality List (Harzing, 2017) that 

regroups 17 different rankings of in total more than 900 academic journals (Harzing, 2017). 

The Harzing Journal Quality list has been used by several scholars to target journals for 

literature reviews (Mian et al., 2016; Mirc et al., 2017). I choose articles that are published in 

                                                 
19 * This sign allows to search for all words starting by the letter preceding the sign 
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IB- and strategy journals on the Harzing Journal Quality list (Harzing, 2017) (step 3). I exclude 

the remaining articles (step 4), and read all the abstracts and introductions to ensure that all the 

articles are related to EMNEs’ internationalization (step 5). I also check for duplicates to ensure 

that no articles are accounted for several times (step 5). I then remove the articles judged as 

non-relevant as well as duplicates (step 6), and end up with 301 articles in 33 journals. I create 

an Excel file in which I note the titles of all the articles in the sample, name of authors, journals, 

year of publication, methodology, country of interest, main topic, type of paper (research paper 

versus conceptual paper), theoretical framework, etc... Several of the articles discuss issues 

related to internationalization, but do not directly address the firms’ foreign operation. Since 

my focus is on EMNEs I narrow down the remaining articles to the ones focusing on OFDI 

(step 7), and exclude articles that for instance, only focus on export related activities (step 8). 

In the end, the final sample comprises 215 articles in 30 journals, whereof 16 General & 

Strategy Journals (61 articles) and 14 IB journals (154 articles). 

 

2.2.2 ANALYSIS OF FINAL SET OF ARTICLES 

2.2.2.1 Distribution of articles per year and per journal 

The first article identified was “Internationalization and competitive catch-up processes: 

case study on evidence of Chinese Multinational Enterprises” (Young et al., 1996). It addresses 

the importance of internationalization (inward and outward) in the catch-up process of EMNEs. 

In the sample, the number of yearly published articles remains stable for several years (Figure 

1), with one publication in 1998, one in 2001, one in 2002 and one in 2006. Two of these papers 

are qualitative, one is quantitative and one is a conceptual paper. From 2007 onwards the 

number of yearly articles starts to rise, but stays stable until 2012 when it starts to rapidly 

increase. A part from two drops (in 2013 and 2015) the number of articles has increased from 

27 in 2012 to 53 in 2016, the year with the highest number of publications. 
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Figure 1: Number of published articles on EMNE internationalization (1996 - 2016) 

 

Figure 2 shows the ten journals with the highest number of publications on EMNE 

internationalization. The numbers in parenthesis correspond to the percentage of publications 

on EMNEs’ internationalization of the total number of publications by the journals in the 

period. Journal of World Business has the highest number, with a total of 32 publications. It is 

closely followed by International Business Review with 29 publications, and Journal of 

International Management with 22. In total, 103 (48%) of the articles were published in either 

Journal of World Business, International Business Review, Journal of International 

Management or Management International Review, making these journals important 

contributors to research on EMNEs. The importance of Global Strategy Journal, which was 

founded in 2011 by the Strategic Management Society, should be highlighted. Despite its young 

age, this journal has rapidly developed and gained a high impact factor with a five-year impact 

factor of 3.6620. A total of 9% of the journal’s publications address topics on EMNE 

internationalization. However, this high percentage compared to the other journals could be 

explained by the low level of total publications because of the date of foundation of the journal.  

 

 

 

 

                                                 
20http://onlinelibrary.wiley.com/journal/10.1002/(ISSN)2042-5805 
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Figure 2: Number of articles per journal (10 journals with the highest number of 

publications on EMNE internationalization) 

 

2.2.2.2 Country of interest 

Most of the articles use a single country research context (54%). The majority of 

EMNEs research focuses on China (Jormanainen & Koveshnikov, 2012). Jormanainen and 

Koveshnikov (2012) study published research on EMNEs’ internationalization in the period 

2000 – 2010, and show that a total of 36% of the publications are single country studies on 

China, compared to 32.2% by Luo and Zhang (2016). My results, with 38% (Figure 3), are 

close to the ones of Jormanainen and Koveshnikov (2012). India comes up with a second place 

(16%). Luo and Zhang (2016) find 12.7% single-country studies on India, which is 3.3 points 

lower than our results. 

  

The importance of China has several explanations. China is the world’s second biggest 

investors in terms of OFDI (Unctad, 2017), and the country has 110 multinationals on the 

Forbes 500 list (Forbes, 2016). Jormanainen and Koveshnikov (2012) suggest that the 

importance given to China, and the phenomenon of internationalizing Chinese firms, can partly 

be explained by the growing importance of Chinese scholars that study firms from their 

domestic market. Deng (2013) suggests that Chinese OFDI could become a major driver of 

theoretical development of EMNEs. However, it has been discussed whether the focus on China 

has become too important. Chinese firms that internationalize is to a big extent fully or majorly 

owned by the state. They do therefore not necessarily have the same objectives as non-SOEs 

(Hennart et al., 2016).  



Second Part: Essay 1 

100 

 

Figure 3: Main countries studied (1996 - 2016) 

 

2.2.2.3 Research methods in EMNE internationalization research 

56% of the articles use a quantitative research methodology. Of the quantitative studies, 

79% are based on secondary data, and only 20% use surveys. Regarding the qualitative studies 

(15%), 27 articles (85%) use a case study research method. 25% of the articles are conceptual 

papers and literature reviews on different EMNE internationalization related topics. These 

different research methodologies could have several explanations. It has been argued that it is 

difficult to get access to good and reliable data in an emerging market context (Hoskisson et 

al., 2000), which could explain the high percentage of secondary data in the quantitative studies.  

 

It has been argued that qualitative research has received increased attention and 

acceptance by high quality international journals over the last years. However, in this sample, 

the number of qualitative studies stays stable over the years, while there is an increase in the 

number of quantitative studies. Of the 53 articles published in 2016, 27 (51%) use quantitative 

research methods with secondary data, while only 5 use qualitative research methods. 12 papers 

were literature reviews or conceptual papers, and 5 papers did not show any clear research 

methods.  
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Figure 4: Research methods in reviewed articles (1996 - 2016) 

 

 

2.2.2.4 Theoretical foundations in EMNE internationalization 

research 

As highlighted in the introduction, several authors have argued that traditional 

internationalization theories come up short when it comes to explain EMNEs’ 

internationalization (Luo & Tung, 2007; Mathews, 2006). Meyer and Peng (2016) argue that 

institutional theory has become the most important to explain the EMNE behavior. Hoskisson 

et al. (2000) focus on three different theories to study strategies on EMNEs; institutional theory, 

the resource-based view, and transaction cost theory. Table 1 resumes some of the main theories 

used to explain the internationalization of EMNEs
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Table 1: Theoretical lenses employed to study EMNE internationalization 

Theoretical lenses employed Authors 

Institutional theory/Institution-based view -  Firm decisions are not solely guided by internal factors of the firm, but 

also by institutional factors that can either facilitate or constrain internationalization. In an emerging market context, 

institutions can help firms to internationalize, but also lead to institutional escapism from institutional voids. Rapid 

institutional changes in emerging markets enhance the importance of institutional theory.  

Wang et al., 2012; 

Quer et al., 2012; Sun 

et al., 2015; Liou, 

Chao, & Yang, 2016 

Resource-based view/dynamic capabilities – The key question in the resource-based view is how firms differ and 

how they develop and sustain competitive advantage. One issue in emerging markets is that the competitive 

advantage is not necessarily transferable abroad. Lack of resources impact the internationalization of EMNEs and 

can explain why they search for entry modes such as cross-border M&As and international strategic alliances 

Gaur, Kumar, & Singh, 

2014; Liang et al., 

2012; Buckley et al., 

2016; Wang et al., 

2012 

Springboard perspective/LLL framework – Theories developed to explain the internationalization of EMNEs. The 

Springboard perspective explains how EMNEs internationalize rapidly to access strategic resources they need to 

become globally competitive. The LLL – model highlights how EMNEs challenge the established positions of 

traditional multinationals and become global competitors by overcoming their lack of resources. It explains how 

latecomer MNEs use external linkage, leverage and learning through FDI to develop new competitive advantage, 

rather than exploitation of existing internal advantages 

Luo and Tung, 2007; 

Elango and Pattnaik, 

2011; Luo and Wang, 

2012; Thite et al., 

2016; Satta, Parola et 

Persico, 2014 

Uppsala model - This theory explains firms’ gradual internationalization by starting with acquiring and integrating 

knowledge of foreign markets before they increase their international commitment. The Uppsala model and the role 

of experiential learning is important when understanding EMNEs’ internationalization. This incremental learning 

process will impact EMNEs’ benefits from internationalization.  

Cuervo-Cazurra, 2007; 

Buckley et al. 2016; 

Kumar and Singh, 

2008 

OLI framework - This framework explains that firms must possess ownership-, or firm-specific advantages 

exploitable in foreign markets to internationalize. It has been discussed whether this framework fails to explain 

EMNEs’ internationalization since they lack ownership-specific advantages to exploit in foreign markets. 

Li, 2007 

Organizational learning theory – Gradual internationalization of firms allow firms to gain from organizational 

learning. In the context of emerging markets, the level of organizational learning will decide how and where EMNEs 

undertake foreign operations. Higher levels of organizational learning will facilitate entry into developed markets.   

Popli, Akbar, Kumar, 

& Gaur, 2016; 
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Rabbiosi, Elia, & 

Bertoni, 2012 

Resource dependency theory – By accessing strategic resources, firms can achieve competitive advantage. The 

Resource Dependency Theory explains how firms search for resources outside of the firm, and is often used to 

explain M&As. The choice of host country and target will depend on the detained resources that the EMNE searches 

for.  

Deng and Yang, 2015 
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2.2.2.5 Most cited papers and authors 

Table 2 ranks the ten most cited papers in the sample. The article “International 

expansion of emerging market enterprises: A springboard perspective” in Journal of 

International Business Studies (JIBS) by Luo and Tung (2007), is the most cited with 1632 

citations21. Four out of ten of the most cited articles were published in JIBS (31% of total JIBS 

publications in sample), four in Journal of World Business (12.5% of total JWB publications in 

sample), one in Global Strategy Journal (10% of the GSJ publications in sample) and one in 

Academy of Management Perspective (50% of the AMP publications in sample). 

                                                 
21 Google Scholar, accessed on June 28th 2017 
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Table 2: Ten most cited articles on EMNE internationalization (1996 - 2016) 

Title Author Journal Year Type of 

paper 

Topic Findings 

International 

expansion of 

emerging market 

enterprises: A 

springboard 

perspective 

 

Luo, Y. and 

Tung, R. 

 

JIBS 

 

2007 

 

Editorial 

 

Develops the 

springboard 

perspective to 

understand the 

internationalization 

of EMNEs 

 

EMNEs internationalize through aggressive 

internationalization and use 

internationalization as a springboard to access 

strategic resources and to overcome 

constraints in home markets. This helps 

EMNEs overcome the latecomer 

disadvantages from which they suffer to 

compete in equal terms as DMNEs.  

Why do Chinese 

firms tend to acquire 

strategic assets in 

international 

expansion?  

 

Deng, P. 

 

JWB 

 

2009 

 

Research 

paper 

 

Addresses the 

strategic asset-

seeking motives of 

cross-border 

acquisitions 

 

EMNEs go abroad mainly to access strategic 

assets and not to exploit their existing assets. 

However, access to strategic assets do not 

guarantee competitive advantage because 

EMNEs do not always have the capabilities to 

integrate the strategic assets sought.  

How emerging 

market governments 

promote outward 

FDI: experience from 

China 

 

Luo, Y., Xue, 

Q., and Han, 

B. 

 

JWB 

 

2010 

 

Conceptual 

paper 

 

Looks at how 

governments can 

develop OFDI 

promoting policies 

 

In China, several policies and measures set by 

the government stimulate OFDI. This articles 

looks at different governmental institutions 

and how they have impacted the OFDI of 

Chinese firms in helping offsetting the 

competitive disadvantages from which 

Chinese firms suffer compared to developed 

market counterparts.  

International 

venturing by 

emerging economy 

firms: the effects of 

firm capabilities, 

home country 

Yiu, D., 

Chung M., 

and Bruton, 

G. 

 

JIBS 

 

2007 

 

Research 

paper 

 

Studies new 

parameters and 

strategic actions 

that firms develop 

to internationalize 

in response to 

The role of home country network ties plays 

an important role in local firms’ international 

venturing.  
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networks, and 

corporate 

entrepreneurship 

institutional 

characteristics in 

emerging markets  

Foreign acquisitions 

by Chinese firms: A 

strategic intent 

perspective 

 

Rui, H., and 

Yip, G. 

 

JWB 

 

2008 

 

Research 

paper 

 

By using a 

strategic intent 

perspective this 

article studies 

cross-border 

acquisitions of 

Chinese firms  

Chinese firms use cross-border acquisitions in 

their internationalization to achieve their 

goals of access to strategic assets. This is 

required to offset their competitive 

disadvantage in foreign markets.  

The American model 

of the multinational 

firm and the "new" 

multinationals from 

emerging economies 

 

Guillén, M. 

and Garcia-

Canal, E. 

 

AMP 

 

2009 

 

Conceptual 

paper 

 

Analyzes the 

internationalization 

process of 

emerging market 

firms compared to 

the one of 

“traditional” 

American 

multinationals 

EMNEs internationalize at an accelerated 

pace, they have weak competitive advantages, 

strong political capabilities, expand 

simultaneously into both other emerging- and 

into developed countries. They use mainly 

external entry modes such as acquisitions and 

alliances, and profit from a high 

organizational adaptability. 

Building capabilities 

for international 

operations through 

networks: a study of 

Indian firms 

 

Elango, B. 

and Pattnaik, 

C. 

 

JIBS 

 

2007 

 

Research 

paper 

 

Seeks to explain 

how learning from 

parental networks 

help emerging 

market firms to 

build capabilities 

necessary for 

international 

expansion 

EMNEs build their capabilities of operating in 

foreign markets through the international 

experience of their parental and foreign 

networks. Furthermore, the network scope of 

firms is important if the network is small or 

medium sized.  

Accelerated 

internationalization 

by emerging markets' 

multinationals: The 

Bonaglia, F., 

Goldstein, A. 

and Mathews, 

J. 

JWB 

 

2007 

 

Research 

paper 

 

Documents how 

emerging market 

firms follow 

different patterns 

To be successful, EMNEs must use global 

competition as an opportunity to build 

capabilities to operate internationally, to move 

into more profitable industries, and to develop 
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case of the white 

goods sector 

 to reach global 

competitiveness 

strategies that help them to catch-up with 

developed market incumbents.  

Do international 

acquisitions by 

emerging-economy 

firms create 

shareholder value? 

The case of Indian 

firms 

 

Gubbi, S., 

Aulakh, P., 

Ray, S., 

Sarkar, MB., 

and Chittoor 

R. 

 

JIBS 

 

2010 

 

Research 

paper 

 

Studies cross-

border acquisitions 

by Indian firms 

and focuses on the 

understanding on 

whether these 

acquisitions are 

value-creating for 

the emerging 

market firms  

When EMNEs acquire firms in developed 

markets they see higher levels of value 

creation than when they acquire targets in 

emerging markets since the resources in 

developed markets tend to be of higher 

quality.  

Reverse innovation, 

emerging markets, 

and global strategy 

 

Govindarajan, 

V. and 

Ramamurti, 

R. 

 

GSJ 

 

2011 

 

Conceptual 

paper 

 

Focuses on reverse 

innovation and 

build up a research 

agenda on the 

topic 

 

Innovation in emerging countries is promoted 

by rapid economic growth. An increasing 

number of firms from emerging markets 

develop innovations that mainly are targeted 

at local markets, but sometimes adapted to 

developed markets. This challenges the 

positions of DMNEs in developed markets.   
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I also look at the most cited scholars in the sample. The total of citations per author is 

calculated as the average of the citations of the articles in the sample22. Yadong Luo is by far 

the most cited author with an average of 323 citations. This high number is mainly explained 

by the number of citations of the article “International Expansion of emerging market 

enterprises: A Springboard Perspective” that was co-written with Rosalie Tung in 2007 and 

published in JIBS, which has been cited 1632 times. After Yadong Luo one finds B. Elango, 

with an average of 131 citations, closely followed by Mario Kafouros, Mike Peng and Junjie 

Hong with over 100 citations in average.  

 

Table 3: Top scholars on EMNE internationalization based on citations 

 

 

 

 

                                                 
22 Total citations of articles in sample/number of articles in sample 
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2.2.2.6 Main topics studied 

In the next part, the main topics identified in the literature selection on EMNE 

internationalization are addressed. I start by focusing on how the theoretical challenges have 

been studied, before going through the internal- and external factors of internationalization, the 

internationalization patterns, the influence of ownership, cross-border M&As, and the 

relationship between internationalization and performance. One of the most studied topics in 

EMNE research is cross-border M&As. Since cross-border M&As have received so much 

attention, it has been studied as an independent section focusing more closely on topics related 

to these operations; antecedents and motivations, institutional factors, ownership, 

completion/abandonment and value creation.  

 

This part has studied the development of research on EMNEs’ internationalization. I 

have identified the most publishing journals, the most cited articles and authors, the research 

methods, the countries studied and the applied theoretical frameworks. It shows that there has 

been a rapid development of EMNE research over the last years. While scholars started to pay 

attention to these new emerging giants in the 1980, there has been a rise in the literature on 

EMNE internationalization since 2010, with 2016 as the top year with 25% of the articles in 

our sample.  

2.3 INTERNATIONALIZATION OF EMNES  

2.3.1 THEORETICAL CHALLENGES 

The question of the differences between EMNEs and DMNEs has received increased 

attention in the scholarly literature over the two last decades (Narula, 2012). Narula (2012) 

claims that there are few reasons that justify significant differences between EMNEs and 

DMNEs, and that these differences will disappear over time. It has been argued that there exist 

similar patterns between FDI of emerging Asian MNEs today, and FDI from developed 

countries 30 years ago, mainly in the case of natural resource- and market-seeking FDI (Kim & 

Park, 2015). However, the motivations behind the international expansion of emerging Asian 

MNEs diverge from the ones of DMNEs (Kim & Park, 2015). While DMNEs internationalize 

to exploit firm specific advantages (FSAs), EMNEs internationalize to build ownership- and 
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firm specific advantages. One historical example is American firms that entered Europe during 

and after WW2 and built their competitive advantage on FSAs (Guillén & García-Canal, 2009) 

like strong brands; they sold “the American way of life”. One famous example is Coca-Cola 

and American cigarettes distributed to American troops during WW2 (Rosenberg, 2009).  

 

One important aspect of the debate regarding differences between EMNE and DMNE 

internationalization is the applicability of “traditional” internationalization theories, like the 

eclectic paradigm/OLI framework (Dunning, 1980), the Uppsala model (Johanson and Vahlne, 

1977), and the International New Venture theory (Oviatt and McDougall, 1994), to an emerging 

market context. While a number of scholars claim that these theories can explain EMNE 

internationalization (Sun, 2009), others argue for an extension (Cuervo-Cazurra, 2012). Some 

claim that new theories need to be developed (Luo & Tung, 2007; Mathews, 2006), and that the 

rise of EMNEs provides a new laboratory for research in IB (Luo & Zhang, 2016).  

 

The discussion on the applicability of “traditional” internationalization theories is wide. 

First, Meyer and Thaijongrak (2013) look at the appropriability of the Uppsala model in an 

EMNE context, and argue that the stages model (Johanson and Vahlne, 1977) provides an 

insightful perspective on EMNEs, but that factors behind EMNEs’ accelerated 

internationalization should be further studied. They apply the case of acquisitions to the model, 

and argue that the model’s underlying process of experiential learning is important to explain 

how firms increase commitment in foreign markets over time, as EMNEs internationalize at 

another pace than firms traditionally studied under the Uppsala model (Meyer & Thaijongrak, 

2013). 

 

Second, the adequacy of the OLI framework (Dunning, 1980) has been tested 

(Moghaddam, Sethi, Weber, & Wu, 2014) by focusing on the motives EMNEs have for FDI. 

Moghaddam et al. (2014) combine the motives of cross-border M&As and the theoretical 

framework of the value chain (Mudambi, 2008), and claim that there exist six main categories 

of FDI motives: end-customer-market seeking, natural resource seeking, downstream and 

upstream knowledge seeking, efficiency seeking, global-value-consolidation seeking, and 

geopolitical influence seeking. EMNEs are mainly end-customer-market seeking, knowledge 

seeking, and global-value-consolidation seeking (Moghaddam et al., 2014). End-customer-

market seeking firms search to ensure guaranteed orders through connection to end-customers, 

firms with knowledge seeking motives seek R&D knowledge, and global-value-consolidation 
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seeking firms search to acquire firms to increase control of their value chains (Moghaddam et 

al., 2014). It has also been argued that EMNEs’ place in the  GVC needs to be taken into 

consideration regarding FDI motives (Pananond, 2015). Traditional FDI motives, like natural 

resource-seeking, market seeking, efficiency seeking, and strategic asset-seeking (Dunning, 

1993), need to be rethought in this context (Pananond, 2015). EMNEs often occupy lower value 

adding positions in the GVC, and may therefore not be able to make OFDI decisions 

independently from their GVC position (Pananond, 2015).  

 

Third, it has been argued that the OLI-model needs extension to EMNE 

internationalization (Li, 2007). Li (2007) argues that the OLI-model might have received too 

much criticism, and that researchers have forgotten to appreciate its strengths, like the role of 

ownership advantage and internalization. However, Li (2007) doubts that the model can be 

directly applicable since it fails to explain how EMNEs achieve initial competitive advantage. 

The model does not in its initial version consider the strategic implications of globalization and 

the role of strategic alliances in MNEs’ internationalization. The OLI-model could therefore be 

integrated in the LLL-framework to explain EMNEs’ internationalization. While the OLI 

framework highlights the internal explanations (strategic intent) of MNE internationalization, 

the LLL-model looks at the external factors (like the role of alliance partners).  

 

Fourth, focus has been given to Rugman’s work (Rugman, 1981) on the CSA-FSA 

(country-specific advantage – firm-specific advantage) framework and its possible extension to 

the EMNE context (Li & Hoon, 2016). The CSA-FSA framework highlights that to be 

successful, a MNE need a strong interaction between its CSAs and FSAs (Rugman, 1981). 

When MNEs enter foreign markets, they suffer from high levels of liability of foreignness, and 

must therefore transfer their FSAs to host markets. This can be problematic for EMNEs as they 

are found to lack FSAs. However, they can develop FSAs based on CSAs, such as natural 

resources, low labor costs, and government support (Li & Hoon, 2016). It has also been argued 

that to show leadership and domestic dominance is more important than having CSAs (Klein & 

Wöcke, 2007). Furthermore, Klein and Wöcke (2007) highlight that EMNEs start their 

international expansion with asset exploitation, before turning toward strategic asset-seeking. 

Narula (2012), on the other hand, claims that FSAs are important in the early stages of 

development of all kinds of MNEs, and that there exists a threshold level needed for a successful 

international expansion.  
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Fifth, EMNEs internationalize at a different pace than DMNEs and they start to 

internationalize at a later time in history (Cuervo-Cazurra, 2012). The contextual factors in the 

world economy are different from the ones when traditional internationalization theories were 

developed (Dunning, Kim, and Park, 2008). EMNEs internationalize in an institutional context 

with lower institutional barriers to FDI than DMNEs when they internationalized several 

decades ago. Transportation and communication systems have also gone through radical 

changes. The rapid expansion of EMNEs could therefore also be explained by a more facilitated 

globalization today compared to some decades ago (Cuervo-Cazurra, 2012).  

 

This section shows that, after two decades of increased research on EMNEs, there is still 

a lack of consensus regarding the applicability of “traditional” internationalization theories. 

This can be explained by several factors; EMNEs are found to have different motives from 

DMNEs for foreign expansion (Pananond, 2015), they follow different internationalization 

patterns by using accelerated internationalization (Luo & Tung, 2007), EMNEs are found to 

lack FSAs (Kim & Park, 2015), a necessity for a successful international expansion, and it has 

been argued that, in the case of lack of FSA, EMNEs derive their advantages from CSAs 

(Bhaumik, Driffield, & Zhou, 2016).  

 

At this point, two main theoretical frameworks have been developed to explain EMNE 

internationalization; the Springboard perspective (Luo & Tung, 2007) and the LLL-framework 

(Mathews, 2006). In addition, institutional theory has been increasingly used to explain 

EMNEs’ international expansion (Meyer & Peng, 2016). However, the importance of 

institutional theory has been contested by scholars who argue that the boundaries of the use of 

institutional theory should be clearer in the future (Cui, 2016). 

 

It has been argued in this part that EMNEs have different motives from DMNEs to 

undertake foreign operations. In addition to different motives there are also other factors, such 

as liberalization of markets and facilitated globalization, that have contributed to the emergence 

of EMNEs. The following part goes through systemic and specific factors of EMNE 

internationalization. 
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2.3.2 SYSTEMIC AND SPECIFIC FACTORS OF EMNE 

INTERNATIONALIZATION 

The internationalization of EMNEs is impacted by several factors. This section focuses 

on the systemic and specific factors related to EMNE internationalization. Systemic factors are 

defined as factors related to the system or environment, while specific factors refer to internal 

factors in firms.  

 

2.3.2.1 Systemic and institutional factors 

Several systemic- and institutional factors have impacted the internationalization of 

EMNEs. The liberalization and opening of emerging countries to both inward- and outward 

FDI have increased domestic competition for local firms and encouraged EMNEs to enter 

foreign markets (Satta et al., 2014). Over the last years, several emerging countries have put in 

place policies to promote OFDI and to facilitate EMNEs’ international development (Dau, 

2012; Luo et al., 2010). The aim of these policies is to offset competitive disadvantages of 

EMNEs in global markets (Luo et al., 2010), and to facilitate market- and strategic asset-seeking 

OFDI (Lu, Liu, & Wang, 2011). In China, for instance, the government has put in place policies 

to help firms access resources that are scare at home. The Brazilian government, on the other 

hand, has focused on helping firms that already are internationally competitive. However, not 

all types of foreign expansion are supported by local governments. In 2017, for instance, the 

Chinese government decided to restrict OFDI operations of Chinese firms in certain sectors, 

like hotels, real estate, entertainment, and gambling, to limit what the they define as “irrational” 

acquisitions of assets. With this limitation, the Chinese government also wanted to lower the 

level of leverage in the financial market, and to avoid a weakening of the yen. Nevertheless, the 

Chinese government continues to encourage investments in sectors that promote the nation’s 

interests23.  

 

Internationalization of EMNEs has led to important improvements in EMNEs’ domestic 

markets. OFDI plays an important role in the domestic economic development (Caseiro & 

Masiero, 2014), often through technological spillover effects (Li, Li, Lyles, & Liu, 2016). 

                                                 
23https://www.bloomberg.com/news/articles/2017-08-18/china-further-limits-overseas-investment-in-push-to-

reduce-risk 



Second Part: Essay 1 

114 

 

Institutional reforms that encourage OFDI can lead to economic development of the home 

country, that again increases the chances of local firms to develop ownership advantages 

exploitable abroad (Stoian, 2013). However, EMNEs’ ownership advantages are often related 

to economies of scale, scope and experience from institutional voids, instead of being based on 

R&D (Stoian, 2013) that could be used to compete with DMNEs globally.  

 

Three types of regulatory home country institutions and their impact on OFDI have been 

studied and reviewed in the Chinese context; overall institutional development, liberalization 

of OFDI policies, and state ownership (Chen, Li, & Hambright, 2016). Chen et al. (2016) 

conclude that the general overall institutional development toward a market economy leads to 

increased OFDI. This effect is contingent on the level of institutional development and firm 

capabilities. Liberalized and supportive policies facilitate OFDI activities in selective areas, like 

mining and high-tech (Chen et al., 2016).  

 

OFDI from emerging countries can be motivated by a wish of escaping institutional 

voids in home markets as institutional voids lead to competitive disadvantages (Stoian & Mohr, 

2016). Stoian and Mohr (2016) propose a framework that extends the institution-based view to 

explain how high protectionism, corruption, and bureaucracy in domestic markets encourage 

firms to undertake OFDI. High protectionism, corruption and bureaucracy lead to resource 

constraints that again enhance escapist FDI. This effect is strengthened by technological 

spillover effects from inward investing MNEs, since they provide local firms with ownership 

advantages that again facilitate internationalization. Institutional change, outward- or inward 

oriented, also impacts the magnitude of international investments by EMNEs (Stucchi, 

Pedersen, & Kumar, 2015). While inward-oriented institutional change increases competition 

in home markets, outward-oriented institutional change has an even stronger effect on EMNEs’ 

internationalization (Stucchi et al., 2015).  

 

Other home-level factors, such as economic growth, perceived institutional hardship, 

competitive pressure, and the level of innovation, influence the scale, timing and location of 

EMNEs’ internationalization (Luo & Wang, 2012). For instance, strong domestic economic 

growth is found to encourage firms to stay, while high competitive pressure encourages 

internationalization. Home institutions and institutional development also impact the EMNEs’ 

location choice, and home institutional development increases EMNEs’ propensity to enter 

developed markets (Wu & Chen, 2014). Home country urbanization and its influence on 
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EMNEs’ international expansion has also been studied (Estrin, Nielsen, & Nielsen, 2016). The 

results show that home country urbanization complements firms’ financial resources when 

expanding abroad, and that it may to a certain extent, substitute internal R&D capabilities 

(Estrin et al., 2016). 

 

Host-country factors also impact OFDI from emerging markets. Both host country (i.e. 

economic performance) and institutional distance have a positive effect on OFDI in the context 

of internationalizing Brazilian MNEs (Amal & Tomio, 2015). High economic performance of 

the host country illustrates trade openness, and strong institutional distance supports the view 

that Brazilian firms tend to invest in countries with stronger institutions than at home (Amal & 

Tomio, 2015). Also in the Chinese context, an impact of host country is found on local firms’ 

internationalization, as Chinese manufacturing firms tend to invest in countries that have 

industry-specific technological advantages relative to China (Li, Li, & Shapiro, 2012). This is 

consistent with knowledge-seeking motives of internationalization (Li et al., 2012). 

Furthermore, host country institutional environment enhances innovation performance of the 

parent of the internationalized EMNEs. However, these effects are more pronounced for 

EMNEs with strong absorptive capacity, and for those diversifying into a larger number of 

countries (Wu, Wang, Hong, Piperopoulos, & Zhuo, 2016).  

 

Several systemic factors are identified to influence EMNEs’ internationalization, both 

at the home country- and the host country levels. The next section looks at the specific, or 

internal, factors on EMNEs’ internationalization. 

 

2.3.2.2 Specific factors 

EMNEs are found to lack FSAs. To develop FSAs, and become globally competitive 

(Young, Huag, and McDermott, 1996), is one of the motives behind EMNEs’ 

internationalization (Pananond, 2015). Thus, to access strategic assets, i.e. advanced 

technology, knowledge, brands and capabilities (Mathews, 2006), are important for EMNEs to 

catch-up, or achieve competitive equality, with global incumbents. Especially, firms that have 

a technology-based competitive advantage and operate in R&D intensive industries tend to be 

driven by search for strategic assets (Lu et al., 2011) to overcome their latecomer disadvantage.  
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Strategic assets-seeking objectives can be divided into resource deepening- (i.e. 

strengthening of the existing portfolio of resources and capabilities), versus resource extension 

(i.e. adding resources and capabilities to existing portfolio) (Gubbi & Elango, 2016). Firms that 

undertake resource deepening acquisitions see higher levels of performance, while no 

significant impact is found on resource extending acquisitions, as resource extending 

acquisitions tend to be more complicated and need more time to become profitable (Gubbi & 

Elango, 2016) than resource deepening ones.  

 

Another necessity in order to achieve global competitiveness is knowledge. Kedia, 

Gaffney and Clampit (2012) explore the drivers of knowledge-seeking FDI, and find that firms’ 

strategic orientation impact the propensity to engage in knowledge-seeking FDI. Then, the type 

of knowledge sought impacts the entry mode and location choice. For instance, Kedia et al. 

(2012) propose that EMNEs are more likely to internationalization through partnerships and 

into developed countries if their knowledge-seeking motive is access to technology, R&D, or 

managerial expertise.  

 

Exposure to foreign competition, governance structure, as well as financial- and 

managerial capabilities also influence firms’ intent to seek strategic assets in foreign markets 

(Cui et al., 2014). Exposure to foreign competition improves the competitive awareness of firm 

as it increases the firms’ awareness of the competence gap between EMNEs and DMNEs. 

Regarding governance structure, it is found that while privately owned firms tend to search for 

strategic assets, no significant results were found for SOEs. Concerning financial capabilities, 

firms with a strong financial base, liquidity and high internal financial capabilities can take 

higher risks when it comes to acquisition of strategic assets abroad. Also, managerial 

capabilities lead to higher awareness of global competition and ability to manage foreign 

operations, as they enable firms to carry out strategic-asset seeking FDI (Cui et al., 2014)  

 

Bhaumik et al. (2016) focus on how EMNEs develop advantages from CSAs (i.e. 

economies of scale or access to natural resources). This is opposed to DMNEs that more often 

derive their advantages from FSAs like technology. Klein and Wöcke (2007) look at how 

EMNEs have managed to developed FSAs in countries suffering from deficiencies in human 

capital and market- and technological resources. They find that transfer of intangible knowledge 

across national border, and not export of finished goods, is the main driver of EMNEs’ 

international expansion (Klein & Wöcke, 2007).  
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When undertaking foreign operations, EMNE use various strategies to circumvent the 

resource challenges they face at home. To overcome resource limitations (Kedia, Rhew, 

Gaffney, & Clampit, 2016; Wasowska, Obloj, & Ciszewska-Mlinaric, 2016), and to access 

resources and knowledge that enables to extend their competitive advantage (Williamson, 

2015), are important in EMNE internationalization. A review of different streams of literature 

of Third World multinationals shows that resources are important in determining EMNEs’ 

international success (Pananond & Zeithaml, 1998). In the long run, the accumulated expertise 

of the firm, and the exploitation of resources, will become more significant. Kedia et al. (2016) 

propose that EMNEs, because of resource deficiencies, are more dependent on the external 

environment; resource deficiencies can be overcome through cooperation and coopetition with 

DMNEs at home and abroad. EMNEs’ foreign expansion and their ability to create ownership 

advantages, is built both upon the firms’ capacity to acquire and absorb resources. Another 

option is to identify market niches that has not yet have been occupied by DMNEs (Kothari, 

Kotabe, & Murphy, 2013). 

 

Informal institutional factors are important in EMNEs’ internationalization. Neo-

institutional theory explains how firms try to adapt to other organizations’ behavior to obtain 

legitimacy (DiMaggio & Powell, 1991). Li and Ding (2013) study firms’ isomorphic behavior 

(i.e. a pressure for similar behavior among firms), and find that three types of isomorphic 

pressures (coercive, mimetic, and normative) impact EMNEs’ internationalization. These 

results show that not only business opportunities initiate internationalization, but also a firm’s 

search for legitimacy. Coercive pressure represents pressure from government mandates or key 

organizations, mimetic pressure is caused by the need to reduce uncertainty by imitating the 

behavior of legitimate organizations, and normative pressure which originates from a common 

cognitive understanding and definitions of norms (Li & Ding, 2013). Institutional capabilities 

(heuristics, skills, and routines that enable a firm to navigate in a context of institutional voids) 

are also important. Some EMNEs develop proprietary FSAs (i.e. institutional capabilities) to 

span voids in the existing institutional fabric (Carney, Dieleman, & Taussig, 2016). Political 

connections and formal institutions at home play an important role in shaping EMNEs’ 

strategies of outward internationalization (Du and Luo, 2016). Other drivers that have been 

highlighted are domestic reputation, exploitation of stocks of prior knowledge, and exploration 

of the benefits of incoming knowledge flows (Yamakawa et al., 2008). 
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In addition to motives like strategic asset-seeking, access to resources, and catching-up 

with DMNEs, other factors impact EMNE internationalization. First, managers’ international 

experience enhances firms’ level of international expansion (Tan and Meyer, 2010; Cui, Li, 

Meyer, & Li, 2015; Lu, Liu, Filatotchev, & Wright, 2014; Sahaym & Nam, 2013). Second, 

product diversification has an adverse effect on international expansion of business groups from 

emerging markets  (Kumar, Gaur, & Pattnaik, 2012). This is explained by the fact that 

diversified business groups profit from advantages they have developed in institutionally weak 

markets that lack efficient market mechanisms. Third, Luo, Zhao, Wang, and Xi (2011) claim 

that the internationalization of private EMNEs is encouraged by exploitation of FSAs and by 

“circumventing market imperfection residuals embedded in home country economic 

transformation” (p. 433). Chinese private firms may have ownership-specific advantages in 

corporate governance (inherited from M&As of SOEs). This, combined with inward 

internationalization, increase their outward internationalization.  

 

As a result of their lack of FSA, strategic assets, institutional background and late 

internationalization, EMNEs suffer from latecomer disadvantages and the liability of 

emergingness. The latecomer disadvantages manifest themselves both in terms of lack of 

international- and innovation experience (Awate et al., 2012). The liability of emergingness is 

defined as “additional disadvantage that EMNEs tend to suffer from (over other DMNEs) by 

virtue of being from emerging markets” (Madhok & Keyhani, 2012, p. 28). Klossek, Linke and 

Nippa (2012) focus on how EMNEs copes with obstacles in developed markets to reduce the 

liability of foreignness. The liability of foreignness is a problem faced by all internationalizing 

firms. They argue that EMNEs increase their institutional experience through international 

experience. However, the level of liability of foreignness depends on the chosen entry mode. 

In the case of acquisitions, firms focus more on mitigating the liability of foreignness than in 

the case of Greenfield ventures (Klossek et al., 2012). To overcome these challenges are issues 

EMNEs must face to compete in equal terms as DMNEs in global markets. 

 

Several systemic- and specific factors have been identified to explain EMNE 

internationalization. Thanks to economic liberalization and opening-up of markets to foreign 

competition, and later internationalization of local firms, EMNEs have started their foreign 

expansion, and are now becoming global giants. This expansion is explained both by home- 

and host country factors and encouragement from local governments, but also by firms’ own 

internal motivations and challenges. EMNEs’ must develop competitive advantage through 



Second Part: Essay 1 

119 

 

access to strategic assets and resources they lack at home, and by moving up the GVC. Then, 

they must overcome the liabilities of emergingnness and latecomer disadvantages and catch-up 

with DMNEs.  

 

2.3.3 INTERNATIONALIZATION PATTERNS 

How do EMNEs internationalize? What make them move from exports to OFDI? How 

do firms decide whether to engage in OFDI or not? How do they internationalize once this 

decision has been made, and where do firms locate their foreign operations? This part looks at 

how the literature on EMNE internationalization has responded to these questions.  

 

2.3.3.1 From exports to OFDI 

The question of why some firms move from exports to OFDI has been addressed by 

scholars. Wei, Zheng, Liu & Lu (2014) argue that productivity, technology-based capabilities, 

export experience, industry entry barriers, subnational institutions and intermediary 

institutional support are factors that impact this decision in the case of privately-owned firms. 

In the context of China, Wei et al. (2014) find that, contradictory to previous research on change 

from exports to OFDI that shows that the less productive firms stay in the domestic market, the 

more productive firms engage in exports and the most productive firms undertake OFDI. Firm 

productivity negatively impacts EMNEs’ change from exports to OFDI. It seems that EMNEs 

do not mainly move from exports to OFDI to exploit their competitive advantage, but to access 

strategic assets abroad, and improve their future profitability. To access strategic assets abroad 

is mainly done through high control modes, such as OFDI.  Exports is not enough to achieve 

this technological upgrading. Technology-based capabilities are found to positively impact the 

shift from exports to OFDI, which could imply that some EMNEs have managed to develop 

competitive advantage thanks to a large domestic market and competitive industry conditions. 

Private firms are under constant competitive pressure from SOEs and foreign firms, and those 

that manage to survive this competition have used the domestic market as a training ground and 

established the internal capabilities needed for OFDI (Wei et al., 2014). These firms have a 

greater absorptive capacity, which is important when accessing technology in foreign markets.  

 

Export experience, industry entry barriers, and intermediary institutional support also 

impact the shift from exports to OFDI. First, the positive impact of export experience is 
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explained by learning from foreign markets, increased legitimacy and market knowledge that 

provide firms with better internationalization capabilities. Second, firms operating in industries 

with lower industry barriers are more likely to engage in OFDI, as low industry barriers at home 

leads to increased competition. Third, Wei et al. (2014) find that strong IPR protection helps 

firms to expand to OFDI. At the same time, the results show that private firms go abroad to 

escape from government inferences and regulatory uncertainties. Fourth, intermediate 

institutional support is the last factor found to positively impact the change from export to 

OFDI. This result shows that both industry associations and intermediary organization are 

important when it comes to private firms’ decision to engage in OFDI. This confirms earlier 

research showing the importance of government involvement in China’s OFDI (Wei et al., 

2014).  

 

Furthermore, firms with high international experience, service firms, and firms with 

business group affiliation, are more likely to shift from exports to OFDI (Gaur et al., 2014). 

International experience is a success factor for foreign operations. Firms that previously only 

have exported may lack host-country specific experience, even if they profit from the 

accumulated knowledge of operating in foreign markets. Also, service firms have higher 

tendency to move from exports to OFDI. This can be explained by a smoother institutional 

transition in service industries compared to manufacturing ones. One example is in India where 

it has been relatively easy to put in place reforms needed for OFDI operations in service 

industries. Another important aspect should be mentioned; the intangibility of services that 

makes exports difficult (Xue, Zheng, & Lund, 2013). Last, but not least, affiliation to business 

groups provide firms with capabilities, like reputation and resources, and access to both 

internal- and foreign capital. These advantages make it easier for firms to take higher risks, and 

thus internationalize into foreign markets (Gaur et al., 2014).  

 

In the context of Multilatinas, or multinational companies from Latin America, changes 

in the home country induced firms to upgrade to international levels and encouraged Latin 

American companies to undertake OFDI (Cuervo-Cazurra, 2008). Furthermore, Cuervo-

Cazurra (2008) argues that Multilatinas mainly use four different strategies to expand abroad; 

(1) they start in countries that are proximate in culture and development, (2) they start in 

countries that are distant in culture and development, (3) they start in countries that are 

culturally proximate but distant in development, and (4) they start in countries that are culturally 

distant but proximate in development.  
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2.3.3.2 How do EMNEs internationalize? 

The internationalization patterns of EMNEs have been studied by many, and is a part of 

the discussion of the applicability of existing internationalization theories. Hong, Wang, and 

Kafouros (2015) look at how EMNEs expand abroad by internalizing home country institutional 

advantages, like government involvement, and examine the impact of state- and institutional 

idiosyncrasies on EMNEs’ internationalization. They find a strong effect of state ownership, as 

state ownership may help firms to overcome information, transaction and resource constraints, 

and influence how managers allocate resources. Cuervo-Cazurra (2007) focuses on the 

sequence of value-added activities in the internationalization of EMNEs. He identifies three 

alternative sequences; firms can start multinationalizing with marketing subsidiaries in all 

countries, they can start multinationalization with production subsidiaries in all countries, or 

they can have marketing subsidiaries in some countries and production subsidiaries in others 

(Cuervo-Cazurra, 2007).  

 

Gonzalez-Perez and Velez-Ocampo (2014) study the internationalization processes of 

30 Colombian multinational firms and present a theoretical overview and a conceptual 

framework of EMNEs. They find that Colombian firms traditionally start their 

internationalization by exporting, but that they prefer M&A to greenfield investments or joint 

ventures when entering foreign markets. This result is supported in Pillania’s (2008) study of 

the internationalization process of the Indian company Bharat Forge, that started off with 

exports before moving on to acquisitions.  

 

Wang and Suh (2009) claim that a re-conceptualization of firms’ internationalization is 

needed to understand the rapid global expansion of firms over the last 20 year. A catch-up firm 

may struggle to obtain the benefits of an integrated global strategy and may face greater 

difficulties than existing players, particularly in learning to adjust to the company's new 

strategic direction. Nevertheless, latecomers show a shorter learning process than their well-

established rivals, thanks to advances in technology, and by a better understanding of the 

globalization process. Development of existing resources, learning of new skills, and 

innovation are important in the game of catching-up (Wang & Suh, 2009).  

 

Several scholars have tried to develop theoretical frameworks to explain EMNE 

internationalization. Two of the most well-known frameworks are the Springboard perspective 
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(Luo & Tung, 2007) and the linkage, leverage, and learning (LLL) model (Mathews, 2006). 

According to the Springboard perspective (Luo & Tung, 2007, p. 480) “EMNEs use 

international expansion as a springboard to acquire strategic resources and reduce their 

institutional and market constraints at home”. Foreign expansion thus consists of acquiring 

strategic assets, such as sophisticated technology or advanced manufacturing know-how. This 

aggressive form of internationalization helps firms to overcome the latecomer disadvantage 

from which they suffer, and thus compete in global markets (Luo & Tung, 2007). The LLL-

model (Mathews, 2006) shows how firms from the Asia-Pacific region manage to challenge the 

established positions of traditional multinationals and become global competitors. Mathews 

(2006) argue that EMNEs’ international expansion is driven by resource linkage, leverage, and 

learning. First, linkage is related to the fact that firms need to search for resources in global 

markets. This can be achieved by linking with foreign partners, through joint ventures or 

partnerships, since these entry modes are found to have lower risk levels than other modes of 

entry. Second, the links with foreign partners can help them leverage resources and is 

“concerned with how accessible such resources are – with their imitability, or transferability, 

or substitutability” (Mathews, 2006, p. 9). Third, by repeatedly linking and leverage processes, 

firms increase their organizational learning and thus perform foreign operations more 

effectively (Mathews, 2006).  

 

In addition, Guillén and Garcia-Canal (2009) focus on the internationalization patterns 

of EMNEs and to which extent they differ from what they call the “American Model of the 

Multinational firm”, built on the exploitation of firm-specific capabilities and a gradual country-

by-country approach. They argue that while traditional MNEs use a gradual speed of 

internationalization, the new MNEs internationalize at an accelerated pace. Also, as EMNEs 

have weak competitive advantages, they need to upgrade their resources to become globally 

competitive. While traditional firms are used to operate in stable political environments, 

EMNEs have developed strong political capabilities in unstable political environments. 

Regarding the expansion path, EMNEs enter developed- and emerging markets simultaneously, 

while traditional MNEs move from less to more distant countries. Last, but not least, while 

traditional MNEs tend to go for internal growth when internationalizing, EMNEs prefer 

alliances and acquisitions.  

 

As highlighted by Luo and Tung (2007), Mathews (2006) and Guillén and Garcia-Canal 

(2009) EMNEs tend to use accelerated internationalization to overcome their latecomer 
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disadvantages. This accelerated internationalization has also been studied by Tan and Mathews 

(2015) and Bonaglia, Goldstein, & Mathews (2007). Tan and Mathews (2015) look at how 

large, industrial EMNEs internationalize at an accelerated pace, and argue that accelerated 

internationalization is a part of the LLL-model. First, firms enter various types of partnerships 

with DMNEs to tap into technological resources. Second, they build their capabilities by seizing 

opportunities and exploit both the partners’ and their own advantages. Third, they learn from 

DMNEs that are technological leaders. This leads to indigenous innovation (Tan & Mathews, 

2015).  

 

EMNEs’ capacity to turn their latecomer disadvantage into a source of competitive 

advantage comes from their ability to use global competition to build capabilities, to move into 

more profitable industries, and to adopt new strategies (Bonaglia et al., 2007). The rapid 

prominence of EMNEs is also explained as a result of their fast-paced internationalization of 

EMNEs’ into both emerging- and developed markets, the rapidly increasing extent to which 

business enterprise in emerging markets are focusing on knowledge-intensive processes and 

innovation, and the continuous evolution of institutions in these markets (Kumar et al., 2013). 

Gaur et al. (2014), however, argue that the accelerated internationalization of EMNEs may be 

exaggerated, since their rapid internationalization often is built on the prior stock of 

international experience gained through exports. These arguments give support to the Uppsala 

model instead of theories such as the LLL-model and Springboard perspective, by arguing that 

these theories allude the importance of exports.  

 

Other scholars argue that the LLL framework explain well EMNEs’ internationalization. 

Thite, Wilkinson, Budhwar, and Mathews (2016) provide preliminary evidence of the primary 

motives behind EMNEs’ internationalization by using the LLL-model. They show that Indian 

MNEs have become global players by leveraging acquisitions of intangible assets through 

targeted acquisitions in developed markets and/or by following global clients in search of new 

markets and competitive advantage. Yeganeh (2016) highlights the applicability of the LLL-

model in explaining EMNEs’ internationalization, and  argues that EMNEs internationalize 

through five different internationalization strategies; expansion into other emerging markets by 

exploiting the domestic formulae (local optimizer), capitalizing on the factors associated with 

low cost production (low-cost partner), building global scale in mature mid-technology 

industries (global consolidator), securing growing markets or demand through vertical 

integration (natural-resource vertical integrator) and seeking key technologies and capabilities 
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necessary to compete in new industries (global first-movers). These strategies make EMNEs 

global competitors and a threat to DMNEs (Yeganeh, 2016). Narula (2015) addresses the 

question of the long-term viability of EMNEs by applying the ‘dual economy’ concept to 

reconcile the contradictions of the typical emerging economy, where a 'modern' knowledge-

intensive economy exists alongside a 'traditional' resource-intensive economy. Each type of 

economy generates firms with different types of ownership advantages, and hence different 

types of MNEs and internationalization patterns.  

 

2.3.3.3 Location choice 

This section investigates the location choice for EMNEs’ foreign operations. Some 

scholars have solely studied EMNEs entry into either developed- or emerging markets, while 

others have focused on factors that might impact the choice of location. De Beule and Duanmu 

(2012) look at the impact of country-, industry- and firm-specific determinants on the location 

choice of Indian and Chinese acquisitions. They find that host market size and trade openness 

are the most important factors for Indian and Chinese firms’ foreign acquisitions. However, 

Indian firms are found to search for targets in less competitive technological host countries than 

China. This could indicate that Chinese firms are more aggressively targeting technological 

assets than Indian firms. Furthermore, political stability proves to be a negative factor for Indian 

acquisitions (De Beule & Duanmu, 2012), meaning that acquisitions by Indian firms are more 

likely to take place in politically unstable countries. This effect decreases with the value of the 

operation and its potential profitability (De Beule & Duanmu, 2012). Pangarkar and Yuan 

(2013) focus solely on the Chinese context and look at multinational companies’ location 

choice. Firms with domestic FSAs, like larger size and higher degree of domestic diversification 

that can lead to economies of scope, tend to internationalize into developed- over emerging 

markets. Entry into developed markets leads to increased performance, while entry into 

emerging markets hurt firm performance (Pangarkar & Yuan, 2013).  

 

Institutional factors, both in home- and host markets, have an important impact of OFDI 

location (Kang & Jiang, 2012). First, Kang and Jiang (2012) develop a conceptual framework 

which uses both traditional economic factors and institutional perspectives in the host countries, 

and find that institutional factors are the most important in determining OFDI location choice. 

However, they argue that also institutional factors in home markets can impact EMNEs’ choice 

of location. Second, Buckley, Yu and Liu (2016) find that high host country risk does not 
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discourage M&A operations by EMNEs. Consequences can be damage to firms’ long term 

profitability. This is supported by Quer, Claver, and Rienda (2012), who find that political risk 

does not discourage Chinese MNEs from setting up foreign operations. Third, Jindra, Hassan, 

and Cantner (2016) find that agglomeration economies and knowledge externalities positively 

impact EMNEs’ location choice.   

 

Furthermore, differential labor standards (Duanmu, 2014), ethnic ties of top managers 

(Jean, Tan, & Sinkovics, 2011), and listing of stocks (Kalasin, Dussauge, & Rivera-Santos, 

2014) are found to impact EMNEs’ choice of location. EMNEs tend to choose developed 

markets with lower labor standards when setting up foreign operations. However, this is not the 

case when locating in emerging markets. Furthermore, the location choice is highly path 

dependent upon previous trading relations between the home and the host country (Duanmu, 

2014). Also, ethnic ties of top managers have been found to impact OFDI location performance 

(Jean et al., 2011), and listing of stocks in developed markets prepare EMNEs for advanced 

market conditions (Kalasin et al., 2014). 

 

In this part, I review literature on EMNEs’ internationalization patterns. The aspect of 

theoretical challenges returns in this section, as several inconsistencies are found to whether 

EMNEs internationalize differently from DMNEs. I show how several scholars use the 

Springboard perspective and the LLL-model to explain the internationalization patterns of these 

new emerging giants. Common in the literature is the aspect of accelerated internationalization. 

EMNEs are found to internationalize rapidly to become multinationals and compete in global 

markets. This rapid internationalization is found to be done mainly through cross-border 

M&As, but also through ISAs, even if the latter has received less attention in the literature.  

 

2.3.4 INFLUENCE OF OWNERSHIP STRUCTURE 

Ownership and ownership structure are important in EMNEs’ internationalization. For 

instance, Gaur and Delios (2015) find that greater domestic- or foreign ownership is associated 

with higher levels of international diversification. In certain emerging countries, like China, 

state ownership has played a crucial role in the development of multinationals (Chen, Li, Zeng, 

Ma, & Lin, 2016). This section reviews the impact of ownership on internationalization; state 

ownership, shareholder structure, business groups and family ownership.  
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State-ownership is a common ownership mode among EMNEs, especially in China. 

SOEs often have other motives than privately owned firms (POEs) behind their international 

expansion (Cuervo-Cazurra, 2012), like political ones (Wei et al., 2014). However, SOEs are 

heterogeneous, and have different motives, strategic resources and adaptive capabilities, and 

thus different assumptions for international expansion (Li, Cui, & Lu, 2014). Big differences 

are found between central SOEs and local SOEs (Li et al., 2014), i.e. firms affiliated either with 

central or local governments (Li et al., 2014). Central SOEs are often turned into "national 

champions", while local SOEs have fewer obligations to serve national strategic prerogatives. 

Local SOEs may thus have greater managerial autonomy and market orientations, but lower 

levels of monopolistic behavior (Li et al., 2014). Chen et al. (2016) find that the SOEs’ rhythm 

of internationalization is positively impacted by state capitalism. Firms with high levels of 

government ownership are more likely to locate operations in emerging market, and engage in 

more diverse product lines.  

 

In the context of China, the government plays a conscious role in facilitating 

internationalization and the speed of internationalization; Chinese SOEs internationalize at an 

aggressive pace and go for a radical international growth (Wei, Clegg, & Ma, 2015). POEs, on 

the other hand, follow an incremental approach of internationalization  (Wei et al., 2015). In 

the internationalization of Brazilian firms, Hennart et al. (2016) provide an explanation for the 

role of government involvement in internationalization, and find that the larger the total stake 

the government has in a firm, the higher the firm's ratio of foreign sales to total sales. However, 

further investigation indicates that the impact of government equity on internationalization is 

driven by the Brazilian government development bank, and the pension funds of SOEs and 

privatized SOEs (Hennart et al., 2016). Some researchers find that the presence of the state per 

se is not a key predictor of globalization (Liang, Ren, & Sun, 2015). Rather, it is the state-led 

governance and control mechanisms, such as government ownership arrangements and 

executives' political connections, that are prevalent worldwide, that carry out the influence of 

the state.  

 

Another aspect related to SOEs and their internationalization is the impact of 

institutional pressure, which is found to be higher in the case of SOEs than POEs (Meyer et al., 

2014). To overcome institutional pressure and reduce potential conflicts and enhance 

legitimacy, SOEs are induced to adapt their foreign entry strategies (Meyer et al., 2014). This 

institutional pressure often arises from the technology leakage perceived by local stakeholders, 
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and is stronger in countries with higher levels of technology and stronger rule of law. EMNEs 

may therefore meet difficulties in host markets when wanting to acquire local targets (Meyer et 

al., 2014). SOEs and POEs thus choose different modes and levels of control when 

internationalizing, as the pressure for legitimacy is different (Meyer et al., 2014).  

 

Research on family firms have also been done. Zaefarian, Eng, and Tasavori (2016) 

examine how family firms identify international opportunities by building upon opportunity 

identification theory. They highlight that since family firms are risk averse and long-term 

oriented, they are more likely to identify the first international opportunity through accidental 

discovery, and subsequent international opportunities through purposeful search. Furthermore, 

Bhaumik, Driffield, and Pal (2010) found that family firms and firms with concentrated 

ownership were less likely to invest abroad.  

 

Business groups are important ownership structures in emerging markets. The 

organizational form of business groups and their internationalization pose fundamental 

challenges to existing theories (Yiu, 2011). Business groups emerged to substitute market 

imperfections in China, and constitute a micro-institutional environment for generating 

ownership, location, and internationalization advantages, as well as for capitalizing on the 

linkage, leverage, and learning opportunities for internationalization (Yiu, 2011). In the Chinese 

context, business groups facilitate the internationalization process via their unique attributes, 

including internal markets, inward linkages, and institutional support. Becker-Ritterspach and 

Bruche (2012) study capability creation and internationalization of EMNEs, and argue that the 

EMNE literature should be integrated to the literature on emerging market business groups. 

This could give a better understanding of EMNEs and explain how firms benefit from their 

business group affiliation. It provides access to both internal and external resources and 

capabilities, and it buffers the firm from the risk of creating and exploiting assets through 

internationalization. 

 

The impact of ownership on innovation and internationalization strategies has also been 

studied (Singh & Gaur, 2013). Both family ownership and business group affiliation are found 

to positively impact R&D intensity and international investments, while institutional ownership 

positively impacts foreign investments but not R&D intensity (Singh & Gaur, 2013). Also, 

internal governance structures (domestic- versus foreign ownership by institutional investors 

show positive effects on EMNEs’ OFDI propensity (Hu & Cui, 2014). Further, domestic 
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institutional ownership and ownership by foreign corporations positively impact the OFDI 

propensity. The strategic orientations of firms are also found to be impacted by ownership 

structure (Hu & Cui, 2014). Liu, Li and Xue (2011) support the importance of ownership 

structure on firms’ strategic orientation (i.e. market versus entrepreneurial orientation) and their 

role in facilitating international business operations. Their results show that ownership structure 

(ownership concentration and CEO ownership) impact firms’ strategic orientation; 

entrepreneurial orientation directly promotes firms’ international operations and market 

orientation show an inverse U-shape relationship with international operations. Strategic equity 

holdings by foreign firms is also found to facilitate OFDI (Bhaumik, Driffield, & Pal, 2010). 

 

2.3.5 CROSS-BORDER ACQUISITIONS 

M&As and strategic alliances are argued to be EMNEs’ main foreign mode of entry 

(Guillén & García-Canal, 2009). Over the last decade, M&As by EMNEs in developed markets 

have received a lot of attention in media and in the scholarly literature (Lebedev et al., 2014). 

Research has shown that EMNEs pay high acquisition premiums to get their hands on attractive 

targets, mainly in developed markets (Guo, Clougherty, & Duso, 2016). Given the importance 

of M&As in the scholarly literature, an important part of this literature review is dedicated to 

this topic.    

 

Several aspects of EMNEs’ M&As have been studied; antecedents and motivations 

(Buckley, Munjal, Enderwick, & Forsans, 2016a; Deng, 2009; Elango & Pattnaik, 2011; Rui & 

Yip, 2008; Stucchi, 2012); characteristics (Buckley, Munjal, Enderwick, & Forsans, 2016b, 

2016c), determinants of decision making (Yang & Hyland, 2012), institutional factors (Zhang, 

Zhou, & Ebbers, 2011), deal completion or abandonment (Popli et al., 2016; Zhou, Lan, & 

Tang, 2016), ownership structure (Chittoor, Aulakh, & Ray, 2015), and value creation (De 

Beule & Sels, 2016; Gubbi, Aulakh, Ray, Sarkar, & Chittoor, 2010). Some scholars have 

focused on differences between EMNE- and DMNE acquisition behavior. De Beule et al. 

(2014) find that EMNEs acquire less control than DMNEs, especially in high-tech industries.  

 

2.3.5.1 Antecedents and motivations 

Several specific factors of cross-border M&As by EMNEs have been identified. First, 

Buckley et al. (2016c) investigate the antecedents of cross-border M&As by EMNEs, and focus 
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on the role of experiential versus non-experiential knowledge. They show, by studying Indian 

cross-border M&As, that firms combine in-house resources with experiential market- and 

externally sourced technological knowledge to facilitate these operations. While experiential 

market knowledge helps firms to identify constraints and opportunities for acquisitions abroad, 

the externally sourced technological knowledge augments the technological competence of the 

EMNEs. They conclude that knowledge management is crucial to succeed in cross-border 

M&As (Buckley et al., 2016a).  

 

Second, resource-based antecedents (market focus, management background, 

diversification and international experience), institutionally determined antecedents (relation 

assets, ownership control, acquisition financing), and industry-related antecedents (advanced 

market competition and industry type) of acquisitions have also been studied (Stucchi, 2012). 

Stucchi (2012) finds that the motivations behind these operations are two-fold. On the one hand, 

EMNEs have both exploiting- and augmenting motivations behind their cross-border M&As. 

However, in the case of upmarket acquisitions, they tend to focus on high-value adding targets 

(Stucchi, 2012). Four objectives of acquisition strategies have been identified; (1) to augment 

technological capabilities, (2) to augment marketing capabilities, (3) to augment both 

technological- and marketing capabilities, and (4) to augment neither technological nor 

marketing capabilities, but to exploit the advantages already possessed by the firm.  

 

Third, a review of the literature on M&As in and out of emerging markets shows that 

market power, synergy gains, diversification, transaction costs, environmental uncertainty and 

resource dependency, firm characteristics, CEO compensation, hubris and national pride, 

institutions and latecomer disadvantage are antecedents that result in M&A decisions (Lebedev 

et al., 2014). Several of these antecedents are common to M&As by DMNEs, but Lebedev et 

al. (2014) argue that institutions and latecomer disadvantages are unique in the context of 

emerging markets.  

 

One of the main motives for EMNEs to undertake cross-border M&As is access to 

strategic assets that can improve their competitive advantage (Deng, 2009; Rui & Yip, 2008). 

By studying three Chinese firms and their foreign acquisitions, Rui and Yip (2008) suggest that 

all the three firms had the same intent; access to strategic assets to obtain competitive advantage 

and become global players. Buckley et al. (2016a) address the question of whether EMNEs’ 

foreign M&As are asset exploiting- or asset augmenting, and find support for the strategic asset-
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seeking motive, while Buckley et al. (2016b) look at the effects of combining foreign external 

resources with the resources already possessed by the firm. Elango and Pattnaik (2011), on the 

other hand, focus on the acquisitions firms adopt to develop necessary competencies to compete 

in new markets.  

 

Madhok and Keyhani (2012) study how EMNEs can overcome the liability of 

emergingness, and catch-up with DMNEs through cross-border M&As of developed market 

targets. EMNEs can turn asymmetries from historical and institutional differences between 

EMNEs and DMNEs into a source of competitive advantage. Even if EMNEs might seem less 

advantageous than DMNEs as they suffer from less experience, lower technological 

development and the liability of emergingness, they can turn their experience from unstable 

institutional contexts into a competitive advantage (Madhok & Keyhani, 2012). International 

experience and home country institutional development can serve as sources of learning for 

acquisitions by EMNEs in developed countries (Rabbiosi et al., 2012). International M&A 

experience positively affects the likelihood of exploitative acquisitions (i.e. related 

acquisitions), while home country endowments favor explorative (unrelated) ones (Rabbiosi et 

al., 2012). This is in line with the internationalization process model that argues that firms 

expand into developed markets through related acquisitions (Rabbiosi et al., 2012). Further, 

firms that are located in markets with low levels of market sophistication and knowledge-based 

resources tend to favor incremental, related acquisition since they may have lower knowledge 

and absorptive capacity (Rabbiosi et al., 2012). Firms from countries with higher levels of 

resources, however, are found to undertake more unrelated acquisitions thanks to higher levels 

of learning and absorptive capacity (Rabbiosi et al., 2012). These results show that 

improvements in the domestic markets, often initiated by local governments, can drive 

explorative learning, and thus favor unrelated acquisitions by EMNEs (Rabbiosi et al., 2012).  

 

Deng and Yang (2015) study cross-border M&As by EMNEs into developed- and 

emerging markets and apply the resource dependence theory to identify the major factors that 

determine the level of cross-border M&As; the intensity of EMNE acquisitions is positively 

influenced by the level of resources and market availability in host markets. Knoerich (2010) 

argues that, in the case of an acquisition of a developed market target by an EMNE, both the 

motives of acquirer and target must be studied since the two firms’ motives tend to differ from 

commonly known goals such as capital transfer and addition market access. 
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2.3.5.2 Institutional factors 

Institutional factors are found to influence EMNEs’ cross-border M&As behavior. 

Country-level factors (institutional distance), among others, significantly impact the ownership 

participation of EMNEs in cross-border M&As (Yang, 2015). However, no significant impact 

of cultural distance is found, but investors value firms that chose high ownership participation 

higher (Yang, 2015). By focusing on formal and informal institutional effects on EMNEs’ 

ownership strategies, Liou et al. (2016) find that high informal institutional distance between 

the acquirer and the target leads to low ownership strategies. High formal institutional distance, 

however, leads to dominant ownership control by the acquirer.  

 

Ang, Benischke, and Doh (2015) focus on interaction effects of institutional differences, 

and Yang and Hyland (2012) study the decision-making process of cross-border M&As. Ang 

et al. (2015) divide institutional differences into the three pillars of cognitive, normative and 

regulatory institutions, and look at the impact these pillars have on the mimicking of entry 

modes by EMNEs. EMNEs are found to have a mimetic behavior of local firms when entering 

foreign markets, which is consistent with the neo-institutional theory. They further find that this 

behavior is dependent upon the regulatory distance between the home- and the host country 

(Ang, Benischke, & Doh, 2015). For example, when the regulatory distance between two 

countries is high, it seems more difficult for new entrants to obtain legitimacy. By using the 

same strategies as previous market entrants, they send signals to local authorities that they are 

responsive to the local regulatory environment. Yang and Hyland (2012) also focus on mimetic 

isomorphism to increase knowledge about the decision-making process of cross-border M&As. 

Two questions are highlighted; do EMNEs imitate each others’ strategies in cross-border 

M&As to increase legitimacy, and what factors affect the extent of mimetic isomorphism? The 

results show that firms that operate within the same industry imitate their competitors when it 

comes to cross-border M&A decisions (product relatedness, target location and ownership 

structure) (Yang & Hyland, 2012). Furthermore, this mimetic isomorphism is strengthened by 

institutional instability and weakened by firms’ experience. These results confirm similarity in 

terms of product relatedness and location, but not in ownership structure, and are again 

positively moderated by environmental instability that has a positive impact on the relationship 

between mimetic isomorphism and similarity in product relatedness and location. Experience 

also positively impacts the relationship between mimetic isomorphism and ownership, implying 
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that firms with more experience in cross-border M&As tend to show lower levels of mimicking 

in the decision of ownership structure (Yang & Hyland, 2012). 

 

2.3.5.3 Ownership 

Ownership in cross-border M&As by EMNEs has been studied from different angles. 

On the one hand, the impact of ownership structure of the acquiring firms (Chittoor et al., 2015) 

has been studied. On the other hand, the equity participation by the acquirer in the target has 

been emphasized (Kedia et al., 2012). Chittoor et al. (2015) study the propensity of Indian firms 

to undertake cross-border M&As by looking at the ownership characteristics of the acquiring 

firm. Since EMNEs suffer from liabilities of emergingness and newness in foreign markets, 

these cross-border M&As are risky. However, several factors can reduce this risk and increase 

the propensity of foreign acquisitions; CEOs’ international experience, promoter shareholding 

and foreign institutional shareholders (Chittoor et al., 2015). These results are stronger for 

stand-alone firms than for firms affiliated to a business group. Gaffney, Karst, and Clampit 

(2014) look at EMNEs’ equity participation in cross-border M&As, and argue that institutional 

distance positively impacts the equity participation of EMNEs. In the case of high institutional 

distance (knowledge protection and economic development), firms need higher levels of equity 

to facilitate knowledge transfer. Their results confirm the expected relationship between 

knowledge distance and equity participation, but show a curvilinear relationship between 

economic development and equity participation. 

 

2.3.5.4 Deal completion and deal abandonment  

Acquisitions are a risky entry mode with low completion- and high failure rates. 

Scholars have paid attention to factors that lead to deal completion or deal abandonment, i.e. 

that M&A deals are abandoned before completion. First, the relationship between cultural 

differences and deal abandonment (Popli et al., 2016) has been studied. Second, Zhou et al. 

(2016) study the influence of institutional ownership, and third Zhang et al. (2011) investigate 

the influence of several institutional factors on deal completion.  

 

Popli et al. (2016) use the construct of cultural distance and its impact on deal 

abandonment, and look at whether learning from prior deals with firms in similar countries 

impact the probability of abandonment of cross-border M&A deals. They find that the firm’s 
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cultural experience reserve positively moderates the relationship between cultural distance and 

the likelihood of deal abandonment, implying that the firm’s cultural experience reserve reduces 

the chances of deal abandonment when the cultural distance between the target and the acquirer 

is high. These results are even stronger for knowledge-intensive firms than for capital-intensive 

firms (Popli et al., 2016).  Zhou et al. (2016) find that institutional ownership increases the 

chances of deal completion, especially when the target is situated in a less institutionally 

developed country, when the acquiring firm in state-controlled, or when the target is a publicly 

traded company (Zhou et al., 2016). Zhang et al. (2011), on the other hand, find lower chances 

of deal completion if the target is in a country with lower institutional development, if the target 

industry is sensitive to national security, and if the acquiring firm is state-owned.  

 

2.3.5.5 Value creation 

Do cross-border M&As lead to value creation (Aybar & Ficici, 2009; J. Li, Li, & Wang, 

2016)? First, international acquisitions by EMNEs are an important strategic levier to value 

creation (Gubbi et al., 2010). Through these acquisitions, EMNEs can internalize resources that 

are difficult to access through market transactions. Gubbi et al. (2010) suggest that there is 

higher value creation in the case of acquisitions of developed market targets, as these 

acquisitions usually provide resources of higher quality. Second, Nicholson and Salaber (2013) 

study Indian and Chinese firms, and find a significant shareholder wealth creation from 

EMNEs’ cross-border acquisitions. In the case of India, there is even higher value creation from 

acquisitions in culturally close countries. In China, shareholders see higher value creation in 

the case of acquisitions of manufacturing firms (Nicholson & Salaber, 2013).  

 

Value creation for the acquirer’s shareholder is also found by (Li et al., 2016). However, 

this value creation is negatively impacted by the level of cultural distance between the target 

and the acquirer. Also, absorptive capacity generates greater shareholder value and increase 

post-acquisition performance, since firms with high absorptive capacity often have higher 

levels of trained people that facilitates post-acquisition integration (De Beule & Sels, 2016). De 

Beule and Sels (2016) suggest a U-shaped relationship between research intensity and 

cumulative abnormal returns, and argue that firms with no, or low levels of research intensity, 

benefit from acquisitions of developed market targets. Although firms with extensive research 

capacity outperform any of their Indian competitors as these firms have the absorptive capacity 

to not only exploit, but also explore the knowledge base of the acquired target. Aybar and Ficici 
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(2009), on the other hand, find that on average, cross-border acquisitions by EMNEs do not 

lead to value creation, and that half of the operations experience a value destruction.  

 

EMNEs have been found to use mainly cross-border M&A and ISAs as main modes of 

internationalization (Guillén & García-Canal, 2009). However, only M&As have received 

important attention in the scholarly literature. In this literature review, an important part of the 

articles addresses various topics related to M&As by EMNEs. This section reviews the 

antecedents and motivations, the institutional factors, ownership, deal completion or 

abandonment, and value creation of these operations. The literature highlights that EMNEs 

mainly undertake cross-border M&As to access strategic assets, such as advanced technology 

and brands, but also to overcome liabilities of emergingness. These operations are often 

undertaken in developed markets, and EMNEs often pay high acquisitions premiums to access 

strategic targets.  

 

2.3.5.6 I – P relationship 

The impact of internationalization on firm performance has mainly been studied in the 

context of DMNEs (Chen, Jiang, Wang, & Hsu, 2014).  With the increasing focus on EMNEs, 

scholars have started to look at whether internationalization leads to increase in performance in 

the context of EMNEs (Contractor, Kumar, & Kundu, 2007).  

 

Research on I - P relationships shows several inconsistencies. While some scholars find 

a U-shaped relationship (Capar and Kotabe, 2003), others find an inversed U-shaped- 

(Geringer, Beamish, and DaCosta, 1989; Hitt, Hoskisson, and Kim, 1997), or a S-shaped curve 

(Contractor, Kundu, and Hsu, 2003; Lu and Beamish, 2004). Both the U-shaped (Contractor et 

al., 2007) and the inversed U-shaped relationship are found in the context of EMNEs (Chen et 

al., 2014; Elango, 2006). A U-shaped curve shows that EMNEs in the beginning of their 

internationalization experience high costs, before they start seeing increased performance 

(Contractor et al., 2007). An inverted U-shaped relationship, on the other hand, indicates that 

performance increases up to a threshold level of internationalization before it starts to decrease 

(Elango, 2006).  

 

The impact of several other factors on the I - P relationship in an emerging market 

context have been studied. First, firm resources and diversification strategies are found to 
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explain the I – P relationship (Chen, Wang, & Hsu, 2014). Early in the internationalization 

process, EMNEs can profit from a new entrant learning advantage (i.e. the advantage of the 

capital accumulated in the domestic market and the institutional advantages). Later, they must 

build a new competitive advantage or transfer the one they have in domestic- to international 

markets. This can be challenging and costly (Chen et al., 2014). However, marketing resources 

and related product diversification facilitate the effects of internationalization. No support is 

found for the impact of technological resources. This might be explained by easier imitation of 

technological resources than of marketing resources (Chen et al., 2014). Second, business group 

affiliation is an important factor in an emerging market context. Gaur and Kumar (2009) find a 

positive I – P relationship with a negative moderating impact of business group affiliation. 

Highly internationalized firms thus perform better than less internationalized firms under the 

condition of not being affiliated to a business group. Third, Ma, Yiu, and Zhou (2014) find a 

U-shaped relationship between firms’ foreign sales and firm value during times of economic 

crisis, by focusing on the economic crisis of 2008. Economic crises represent an interesting 

research context since they may render firm strategies obsolete. They argue that EMNEs with 

higher levels of internationalization profit from higher strategic flexibility during time of 

economic crisis and show that firm value decreases with low levels of foreign sales intensity 

and increases when the level of foreign sales intensity rise (Ma, Yiu, & Zhou, 2014).  

 

The motives of foreign operations have also been studied as factors impacting the I – P 

relationship of EMNEs. Yang, Xiaohua, and Barry (2013) divide internationalization into two 

types of FDI following Dunning’s four motives for foreign operations; traditional FDI and 

strategic asset-seeking FDI. Firms with traditional FDI-seeking motives (natural resource-

seeking, market-seeking, efficiency-seeking) create more value than strategic asset-seeking 

firms, especially in emerging markets (Yang et al., 2013). Higher performance when entry into 

other emerging markets, than into developed markets, is supported by Yuan, Pangarkar, and 

Wu (2016), who find that EMNEs entering other emerging markets experience a positive effect 

on firm performance. However, this effect erodes over time. When entry into developed 

markets, the immediate I - P relationship is negative, but it improves over time thanks to 

learning benefits (Yuan et al., 2016).  

 

Clegg, Lin, Voss, Yen, and Shih (2016) examine how multinationality strategy, defined 

as a firm’s accumulated international experience, home political influence, and host-country 

risk, explain the performance consequences of firms’ OFDI patterns. They divide these patterns 
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into (1) multiple simultaneous OFDIs characterized by fast speed and sudden onset, and (2) 

gradually growing OFDIs with a slower speed and more regular rhythm, and find support for 

higher performance for firms that follow multiple simultaneous internationalization patterns 

(Clegg et al., 2016).  

 

Differences between sectors are found on firms’ I – P relationships. Several scholars 

have focused on manufacturing- versus service firms (Contractor et al., 2007; Elango, 2006), 

as they often follow different internationalization patterns. Manufacturing firms have higher 

levels of international experience, while service firms follow a rapid pattern of 

internationalization (Contractor et al., 2007). Improvements in the level of education in 

emerging markets lead to more qualified employees that facilitate rapid firm 

internationalization (Contractor et al., 2007). Contractor et al. (2007) follow the three-stages 

model of internationalization; early internationalizers, mature internationalizers, and highly 

internationalized firms. They argue that EMNEs have not yet researched the third stage; few 

EMNEs can be characterized as over-internationalized. Firms which are early in the 

internationalization process struggle with high internationalization costs, and mature 

internationalizers experience increased performance. When firms become highly 

internationalized they suffer from over-expansion into foreign markets and higher costs than 

benefits. For manufacturing firms, Contractor et al. (2007) find a U-shaped I - P relationship. 

Service firms tend to profit from internationalization earlier than manufacturing firms. 

However, these results are difficult to interpret since no significant relationship is found. Elango 

(2006), on the other hand, finds an inversed U-shaped relationship for manufacturing firms. He 

identifies a threshold of 51%, meaning that EMNEs continue to increase performance up to 

51% of foreign sales on total sales. This implies that EMNE manufacturing firms should not 

exceed this 50% threshold, since they can lose their strategic fit. For service firms, Elango 

(2006) finds a positive linear relationship which may be explained by a later internationalization 

of service firms from emerging markets. These firms may not yet have reached this 51% 

threshold (Elango, 2006).  

 

The financial performance of manufacturing firms can also depend upon the firm’s level 

of technological assets. For service firms, marketing assets are more important in order to 

succeed in foreign markets (Kirca, Fernancez, & Kundu, 2016). They further argue that 

international dispersion of assets negatively impacts the I – P relationship, especially for 

manufacturing firms, and suggest an inverted U-curve for the multinationality – performance 
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relationship, both for service- and manufacturing firms (Kirca et al., 2016). Banalieva and 

Sarathy (2011) make the distinction between electronic- and non-electronic firms, and study 

the impact of emerging markets’ trade liberalization on firms’ I – P relationship. While 

electronic firms follow an inverted U-shape, non-electronic firms follow a linear relationship. 

A potential explanation is that electronic firms are often supported by local governments, and 

that this facilitates their development and initial internationalization.  

 

Does internationalization lead to increased performance? Over the last ten years several 

research articles have studied this question in the context of EMNEs. However, this research 

shows several inconsistencies. These inconsistencies are found to arise from one of the 

following reasons: (1) weak and often problematic measures of key constructs, such as degree 

of internationalization and firm performance; (2) a mismatch between theoretical and empirical 

conceptualization; and (3) an attempt of generalization without paying attention to contextual 

factors such as industry and country of origin (Kumar & Singh, 2008). It is argued that these 

inconsistencies, often caused by a lack of theoretical reasoning (Hennart, 2007), can be solved 

by doing more research in industry-specific conditions (Kumar & Singh, 2008), by looking at 

different types of entry modes, and assuring good theoretical foundations behind the results.  

 

Several types of relationships have been found in the EMNE context, as in the context 

of DMNEs. A question that should be asked is whether the I - P relationship is different in the 

EMNE from a DMNE context. It is argued that EMNEs have less international experience 

(Elango, 2006), and that they might not yet have reached the inflection point of the U-shaped 

or inverted U-shaped curve. This aspect has also been highlighted by studying differences 

between industries; some industries are more internationalized than others. As EMNEs become 

more internationalized their I - P relationship might thus change.  

 

2.4 DISCUSSION 

In this article, I have studied the development of the academic literature on EMNE 

internationalization by doing a bibliometric study and a systematic literature review. The 

objectives are to get a deeper understanding of the development of research on EMNE 

internationalization, the main topics studied and to identify avenues for future research. Some 
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scholars argue that research on EMNEs has reached maturity (Kin et al., 2015), while other see 

research on EMNE as promising in the coming years (Luo & Zhang, 2016; Meyer & Peng, 

2016). 

 

This bibliometric analysis of research on EMNE internationalization covers publication 

up to the end of 2016, with the first article identified in 1996. I find that year 2016 was the one 

with the highest number of publications on EMNE internationalization, with a significant 

increase from 2015 to 2016 (up 130% from 2015). However, 2007 was the year when the 

number of yearly publications on EMNE internationalization started to rise. This is explained 

by the growing importance of the EMNE phenomenon. It should be mentioned that the same 

period has been characterized by a rapid rise in the total number of publications in the journals 

in our sample. For example, while Journal of World Business published 36 articles in total in 

1996, the annual number of publications reached 90 in 2016. The apparition of Global Strategy 

Journal has also contributed to the rise of publications on EMNE internationalization, as the 

journal is one of the most publishing on the topic.  

 

As a part of this bibliometric study, I have looked at the number of citations, as well as 

the most cited authors. Luo and Tung’s (2007) article “International expansion of emerging 

market enterprises: A springboard perspective” has the highest number (1689)24. This article, 

and its framework that can explain the internationalization process of EMNEs, has become one 

of the most important articles in research in an emerging market context. The second most cited 

article in our sample is Deng’s (2009) article “Why do Chinese firms tend to acquire strategic 

assets in international expansion” that was published in Journal of World Business (558 

citations) 25. Regarding the most cited authors I find Yadong Luo with an average of 323 

citations per article in our sample (6 articles). He is followed by B. Elango with an average of 

131 citations (4 articles). In our sample, five authors have an average of more than 100 citations 

(based on authors with four articles in sample or more). 

 

I identify the importance given to China as a research context. In this review, 38% of 

the articles focus solely on Chinese firms. This is consistent with the findings of Luo and Zhang 

(2016) and Jormanainen and Koveshnikov (2012). Explanations given are the rapid rise of 

EMNEs from China, the focus on the Chinese economy, and the intervention of the Chinese 

                                                 
24 From Google Scholar, accessed on September 6th 2017 
25 From Google Scholar, accessed on September 6th 2017 
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government in creating global champions. The focus on China can also play a part in the 

inconsistencies of EMNE research. Whether research done on Chinese firms is replicable in the 

context of other emerging market, is for instance an important question. Deng (2012) argues 

that research on Chinese OFDI is highly context-specific. At the one hand, Chinese 

multinationals have played an important role in global markets over the last years. On the other 

hand, one can ask whether research in the Chinese context is applicable to other emerging 

markets. Rugman and Nyugen (2011) even argue that research on Chinese firms is particularly 

case-specific, since it is majorly built upon case studies of only a few firms, that it is not even 

generalizable in the Chinese context.  

 

The second part of this article covers the main topics studied in the light of EMNE 

internationalization. A part of this discussion is whether EMNEs are considerably different 

from DMNEs, and therefore need to be studied with another perspective. Several challenges 

related to EMNE research are highlighted by scholars.  

 

One important aspect is the debate on the theoretical approaches to be used when 

studying EMNE internationalization. As a part of this article, I analyze articles that join this 

conversation. This debate started in the beginning of the 2000s, and there is still no consensus. 

The origin of the debate can partly be explained by the issue of EMNE heterogeneity. Emerging 

markets is used as a term for various countries that develop at a different pace, although sharing 

some characteristics. While some of these countries start to develop towards developed 

countries, others still have a long way to go. There are also many other structural differences. 

While China has many SOEs, India has a much higher number of POEs. Business groups play 

a more important role in some countries than in others.  

 

The debate of applicable theoretical frameworks can be divided into three different 

schools; the one arguing that “traditional” theories apply well to an emerging market context, 

the one claiming that that “traditional” theories need to be extended, and the one arguing that 

development of new theories is necessary. Scholars who argue that “traditional” theories can 

be applied claim that even if EMNEs do not possess FSA, they build their competitive 

advantage on CSA (Rugman, 2010). Those who ask for an extension, argue that the differences 

between EMNEs and DMNEs challenge parts of traditional theories, but do not invalidate them. 

Cuervo-Cazurra (2012) argues that three possible extensions can be added to existing theories; 

to rethink and improve the understanding of how firms internationalize, emphasize the 
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importance of context, and increase the value of studying internationalization in “a more 

strategic and managerially relevant manner” (p. 155). Scholars claim that new theories need 

to be developed since EMNEs have different motives behind their internationalization and 

internationalize at another pace (Luo & Tung, 2007). Cuervo-Cazurra (2012) addresses the 

question of whether the non-applicability of “traditional” internationalization theories to an 

EMNE context can be explained by the fact that EMNEs internationalize at another time in 

history, and thus under other circumstances than the firms that lay the foundations for 

“traditional” internationalization theories. One could therefore also ask the question whether 

these “traditional” internationalization theories apply to DMNEs that internationalize today.  

 

Apart from the theoretical debate of EMNEs the literature has mainly studied systemic- 

and specific factors of EMNE internationalization, internationalization patterns, influence of 

ownership modes, cross-border M&As and the relationship between internationalization and 

performance.  

 

As highlighted by most scholars, EMNEs are found to be strategic asset-seeking. They 

internationalize to explore, and not to exploit FSA they have developed at home. Furthermore, 

EMNEs internationalize to escape from institutional voids in home markets and to overcome 

latecomer disadvantages and the liability of emergingness.  

 

Regarding EMNEs internationalization patterns, it has been argued that they 

internationalize at an accelerated pace, instead of using a traditional incremental 

internationalization procedure. They internationalize both into other emerging- and developed 

countries, but the motives they have for foreign expansion will impact whether they enter the 

one or the other. 

 

In the context of EMNEs, ownership tend to be important in two ways; ownership in 

foreign operations or ownership of the internationalizing firm. First, it has been argued that 

EMNEs not yet have developed competencies to enter foreign markets through non-control 

ownership modes. This implies that they should either go for Greenfield ventures, acquisitions 

or joint ventures. However, they are found to prefer acquisitions and joint ventures. Many 

EMNEs already have experience from joint ventures at home. Regarding acquisitions, EMNEs 

access strategic targets by paying high acquisition premiums. Nevertheless, several firms 

struggle in the post-acquisition integration since they lack acquisition capabilities. Second, the 
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ownership of the internationalizing firm is important to understand in the context of EMNEs. 

Countries like China and India, for instance, have firms characterized by different ownership 

modes. While China has many SOEs that internationalize with a strategy based on political 

ambitions, Indian firms tend to be business groups. It is therefore important to understand how 

ownership modes impact internationalization strategies. 

 

Last, the relationship between internationalization and performance has received 

attention in the EMNE literature. Some scholars argue that there are few differences between 

the I – P relationship of DMNEs and EMNEs, while others argue that EMNEs are too early in 

their internationalization process to conclude whether the relationship is the same as for 

DMNEs. One example is that few EMNEs can be qualified as over-internationalized, i.e. the 

stage were the costs of internationalization outweighs the benefits. 

 

All these issues are addressed by the literature. However, what are the important 

questions that scholars should ask themselves? Are EMNEs different from DMNEs, or is it just 

that they internationalize at another time in history and under other conditions? Scholars debate 

whether “traditional” internationalization theories could be applied in the context of EMNE or 

not. But do they apply to the internationalization of DMNEs today?   

 

By building research in an EMNE context mainly on China it is criticized that China is 

too context specific to develop universal internationalization theories for EMNE 

internationalization. Couldn’t this debate also be on the importance of American, or Swedish 

firms in the development of “traditional” internationalization theories. The fact is that the 

contextual factors of the world economy have changed dramatically over the last years. A 

Chinese firm, just as a Swedish, or a French one, can start operations online from one day to 

another. International trade agreements and cooperation between countries make it easier to set 

up foreign operations. The same applies for talent with international experience. We do know 

that EMNEs have some different characteristics from DMNEs, but are these characteristics 

enough to argue that an entire new research agenda should focus on firms under the label 

“emerging market firms” or emerging market multinationals”? 
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2.5 CONCLUSION AND AVENUES FOR FUTURE 

RESEARCH 

In this article, I have studied publications on EMNE internationalization in top IB- and 

strategy journals. In total, I analyzed 215 articles published in 30 journals over a period of 

twenty years. The bibliometric results show that the number of publications has been 

skyrocketing over the last few years, with 2016 as the top year. With this review, I want to join 

Luo and Zhang’s (2016) call for more literature reviews on EMNE internationalization. This 

article shows that research on EMNEs has been rapidly growing over the last two decades. 

While some scholars argue that EMNE research has reached maturity, others argue that research 

on EMNEs has a promising future. I argue that there are still a lot of question to answer 

regarding EMNE internationalization. However, some issues need to be resolved, as the 

question of the applicability of “traditional” internationalization theories.  

 

The bibliometric study shows that research on EMNE internationalization has rapidly 

increased over the last twenty years. Important advances have thus been done in understanding 

the phenomenon of internationalizing firms from emerging markets, and then mainly in the 

areas related to theoretical challenges in explaining EMNE internationalization, systemic and 

specific factors of internationalization, internationalization patterns, ownership, cross-border 

acquisitions and the relationship between internationalization and performance. 

  

Several challenges related to research on EMNEs were identified; access to data 

(especially trustworthy data), the heterogeneity of emerging markets and EMNEs, and the lack 

of (theoretical) consistencies. First, limited access to data has done that data from only a few 

countries has been used in research.  In this sample, 38% of the articles use China as a research 

context. Second, the heterogeneity of these markets and firms make generalization difficult. 

Emerging markets are not all at the same stages of development, and EMNEs have different 

characteristics depending on their origins and industries. Third, several inconsistencies are 

identified in each of the sections, and the most important discussion that lack consensus is the 

one regarding the applicability of traditional theories can explain EMNEs’ international 

development. Two decades of discussion do not seem to have clarified this debate.   
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I agree with Luo & Zhang (2016), and argue that more research is required on EMNEs’ 

internationalization. Even if some topics start to be largely covered, the phenomenon of EMNEs 

is still quite young. One example is the importance given to cross-border M&A by EMNEs. 

Even if this phenomenon is not new, more and more attention is given to these operations from 

policy makers (Le Monde, September 30th, 2017). Other issues identified is regarding the 

relationship between internationalization and performance. It has been suggested that EMNEs 

not yet have reached the point of being over-internationalized. Hence, we do therefore not know 

whether internationalization leads to increased performance for these firms. EMNEs are in 

general young (not in firm age, but in international operations).  

 

One of the biggest challenges related to EMNE research is the lack of consensus of the 

applicability of “traditional” internationalization theories to the context of EMNEs. This debate 

needs to address the similarities, or lack of the latter, between EMNEs and DMNEs. The 

discussion of Cuervo-Cazurra (2012) on whether the differences between EMNEs and DMNEs 

can be explained by the fact that they internationalize in another point of time in history and 

thus under other circumstances should be addressed further. Dunning, Kim and Park (2008) 

argue, for instance, that the differences between traditional DMNEs and EMNEs come from 

changes in the world economy. Consequently, EMNEs behave as young DMNEs. To 

internationalize today is different from 50 years ago. Today, improved infrastructure in 

emerging countries, but also access to internet have radically changed firms’ possibilities when 

it comes to internationalization and it has facilitated globalization.  

 

Apart from the focus on theoretical consistencies in EMNE research, future research 

should focus on firms from other countries than China. It has been argued that the importance 

given to China and Chinese multinationals is problematic, as Chinese firms may present 

important contextual particularities. Future research on EMNE thus need to extend the focus 

from Chinese firms to firms from other emerging markets. As several other emerging countries 

see economic growth increase, it is likely to think that one will see a rise in multinational firms 

coming from these markets.  

 

Another important aspect is the way in which EMNEs internationalize. It has been 

argued that EMNEs tend to internationalize through accelerated internationalization. Many 

scholars have focused on EMNEs’ entry into foreign markets through M&As, often of DMNEs. 

EMNEs are found to pay high acquisition premiums to get their hands on strategic targets that 
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provide access to foreign brands and technology. But how do these M&A operations go? 

Acquisitions are characterized by a high failure rate. At this stage, little research has focused 

on the post-integration phase and the outcome of such operations. This could have a logic 

explanation since the phenomenon of cross-border M&As by EMNEs is quite recent, and might 

change over time. Regarding EMNEs’ modes of entry into foreign markets, the focus has been 

given to M&As, leaving other entry modes behind. EMNEs also undertake international 

strategic alliances (ISAs) in foreign markets, but this is seldom addressed in the scholarly 

literature. ISAs, or international joint ventures (IJVs) more specifically, play an especially 

important role for EMNEs, since they have experience from such partnerships with foreign 

partners in domestic markets. IJVs have been the only possible mode of entry by foreign firms 

into several emerging markets. To this discussion should also be added the importance of 

strategic asset-seeking by EMNEs. Studies that have covered strategic asset-seeking have 

tended to mainly focus on acquisitions, and not on the role of IJVs. We know that IJVs play an 

important role in knowledge transfer, and this could therefore be a good way for EMNEs to 

learn from DMNEs that possess more technological know-how.  
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Résumé 

La recherche vise à déterminer, dans le contexte des entreprises indiennes, l’impact des 

caractéristiques des pays hôtes et de la distance institutionnelle sur les choix des modes d’entrée 

à l’étranger. En nous appuyant sur un échantillon de 487 opérations menées à l'étranger par des 

entreprises indiennes, nous constatons que ces entreprises préfèrent les acquisitions quand elles 

entrent dans les pays développés, mais n’ont pas de préférence pour un mode d'entrée spécifique 

lorsqu’elles s’implantent dans d’autres pays émergents. Nous montrons également que la 

distance institutionnelle informelle impacte leur mode d'entrée.  

 

Abstract 

This research aims to determine, in the context of Indian firms, the impact of the type 

of host country and institutional distance, on the choice of entry modes abroad. Drawing on a 

sample of 487 operations conducted abroad by Indian firms, we find that these firms prefer 

acquisitions when they enter developed countries, but have no preference for a specific mode 

of entry when they locate in other emerging countries. We also show that the informal 

institutional distance impacts their entry modes.  

 

Mots clés : Distance institutionnelle, internationalisation, pays hôtes, mode d’entrée, 

entreprises des pays émergents 

Keywords : Institutional distance, internationalization, host country, entry mode, emerging 

market firms
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3.1 INTRODUCTION 

Au cours de la dernière décennie, les entreprises des pays émergents ont 

considérablement accru leur présence internationale, comme en attestent tant le nombre 

croissant de multinationales issues de ces pays (Demirbag, Tatoglu et Glaister, 2009), que la 

hausse du montant de leurs investissements directs à l’étranger (Cnuced, 2015 ; 2017). Ainsi, 

en 2016, leur part dans le total mondial des investissements à l’étranger a atteint 38 % (Cnuced, 

2017), contre 13% en 2007 (Cnuced, 2015).  

 

On peut constater que lorsqu’elles s’internationalisent, les motivations de ces entreprises 

sont très sensiblement différentes de celles de leurs homologues des pays développés (Luo et 

Tung, 2007). Les entreprises des pays développés recherchent essentiellement dans les pays 

émergents des ressources bon marché, un faible coût de main d’œuvre (Khanna et Palepu, 

2010), et un accès à des marchés à forte croissance (Prahalad, 2002). Les entreprises des pays 

émergents qui s’implantent dans des pays développés cherchent elles à devenir des acteurs 

globaux, à acquérir de nouvelles compétences et à renforcer leur avantage concurrentiel 

(Guillén et García-Canal, 2009). Elles sont donc plutôt à la recherche d’actifs stratégiques 

(Deng et Yang, 2015 ; Meyer, 2015).  

 

La littérature académique s’est jusqu’à présent principalement intéressée à 

l’internationalisation des entreprises des pays développés (van Hoorn et Maseland, 2016). 

Cependant, de nombreux auteurs comme Luo et Zhang (2016) soulignent l’importance de 

conduire plus de recherche sur les stratégies d’internationalisation des entreprises des pays 

émergents. Les différences de motivations entre ces entreprises et celles des pays développés 

amènent en effet à penser qu’il est nécessaire de mieux comprendre leurs stratégies 

internationales (Wright, Filatotchev, Hoskisson et Peng, 2005), et en particulier le choix des 

modes d’entrée (Gaur et Lu, 2007). Ce choix est en effet déterminant dans la mesure où ces 

entreprises sont contraintes à une internationalisation rapide afin de compenser leurs 

désavantages liés à leur entrée tardive sur les marchés (Luo et Tung, 2007). 

 

Dans le cas des pays développés, le choix des modes d’entrée a été largement expliqué 

à la lumière de la distance institutionnelle entre le pays de l’entreprise et le pays hôte de 
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l’investissement (Xu et Shenkar, 2002 ; Luo et Zhang, 2016 ; Meyer et Peng, 2016). Cependant, 

les résultats obtenus sont contradictoires. Une revue de la littérature effectuée par Harzing et 

Pudelko (2016) indique que dans 35% des études un lien positif entre la distance culturelle 

(informelle) et le degré de contrôle choisi par les entreprises est établi. A l’inverse, 31% des 

études trouvent un effet non-significatif, et 30% démontrent une influence négative de la culture 

sur le niveau d’engagement des entreprises à l’étranger. De plus, récemment, des auteurs 

comme Hernandez et Nieto (2015), ont souligné l’importance de considérer le sens de la 

distance institutionnelle, dans la mesure où les objectifs stratégiques de l’internationalisation 

varient selon les caractéristiques du pays d’origine et celles du pays hôte. Ainsi, les résultats 

des recherches sur le choix des modes d’entrée portant sur des entreprises de pays développés 

ne peuvent être transposés au cas des entreprises de pays émergents.  

 

Dans ce contexte, notre recherche vise à mieux comprendre les choix des modes d’entrée 

dans des pays étrangers réalisés par les entreprises indiennes. Elle prend en compte la distance 

institutionnelle entre les entreprises et les pays hôtes, mais également la nature même de ces 

pays hôtes. En effet, lorsqu’une entreprise d’un pays émergent s’implante dans un autre pays 

émergent, ses objectifs peuvent être assez différents de ceux qu’elle a lorsqu’elle s’implante 

dans un pays développé. Plus précisément, nous analysons 487 opérations internationales de 

firmes indiennes et testons l’impact du type de pays hôte et de la distance institutionnelle sur 

les choix réalisés : acquisition ou joint-venture.  

 

Les résultats indiquent que les entreprises indiennes ont une préférence pour les 

acquisitions quand elles s’implantent dans des pays développés, mais nous ne trouvons pas de 

résultats significatifs pour une modalité quand l’entrée se fait dans un autre pays émergent. Il 

est également montré que la distance institutionnelle informelle impacte négativement les 

entrées par acquisitions par rapport aux joint-ventures. Ceci indique que les entreprises 

indiennes préfèrent des modes d’entrée avec un niveau d’engagement plus faible quand la 

distance institutionnelle est forte. 

 

La suite de cet article est organisée de la façon suivante. Dans une première partie, nous 

discutons la littérature existante et nous développons les hypothèses. Nous présentons ensuite 

le design de la recherche, les données utilisées et les résultats obtenus. Dans une dernière partie 

nous discutons ces résultats et présentons les directions pour des recherches ultérieures.  
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3.2 ANALYSE DE LA LITTERATURE ET HYPOTHESES DE 

LA RECHERCHE 

3.2.1 LE CHOIX D’UN MODE D’ENTREE DANS UN PAYS 

ETRANGER PAR LES ENTREPRISES DES PAYS EMERGENTS 

Au fil des dernières décennies, la libéralisation économique a débouché sur l’ouverture 

d’un nombre croissant de pays (Pogrebnyakov et Maitland, 2011). Dans ce contexte, le choix 

du mode d’entrée est une décision stratégique importante qui influence le niveau des ressources 

engagées, le niveau de contrôle des opérations à l’étranger et le risque de dissémination des 

savoir-faire (Osland, Taylor et Zou, 2001). En dehors de l’exportation depuis son territoire 

d’origine, les entreprises ont le choix entre plusieurs formes principales d’entrée sur des 

marchés étrangers : acquisitions, alliances stratégiques, capitalistiques ou non capitalistiques, 

ou filiales en propriété exclusive Greenfield (Kogut et Singh, 1988). Les critères de décision 

entre ces différentes modalités ont été largement étudiés par les chercheurs (Hennart et Reddy, 

1997 ; Kogut et Singh, 1988, Harzing et Pudelko, 2016).  

 

Acquisitions internationales et alliances stratégiques internationales (sous forme de 

joint-ventures) sont les deux modes d’entrée qui sont privilégiés par les entreprises des pays 

émergents (Guillén et García-Canal, 2009). Une acquisition internationale peut être définie 

comme un rachat total ou partiel d’une entreprise à l’étranger et une joint-venture internationale 

comme une entité organisationnelle créée et gérée conjointement par des entreprises locales et 

étrangère (Meschi et Riccio, 2008). Les filiales en propriété exclusive Greenfield sont des 

créations d’activités ex nihilo (Kogut et Singh, 1988).  

 

Les acquisitions réalisées par des entreprises des pays émergents ont reçu une attention 

croissante de la presse économique et des chercheurs ces dernières années (Deng et Yang, 2015 

; Meyer et Peng, 2016 ; Buckley, Munjal, Enderwick et Forsans, 2016a ; Buckley, Munjal, 

Enderwick et Forsans, 2016b), notamment lorsque la cible se situe dans un pays développé 

(Lebedev, Peng, Xie et Stevens, 2014). Les acquisitions des entreprises britanniques Tetley Tea 

et Jaguar Land Rover par le groupe indien Tata, des français Arcelor par Mittal et Club Med 

par Forsun, un groupe chinois, sont quelques exemples de rachats qui ont été largement 
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commentés. Ces acquisitions ont pour objectif principal de prendre le contrôle d’actifs 

stratégiques : technologies d’une part et marques d’autre part (Deng et Yang, 2015). Il s’agit 

donc pour les pays émergents de compenser leurs désavantages compétitifs (De Beule, Elia et 

Piscitello, 2014), liés notamment à leur position d’entrants tardifs sur les marchés (Luo et Tung, 

2007). Ces acquisitions leur permettent de se développer très rapidement et largement dans les 

pays développés (Luo et Tung, 2007 ; Madhok et Keyhani, 2012). Elles permettent enfin aux 

entreprises des pays émergents de surmonter les contraintes institutionnelles qu’elles subissent 

sur leurs marchés d’origine (Luo et Tung, 2007). La valeur spécifique de ces rachats semble 

corroborée par le montant des primes d’acquisition des entreprises des pays développés qui sont 

supérieures lorsque l’acheteur provient d’un pays émergent (Hope, Thomas, et Vyas, 2011).  

 

Les entreprises choisissent de se développer à travers des alliances stratégiques 

internationales pour des raisons règlementaires (Prevot et Meschi, 2007), pour partager les coûts 

et les risques (Nielsen, 2010), les ressources (Hitt, Dacin, Levitas, Arrègle et Borza, 2000), et 

pour accéder à des connaissances locales (Castañer and Genç, 2011), en tissant des liens avec 

les pays développés (Mathews, 2006). Pour Guillén et Garcia-Canal (2009) les alliances 

stratégiques internationales soutiennent également l’internationalisation rapide des entreprises 

des pays émergents, et jouent un rôle crucial dans le processus d’acquisition d’actifs intangibles 

et de rattrapage de leurs homologues des pays les plus avancés. 

 

3.2.2 L’INFLUENCE DU TYPE DE PAYS HOTE SUR LE MODE 

D’ENTREE DES ENTREPRISES DES PAYS EMERGENTS  

Certaines variables spécifiques, comme le type de pays hôte peuvent avoir une influence 

forte sur le choix du mode d’entrée dans un pays étranger. En particulier, les motivations des 

entreprises des pays émergents ne sont pas les mêmes selon qu’elles choisissent d’entrer dans 

un pays développé ou dans un autre pays émergent. Il est donc important de tester le rôle de 

cette variable. 

 

L’entrée des entreprises des pays émergents dans des pays développés a commencé à 

être étudiée dans la littérature académique au cours des dix dernières années (Lebedev et al., 

2014). Une entrée dans un pays développé peut avoir plusieurs avantages. Tout d’abord, l’entrée 

peut être facilitée par plusieurs facteurs : l’existence de réglementations anti-trusts efficaces 



Third Part: Essay 2 

169 

 

qui offrent une plus faible protection aux firmes en place (Wan, 2005), ainsi qu’une plus forte 

stabilité institutionnelle (Yamakawa, Peng et Deeds, 2008). Cette stabilité facilite l’accès aux 

financements, notamment à travers les marchés financiers. Elle offre une plus forte protection 

des droits de propriété et un plus faible niveau de corruption. Ensuite, ces marchés présentent 

un niveau de risque plus faible (Yamakawa et al., 2008), et acquérir ou s’allier avec une 

entreprise d’un pays développé peut donner une légitimé à l’entreprise d’un pays émergent. 

Enfin, entrer dans un pays développé permet à une entreprise d’un pays émergent de bénéficier 

d’un environnement scientifique et technique bien plus avancé que celui de leur pays d’origine 

et donc d’améliorer son niveau de connaissances (Jindra, Hassan et Cantner, 2016).  

 

A l’inverse, lorsqu’une entreprise d’un pays émergent s’implante dans un pays du même 

type, elle rencontre un environnement marqué par des vides institutionnels. Dans ce cas, 

l’objectif principale est d’exploiter les ressources et compétences qu’elles ont développées sur 

leur sol (Wright et al., 2005). En particulier, elles disposent dans ce cas de figure d’un avantage 

vis-à-vis de leurs homologues des pays développés (Cuervo-Cazurra et Genç, 2008) du fait de 

leur familiarité avec des environnements institutionnels instables (Guillén et García-Canal, 

2009).  

 

Les entreprises des pays émergents exploitent donc des avantages concurrentiels acquis 

lorsqu’elles s’implantent dans d’autres pays émergents (Wright et al., 2005), alors que leur 

entrée dans un pays développé relève davantage d’une logique exploratoire (Yamakawa et al., 

2008). 

 

Or, la nature même du pays hôte n’est pas prise en compte dans la seule mesure de la 

distance institutionnelle habituellement utilisée dans les recherches. En effet, dans les 

recherches, lorsque l’on prend en compte deux pays A et B de niveau institutionnel différent, 

on considère comme identique le cas d’une entreprise du pays A qui s’implante dans le pays B 

et le cas d’une entreprise du pays B qui s’implante dans le pays A. Par ailleurs, pour une 

entreprise d’un pays émergent, s’implanter dans un pays éloigné en termes de distance 

institutionnelle ne signifie pas nécessairement l’entrée dans un pays développé et, à l’inverse, 

s’implanter dans un pays proche institutionnellement ne signifie pas nécessairement entrer dans 

un autre pays émergent.  
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Lorsqu’elles s’implantent dans un pays développé, les entreprises des pays émergents 

sembleraient préférer mettre en œuvre cette stratégie par le biais d’acquisitions afin de renforcer 

leurs avantages concurrentiels (De Beule et al., 2014 ; Lebedev et al., 2014 ; Cnuced, 2015). 

Tout d’abord, au travers de ces acquisitions, elles peuvent accéder rapidement à deux types 

d’actifs stratégiques : des marques d’une part et des technologies d’autre part (Luo et Tung, 

2007). La maîtrise de ces actifs les aide à développer des avantages concurrentiels sur les 

marchés étrangers, mais aussi sur leur marché domestique (Nielsen et Gudergan, 2012). 

Ensuite, de nombreuses entreprises des pays émergents ont acquis de fortes réserves de 

trésorerie. Ces réserves leur donnent l’opportunité de payer de très fortes primes pour 

l’acquisition d’entreprises qui leur procurent un accès très rapide au marché (Hope et al., 2011). 

Enfin, pour une entreprise d’un pays émergent, trouver un partenaire pour signer un accord 

d’alliance stratégique dans un pays développé peut s’avérer problématique du fait de l’écart de 

compétence entre les deux entreprises (Rabbiosi, Elia et Bertoni, 2012). Dans ce cas, racheter 

une entreprise en difficulté financière peut servir plus efficacement l’objectif d’implantation 

rapide. On peut ainsi constater que de nombreuses entreprises indiennes ont effectué ces 

dernières années des acquisitions importantes dans des pays développés (Buckley et al., 2016a). 

Ces acquisitions ont joué un rôle très important dans leurs stratégies d’internationalisation car 

elles leurs ont permis de devenir des leaders dans leurs industries respectives (Suzlon, Bharti 

Airtel, Tata Steel) (Buckley et al., 2016a). 

 

Plusieurs arguments indiquent toutefois que les acquisitions ne sont pas nécessairement 

des modes d’entrée efficaces dans un pays développé. Elles ne seraient pas indispensables dans 

un contexte de grande efficacité des institutions (Deng et Yang, 2015), en particulier car celles-

ci offrent une réelle protection des droits de propriété (Chen, 2013). De plus, il pourrait être 

difficile pour des entreprises des pays émergents de gérer correctement des entreprises acquises 

dans des pays développés (Meyer et Peng, 2016).  

 

Nous soutenons que, malgré les défis liés à la distance institutionnelle, aux acquisitions 

et à l'intégration des cibles des pays développés, les entreprises des pays émergents, et en 

particulier les entreprises indiennes préfèrent les acquisitions quand elles s’implantent dans les 

marchés développés. Cela nous conduit à formuler la première hypothèse suivante : 
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Hypothèse 1 : Lorsqu’une entreprise indienne s’implante dans un pays développé, sa 

propension à acquérir une entreprise dans ce pays est supérieure à sa propension à investir dans 

une joint-venture avec une entreprise de ce pays 

 

Il convient d’analyser de façon distincte les critères qui peuvent influencer le choix entre 

acquisition et joint-venture quand une entreprise d’un pays émergent entre dans un autre pays 

émergent.  

 

Premièrement, l’entrée dans un autre pays émergent se fait plus dans une logique 

d’exploitation que d’exploration (Wright et al., 2005). Lorsqu’une entreprise d’un pays 

émergent s’internationalise par une acquisition, la motivation est plutôt exploratoire dans le but 

d’accéder à des actifs stratégiques (Deng et Yang, 2015), et non dans un but d’exploitation. 

Pour Nielsen (2010), une entrée par alliance stratégique peut avoir deux motivations. Quand il 

s’agit d’exploiter des ressources, l’alliance stratégique sert principalement à entrer sur un 

marché et à améliorer son expérience internationale. Cependant, quand la motivation est 

exploratoire, les alliances stratégiques peuvent aider l’entreprise a développer une stratégie 

globale, une organisation globale ou internationaliser sa chaîne de valeur (Nielsen, 2010).  

 

Deuxièmement, Hernandez et Nieto (2015) montrent que quand une entreprise investit 

dans un pays avec un niveau réglementaire moins développé que le pays d’origine, elle a 

tendance à préférer des modes d’entrée avec un niveau d’engagement plus bas que dans le cas 

d’une entrée dans un pays dont les institutions sont plus développées. Cette idée est également 

défendue par Meyer, Estrin, Bhaumik et Peng (2009) qui affirment que les entreprises préfèrent 

les joint-ventures lorsqu’elles s’implantent dans des pays à faible environnement institutionnel 

en raison de risques et coûts accrus liés aux fusions-acquisitions dans ces pays.  

 

Enfin, il a été montré que le niveau d’incertitude du pays hôte impacte négativement le 

niveau d’engagement (De Beule et al., 2014). Quand une entreprise d’un pays émergent 

s’implante dans un autre pays émergent le niveau d’incertitude serait plus bas que dans le cas 

d’une entrée dans un pays développé (De Beule et al., 2014), car ces entreprises ont l’habitude 

des environnements institutionnels instables (Wright et al., 2005).  

 

Il semble donc difficile de se prononcer sur le mode d’entré privilégié par des entreprises 

des pays émergents qui s’implantent dans un autre pays émergent. En effet, le premier argument 
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conduit à penser qu’une entreprise visant à exploiter à l’étranger des compétences acquises 

n’aurait pas intérêt à procéder par acquisition alors que, selon le deuxième argument, elle 

pourrait dans ce cas préférer les joint-ventures. A l’inverse, le troisième argument va plutôt 

dans le sens des acquisitions.  

 

La théorie ne débouche pas sur un consensus. Cela nous amène à poser l’hypothèse que 

les entreprises des pays émergents n’ont pas de mode d’entrée privilégié lorsqu’elles 

s’implantent dans un autre pays émergent et qu’elles peuvent choisir aussi bien une acquisition 

qu’une joint-venture.  

 

Hypothèse 2 : Lorsqu’une entreprise indienne s’implante dans un pays émergent, sa 

propension à acquérir une entreprise dans ce pays est identique à sa propension à investir dans 

une joint-venture avec une entreprise de ce pays  

 

3.2.3 L’IMPACT DE LA DISTANCE INSTITUTIONNELLE SUR LE 

CHOIX DES MODES D’ENTREE  

Les firmes peuvent s’implanter dans des pays proches ou plus distants du pays d’origine 

du point de vue des institutions. Cette distance peut également avoir une influence notable sur 

le mode d’entrée choisi. Le niveau de développement institutionnel impacte l’attractivité d’un 

pays, en tant que pays hôte ou pays domestique, pour des activités des entreprises 

multinationales (Dunning et Lundan, 2008). La prise en compte croissante de la théorie 

institutionnelle dans le champ de la stratégie et du management international a amené à prendre 

davantage en considération l’impact de cette distance institutionnelle sur les choix stratégiques 

(Chiao, Yu et Peng, 2009; Kostova, 1999), et en particulier sur les choix de localisation (Conti, 

Parente, et de Vasconcelos, 2016) et le choix des modes d’entrée (Estrin, Baghdasaryan et 

Meyer, 2009 ; Harzing et Pudelko, 2016), notamment dans le cas des pays émergents (Xu et 

Shenkar, 2002).  

 

Kostova (1999) définit la distance institutionnelle comme la différence entre les profils 

institutionnels de deux pays. Le profil institutionnel de chaque pays est calculé à partir de trois 

dimensions qui constituent son environnement institutionnel ; dimensions réglementaire, 

normative et cognitive (Scott, 1995). La dimension réglementaire correspond aux lois et à la 
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réglementation (Scott, 1995). La dimension normative fait référence aux valeurs et normes chez 

les individus (Scott, 1995). Ces valeurs et normes vont définir ce qu’il convient de faire et la 

façon de le faire (Kostova, 1999). Enfin, la dimension cognitive reflète les structures cognitives 

et les connaissances sociales partagées par la population d’un pays (Kostova, 1997).    

 

De nombreuses mesures de la distance institutionnelle ont été utilisées dans la recherche. 

Le modèle CAGE (Ghemawat, 2001) prend en compte quatre dimensions de la distance entre 

pays : culturelle, administrative, géographique et économique. D’autres chercheurs ont opéré 

une distinction importante entre les distances formelle et informelle (Estrin et al., 2009) dans la 

lignée de la classification des institutions de North (1990). Pour Dunning et Lundan (2008) un 

système institutionnel n’est analysé complètement que si on prend en compte les institutions 

formelles et informelles. Les institutions formelles sont celles qui fixent les règles qui 

s’appliquent aux interactions entre les acteurs économiques (North, 1990), alors que les règles 

informelles sont des contraintes qui ne sont pas formellement codifiées, mais qui sont 

enchâssées dans les normes, valeurs et croyances de la société. La distance formelle recouvre 

donc des différences dans les institutions gouvernementales, les systèmes bancaires ou encore 

les systèmes éducatifs. Les institutions formelles peuvent favoriser certaines stratégies et en 

limiter d’autres (Arslan et Larimo, 2011). La distance institutionnelle informelle mesure elle 

les différences de cultures, de valeurs, de normes et d’état d’esprit (Marchand, 2015). Ainsi, si 

la distance formelle peut évoluer au cours du temps, la distance informelle est plus stable car 

les institutions informelles sont intimement liées aux comportements et aux modes de pensée 

(North, 1990).  

 

Le tableau ci-dessous (tableau 1) présente les principaux articles qui ont étudié l’impact 

de la distance institutionnelle sur le choix des modes d’entrée des entreprises. Ces recherches 

confirment l’existence de cet impact. Toutefois, elles ont surtout porté sur l’internationalisation 

des entreprises de pays développés. Il a été montré que les entreprises ont tendance à préférer 

des modes d’entrée nécessitant un niveau d’engagement plus faible lorsque cette distance est 

forte (Zhao, Luo et Suh, 2004), et en particulier que les entreprises préfèrent les alliances aux 

acquisitions lorsque la distance institutionnelle (Hitt, 2016), ou la distance culturelle (Kogut et 

Singh, 1988), est importante. En effet, plus la distance institutionnelle est forte, plus il est 

difficile pour de nouveaux entrants d’accéder à des ressources et des compétences enchâssées 

dans des organisations existantes (De Beule et al., 2014 ; Hennart, 2012).  
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Toutefois, plus récemment, certains ont mentionné l’importance de prendre en compte 

la direction de cette distance (Hernandez et Nieto, 2015 ; van Hoorn et Maseland, 2016). Quand 

une entreprise investit dans un pays dont les institutions sont plus stables et plus développées, 

l’impact de la distance sera différent que dans le cas inverse où elle s’implante dans un pays où 

elles sont plus faibles et plus instables. On peut donc penser que l’impact de la distance 

institutionnelle est différent lorsque l’on prend en compte la stratégie d’une entreprise d’un pays 

développé ou d’un émergent. Une forte distance institutionnelle peut signifier dans le premier 

cas l’implantation dans des pays émergents, caractérisés par des vides institutionnels et dans le 

deuxième l’entrée dans des pays aux institutions plus stables et plus performantes. Ainsi, une 

entreprise d’un pays développé qui pénètre un pays émergent va se trouver confrontée à des 

coûts de transaction élevés et à un risque élevé sur les droits de propriété. Dans le cas inverse, 

une entreprise d’un pays émergent ne rencontre pas de tels risques. Il est donc important 

d’étudier de façon précise l’impact de la distance institutionnelle sur le choix des modes 

d’entrée dans le cas spécifique des pays émergents. 

 

La distance institutionnelle peut donc avoir un effet direct sur le choix des modes 

d’entrée. On peut penser que les arguments précédents s'appliquent tout à fait dans le cas d’un 

pays émergent comme l’Inde, ce qui conduit à formuler l’hypothèse suivante :  

 

Hypothèse 3 : Lorsqu’une entreprise indienne s’implante dans un pays étranger, plus la 

distance institutionnelle avec ce pays est forte, plus sa propension à acquérir une entreprise dans 

ce pays est faible 

 

Cependant, si l’on considère des couples “pays d’origine émergent x pays hôte”, on ne 

peut se contenter d’affirmer que cette distance est faible lorsque le pays hôte est un autre pays 

émergent, et qu’elle est forte lorsque le pays hôte est un pays développé. En effet, il peut y avoir 

de fortes différences de distance institutionnelle entre deux couples “pays d’origine émergents 

x pays hôte émergent” ou deux couples “pays d’origine émergent x pays hôte développé”. Cela 

amène à compléter l’analyse de l’effet de la distance institutionnelle sur le choix du mode 

d’entrée en différenciant le cas où l’entrée se fait dans un pays émergent du cas où elle se fait 

dans un pays développé.  

 

Lorsqu’elle s’implante dans un pays développé, une entreprise d’un pays émergent a 

comme objectif principal l’acquisition de ressources stratégiques (Deng et Yang, 2015 ; Meyer, 
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2015 ; Buckley, Munjal, Enderwick et Forsans, 2016a). Elle vise principalement à acquérir des 

technologies et des marques qui lui font défaut pour s’imposer sur les marchés mondiaux. Dans 

ce cas, procéder par acquisition est la manœuvre stratégique privilégiée (Rabbiosi et al. 2012), 

et l’on peut penser que la distance institutionnelle n’a pas d’impact sur cette préférence. Même 

dans le cas d’une forte distance institutionnelle, l’entreprise va privilégier les acquisitions.  

 

Hypothèse 4 : Lorsqu’une entreprise indienne s’implante dans un pays développé, la 

distance institutionnelle avec ce pays n’a pas d’impact sur le choix de mode d’entrée de 

l’entreprise 

 

Qu’en est-il lorsqu'une entreprise d’un pays émergent s’implante dans un autre pays 

émergent ? Dans ce cas, elle a surtout pour objectif d’exploiter des ressources et compétences 

qu’elle a déjà développées (Wright et al., 2005). Ceci s’explique par le fait que ces ressources 

et compétences sont plus facilement exploitables dans un contexte institutionnel proche de celui 

de son pays d’origine (Wright et al., 2005). Dans ce cas, la distance institutionnelle pourrait 

avoir un impact plus important car la stratégie peut être mise en œuvre indifféremment par une 

alliance stratégique ou une acquisition. Ce sont donc des considérations d’ordre plus 

opérationnelles qui vont conduire au choix du mode d’entrée.  

 

Par ailleurs, la recherche a montré qu’une forte distance institutionnelle est associée à 

un niveau d’incertitude plus élevé, ce qui favorise des modes d’entrée impliquant un niveau 

d’engagement plus bas (De Beule et al., 2014), comme les alliances stratégiques (Hitt, 2016). 

A l’inverse, si le niveau institutionnel du pays d’origine et du pays hôte sont proches, les 

entreprises vont préférer un niveau d’engagement plus élevé (Xu et Shenkar, 2002). Un niveau 

de distance institutionnelle bas rend également plus facile l’intégration d’une entreprise cible 

(Kostova, 1999). On peut donc penser que lorsqu’une entreprise d’un pays émergent s’implante 

dans un pays de même type, elle privilégie les acquisitions lorsque la distance institutionnelle 

est faible et les alliances internationales lorsque cette distance est forte.  

 

Hypothèse 5 : Lorsqu’une entreprise indienne s’implante dans un pays émergent, la 

distance institutionnelle avec ce pays a un impact négatif sur sa propension à acquérir une 

entreprise dans ce pays 
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Tableau 1 :  L’impact de la distance sur le choix des modes d’entrée 

Article Contexte Méthodologie Résultats 

  Dimensions de la 

distance 

Echantillons Données Méthode de 

recherche 
 

Estrin, 

Baghdasaryan et 

Meyer (2009) 

 

Impact de la 

distance 

institutionnelle et 

de la distance des 

ressources 

humaines sur les 

stratégies 

internationales 

d'entrée des 

entreprises sur les 

marchés 

émergents 

Distance 

institutionnelle 

(formelle et 

informelle) (North, 

1990) et la distance 

des ressources 

humaines  

 

861 

observations 

(769 

observations 

utilisables) 

 

Enquête des 

investisseurs 

étrangers en Egypte, 

en Hongrie, en Inde, 

en Pologne, en 

Afrique du Sud et au 

Vietnam 

 

Quantitatif 

(régression 

logistique 

binominale) 

 

Pour les primo-

investisseurs, la 

distance 

institutionnelle 

formelle conduit à des 

investissements 

Greenfield. L'impact 

de la distance 

institutionnelle 

informelle est 

curvilinéaire 

Arslan et 

Larimo (2011) 

 

Impact de la 

distance 

institutionnelle 

sur le choix de 

mode d'entrée des 

entreprises 

finlandaises 

(Greenfield 

versus 

acquisitions)  

 

Distance 

institutionnelle 

formelle versus 

informelle (North, 

1990) 

 

343 opérations 

par 121 

entreprises 

industrielles de 

1990 à 2006 

 

Données secondaires 

(bases de données, 

rapports annuels) 

 

Quantitatif 

(régression 

logistique 

binominale) 

 

Un niveau de distance 

institutionnelle 

formelle conduit à une 

préférence pour les 

acquisitions tandis 

qu'une forte distance 

de institutionnelle 

informelle conduit à 

une préférence pour 

les investissements 

Greenfield 

Ang et al. 

(2015) 

 

Les effets 

d'interaction des 

différences 

institutionnelles 

Dimensions 

cognitive, normative 

et régulative de la 

distance 

673 

acquisitions et 

alliances 

internationales 

Données secondaires 

(SDC Platinum) 

 

Quantitatif 

(régression 

logistique) 

 

Les entreprises des 

pays émergents 

imitent les entreprises 

locales lors de leur 
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sur les 

acquisitions et les 

alliances 

stratégiques des 

entreprises des 

pays émergents  

institutionnelle 

(Scott, 1995) 

 

des entreprises 

industrielles de 

six pays 

émergents de 

1995 à 2008  

 

entrée sur les marchés 

étrangers 

 

Herandez et 

Nieto (2014) 

 

Impact de la 

distance 

institutionnelle 

régulative sur les 

décisions de 

mode d'entrée 

internationales en 

incluant 

l'ampleur et la 

direction de la 

distance 

 

Distance 

institutionnelle 

régulative 

 

10 560 

opérations 

internationales 

par des 

entreprises 

européennes en 

2008 

 

Données secondaires 

("Internationalisation 

of European SMEs, 

Europea, 

Commission, DG 

Enterprise and 

Industry", enquête de 

2010) 

 

Quantitatif 

(Analyse 

multiniveau) 

 

Lorsque la distance 

institutionnelle 

réglementaire entre le 

pays domestique et le 

pays hôte est positive 

les entreprises ont 

tendance à préférer les 

modes d'entrée avec 

un niveau de 

participation plus 

élevé. Un niveau de 

distance régulative 

négative conduit à 

privilégier les modes 

d'entrée plus souples 

Brouthers et 

Brouthers 

(2000) 

 

Impact de la 

distance 

institutionnelle et 

culturelle et des 

coûts de 

transaction sur le 

choix de mode 

d'entrée des 

entreprises 

japonaises sur le 

marché des pays 

Variables du context 

institutionnel: 

montant 

d'investissement 

relatif, intensité 

technologique  

Variables du context 

culturel: distance 

hiérarchique, 

aversion au risque, 

masculinité/feminité, 

136 operations 

(greenfield and 

acquisitions) 

from 1980 to 

1994 

 

Données secondaire 

du rapport JETRO 

(Japan External 

Trade Organization) 

 

Quantitatif 

(régression 

logistique 

binominale) 

 

Les variables 

institutionnelles 

montant de 

l'investissement, 

intensité 

technologique et 

expérience 

internationales sont 

significativement 

liées au mode d'entrée 

choisis par les 
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européens 

occidentals   

 

individualisme 

(Hofstede, 1980) 

 

entreprises. Pour les 

variables culturelles, 

seulement le taux de 

croissance du marché 

est significatif. Les 

variables culturelles 

de Hofstede 

n'impactent pas le 

choix de mode 

d'entrée des 

entreprises  

Demirbag et al. 

(2009) 

 

Impact des 

variables 

institutionnelles, 

des variables 

liées à la 

transaction et à 

l'entreprise sur le 

niveau de 

participation des 

entreprises 

turques dans 

leurs filiales 

étrangères 

Contraintes 

politiques, distance 

culturelle, distance 

linguistique, 

infrastructure du 

savoir 

 

522 filiales 

internationales 

des entreprises 

turques de 1990 

à 2006 

 

Données secondaires 

(Turkish General 

Directorate of 

Banking and 

Exchange (GDBE)) 

 

Quantitatif 

(régression 

logistique 

binominale) 

 

Les variables 

institutionnelles sont 

importantes pour 

expliquer la prise de 

participation dans les 

filiales étrangères 

turques. Aucun 

support trouvé pour la 

distance culturelle. 

Kogut et Singh 

(1988) 

 

Impact de la 

culture sur les 

choix de mode 

d'entrée sur le 

marché 

américain des 

entreprises 

étrangères  

Distance culturelle 

 

228 entrées sur 

le marché 

américain par 

des entreprises 

étrangères de 

1981 à 1985 

 

Données secondaires 

du ministère de 

commerce américain 

 

Quantitatif 

(régression 

logit 

multinominal) 

 

Lorsque la distance 

culturelle entre deux 

pays est élevée, les 

entreprises ont une 

préférence pour les 

joint-ventures aux 

acquisitions 
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3.3 METHODOLOGIE 

La recherche a porté sur des opérations d’internationalisation d’entreprises indiennes 

sur une longue période. Nous présentons dans cette partie la nature de l’échantillon, les sources 

de données, ainsi que les variables qui ont été utilisées pour tester les hypothèses de la 

recherche.  

 

3.3.1 CONTEXTE ET DONNEES 

L’objectif de la recherche est de mieux comprendre l’internationalisation des entreprises 

des pays émergents et de déterminer l’influence de la distance institutionnelle et du choix du 

pays hôte sur les modes d’entrée choisis. Les recherches conduites dans le contexte des pays 

émergents sont rendues complexes par le niveau élevé d’hétérogénéité entre ces pays (Thite, 

Wilkinson, Budwar, et Mathews, 2016). C’est pour cette raison que nous avons décidé de nous 

focaliser sur un seul pays émergent ; l’Inde. L'Inde est l'une des plus grandes puissances 

économiques mondiale qui investit de plus en plus à l’étranger. En 2015, le stock des 

investissements directs à l’étranger des entreprises indiennes était de 17 milliards de dollars, en 

augmentation de 5 milliards de dollars depuis 2010 (Cnuced, 2017). Les opérations 

internationales des entreprises indiennes, en majorité des entreprises privées, connaissent un 

des taux de réussite les plus élevés des pays BRIC (Cnuced, 2010).  

 

L’échantillon utilisé est constitué des acquisitions et des joint-ventures réalisés par des 

entreprises indiennes cotées sur la période 2004-2013. Nous avons voulu considérer une période 

suffisamment longue pour disposer d’un nombre suffisant d’observations et avons opté pour la 

période de dix ans, la plus récente sur laquelle il était possible de disposer de toutes les données 

nécessaires à la recherche. Les opérations étudiées sont celles réalisées sur la période par les 

entreprises de l'index Indien S&P CNX 500 qui représente environ 95% de la capitalisation 

boursière indienne. Nous avons privilégié des entreprises cotées pour lesquelles le 

développement international est un enjeu important.  Il est également possible de disposer pour 

ce type d’entreprises de l’ensemble des données nécessaires au test de nos hypothèses.  
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Notre échantillon comprend 487 opérations (acquisitions et joint-ventures) réalisées par 

135 entreprises indiennes dans 83 pays étrangers. Cependant, du fait de l’absence des données 

de certaines entreprises, notre échantillon final est constitué de 457 opérations, dont 188 

réalisées dans d’autres pays émergents et 269 dans des pays développés.   

 

Les données proviennent des bases SDC Platinum et InFinancials, ainsi que des rapports 

annuels des entreprises. La base de données SDC Platinum a été fréquemment utilisée par les 

chercheurs en stratégie et management international qui travaillent sur les acquisitions et 

alliances stratégiques (Elango et Pattnaik, 2007 ; Li et Ferreira, 2008 ; Deng et Yang, 2015). La 

variable à expliquer étant binaire (acquisition ou joint-venture) des régressions logistiques ont 

été utilisées.  

 

3.3.2 MESURES  

3.3.2.1 Variable Dépendante 

Le choix du mode d'entrée, joint-ventures internationales versus acquisitions 

internationales, est la variable à expliquer pour tester les hypothèses qui ont été formulées. Dans 

la base de données SDC Platinum une joint-venture internationale est définie comme une 

opération dans laquelle deux entreprises ou plus contribuent à la création d’une nouvelle entité 

à l’étranger. Nous avons choisi les opérations dans lesquelles une entreprise indienne a signé 

un accord de joint-venture avec une entreprise étrangère à l’étranger. Une acquisition 

internationale est, dans SDC Platinum, considérée comme une opération dans laquelle une 

entreprise achète au minimum 5% du capital d’une entreprise à l’étranger26. Sur notre 

échantillon, dans 85% des cas, la prise de participation est supérieure à 50% et 56% des 

opérations sont des acquisitions totales. La variable est binaire et nous utilisons un codage où 1 

représente les acquisitions internationales et 0 représente les joint-ventures internationaux. 

 

3.3.2.2 Variables Indépendantes 

Trois variables explicatives sont utilisées : (i) la distance institutionnelle formelle, (ii) 

la distance institutionnelle informelle et (iii) le type de pays hôte (développé ou émergent). La 

                                                 
26http://asklib.library.hbs.edu/faq/47760/ ; http://library.princeton.edu/resource/3951 

http://asklib.library.hbs.edu/faq/47760/
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distinction entre les deux types de distance institutionnelle s’inscrit dans la lignée des travaux 

de North (1990) dans lesquels une distinction est opérée entre les institutions formelles et 

informelles. Pour les mesures, la méthodologie appliquée par Estrin et al. (2009) est utilisée. 

La distance institutionnelle formelle (tableau 2) est mesurée à partir de l’indice de liberté 

économique tiré de Heritage Foundation27, et la distance institutionnelle informelle est calculée 

à partir des dimensions culturelles de Hofstede (Hofstede, 2001 ; Hofstede et Minkov, 2010). 

 

De façon plus précise, l’indice de liberté économique est composé de plusieurs facteurs 

tels que les droits de propriété, l’absence de corruption, la fiscalité, les dépenses du 

gouvernement, la liberté d'entreprise, la liberté du travail, la liberté monétaire, la liberté du 

commerce, la liberté d'investissement et la liberté financière. Chaque facteur est noté de 0 à 

100. Pour calculer la distance institutionnelle formelle entre l’Inde et le pays hôte nous avons 

calculé la différence en valeur absolue entre la somme des scores des deux pays. Un des 

avantages de cet indice est qu’il est disponible pour chaque année de notre étude. Nous avons 

donc pu utiliser la valeur de la distance institutionnelle formelle de l'année de l’opération.  

 

 

                                                 
27

http://www.heritage.org/index/ 
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Tableau 2 : Valeur des indicateurs de distance formelle 

Variable de la 

distance formelle 

 Score 

moyen 

pour 

l'Inde 

(2004-

2014) 

Score 

moyen 

pays 

d'accueil 

(2004-

2014) 

Score 

moyen 

pays 

émergents 

(2004-

2014) 

Score 

moyen 

pays 

développés 

(2004-

2014) 

Distance 

moyenne 

entre Inde 

et pays 

émergents   

Distance 

moyenne 

entre Inde 

et pays 

développés 

Score global  54 63,5 59,3 71,2 5,2 17,1 

L'Etat de droit        

Droit de propriété Mesure le degré dans lequel les lois 

d'un pays protègent les droits de 

propriété privée  

50 

 

53,9 40,4 78,3 -9,6 28,3 

Lutte contre la 

corruption 

 

Le score de cette composante provient 

essentiellement de perception de la 

corruption (IPC) de Transparency 

International pour 2010, qui mesure le 

niveau de corruption dans 178 pays 

31,2 50 37,9 72 6,7 40,8 

Gouvernement 

limité 
       

Poids des impôts 

et des taxes 

Mesure de la charge fiscale imposée 

par le gouvernement 

75,8 74,1 80,8 62,1 5 -13,7 

Dépenses du 

gouvernement 

Niveau des dépenses publiques en 

pourcentage du PIB 

75,9 61,5 74,1 38,7 -1,8 -37,2 

Efficacité de la 

réglementation 
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Libre entreprise 

 

Mesure quantitative de la capacité à 

fonder, exploiter et fermer une 

entreprise qui représente la charge 

globale et le niveau d'efficacité de la 

réglementation 

45,4 70,1 64,2 80,8 18,8 35,4 

Libéralisation du 

travail 

Mesure quantitative qui se penche sur 

divers aspects du cadre juridique et 

réglementaire du marché du travail 

d'un pays 

66,3 65,7 65 67,1 -1,3 0,9 

Libre échange 

 

Combine une mesure de la stabilité 

des prix à une évaluation du contrôle 

des prix 

70,5 75,5 72,2 81,5 1,7 11 

Marchés ouverts        

Liberté des 

échanges 

 

Mesure de l'absence de droits de 

douane et les barrières non tarifaires 

qui affectent les importations et les 

exportations de biens et services 

51, 3 75,5 70,6 84,3 19,3 33 

Liberté 

d'investissement 

 

Niveau des contraintes sur les flux 

d'investissement 

39,5 55,8 46 73,5 6,4 34 

Dérégulation 

financière 

 

Mesure de l'efficacité bancaire ainsi 

qu'une mesure de l'indépendance du 

contrôle du gouvernement et de 

l'ingérence dans le secteur financier 

35,5 55,7 47,4 70,7 11,9 35,3 
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L’indice d’Hofstede (2001), qui utilise quatre dimensions ; la distance hiérarchique, 

l’individualisme, la masculinité, et l’aversion au risque (Hofstede, 2001) est très souvent utilisé 

dans la littérature pour mesurer la distance institutionnelle informelle (Estrin et al., 2009 ; 

Harzing et Pudelko, 2016). Cet indice a été révisé en 2010 (Hofstede et Minkov, 2010) et deux 

dimensions supplémentaires ont été incluses : l’orientation à long terme et l’indulgence. C’est 

l’indice contenant les six dimensions qui a été privilégié dans cette recherche. La distance 

institutionnelle informelle entre le pays d’hôte et l’Inde a été calculée en utilisant la formule 

développée par Kogut et Singh (1988), formule la plus utilisée dans la littérature pour calculer 

la distance informelle (Harzing et Pudelko, 2016). Nous avons utilisé la distance institutionnelle 

de 2010 pour la distance institutionnelle informelle. En effet, si la distance formelle peut varier 

très rapidement, la distance informelle est extrêmement stable dans le temps (North, 1990). Les 

institutions informelles façonnent les comportements et les façons de penser (North, 1990), et 

des siècles peuvent être nécessaires pour les faire évoluer (Hitt, 2016). 

 

La troisième variable indépendante, la nature du pays hôte, est une variable binaire 

prenant la valeur de 1 si l'opération se déroule dans un pays développé et la valeur de 0 si 

l'opération se déroule dans un pays émergent. Comme mentionné précédemment, nous avons 

utilisé la classification de la Cnuced pour chacun des pays hôtes des opérations. 
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Tableau 3 : Variables 

Variable Définition Source 

Distance institutionnelle 

formelle 

Valeur absolue de la 

distance entre pays 

domestique et pays hôtes 

Score global de l’indice de 

la liberté économique 

(World Heritage 

Foundation) 

Distance institutionnelle 

informelle 

Distance calculée à partir 

des six dimensions 

culturelles définies par 

Hofstede ; distance 

hiérarchique, individualisme, 

masculinité, aversion au 

risque, orientation à long 

terme, indulgence 

Hofstede and Minkov (2010) 

Nature du pays hôte Codage des pays hôtes en 

pays émergents ou pays 

développés 

Cnuced 

Taille de l’entreprise Chiffre d’affaires de l’année 

de l’opération 

Infinancials 

Expérience (âge de 

l’entreprise) 

L’âge de l’entreprise au 

moment de l’opération 

Les sites internet des 

entreprises 

Année de l’opération  L’année de l’opération codée 

de 1 à 10 

Les rapports annuels des 

entreprises 

Taux d’endettement Dettes financières sur fonds 

propres 

Infinancials 

Industrie Codées “high-tech” versus 

“low-tech” 

SDC Platinum, Eurostat 

 

 

3.3.2.3 Variables de contrôle 

Nous introduisons dans notre modèle des variables de contrôle afin de ne pas biaiser 

l’estimation du choix entre acquisition et joint-venture. Tout d'abord, nous contrôlons l’effet du 

levier financier défini comme le ratio de la dette financière sur les fonds propres. En effet, la 

structure de la dette d'une entreprise peut influer sur ses décisions d'investissement (Tong, 

Reuer et Peng, 2008). Deuxièmement, nous contrôlons l’impact de l'expérience de l’entreprise 

que nous mesurons par son âge (nombre d'années écoulées entre sa création et l'opération 

étudiée), mesure est couramment utilisée dans la littérature (Buckley et Hashai, 2014 ; Chittoor, 

Sarkar, Ray et Aulakh, 2009). Troisièmement, nous contrôlons l’effet de la taille des entreprises 

que nous mesurons par leur chiffre d’affaires net (Filatotchev, Jackson et Nakajima, 2013 ; 

Gaur et Kumar, 2009). La taille peut avoir un impact direct sur les stratégies, les grandes 
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entreprises disposant souvent de ressources plus importantes pour de nouveaux investissements 

(Tong et al., 2008). Quatrièmement, nous contrôlons l’effet de l'industrie puisque le niveau 

technologique des industries peut avoir une influence sur les modes d'entrée choisis (Hagedoorn 

et Narula, 1996). Nous utilisons la classification proposée par l’OCDE et classons les secteurs 

dans deux catégories ; haute technologie et faible technologie. Enfin, nous contrôlons l’effet de 

l’année de l’opération. 

 

3.3.3 MODELES ET RESULTATS  

La variable dépendante étant binaire, il convient d’utiliser des régressions logistiques 

(Hair, Black, Babin et Anderson, 2014). Pour tester les liens entre les variables et détecter des 

risques de multicolinéarité, nous avons tout d’abord dressé une matrice de corrélations pour les 

variables indépendantes. Cette matrice (tableau 4) répertorie toutes les corrélations par paires. 

Mise à part des corrélations élevées (Hair et al., 2014) entre les variables “Distance 

Institutionnelle Informelles” et “Distance Institutionnelle Formelles” et “Distance 

Institutionnelle Informelle et Formelle” et “Pays hôte” les autres variables ne semblent pas 

présenter de risque de de colinéarité (Hair et al., 2014). Cela est confirmé par le calcul des 

scores VIF (variance inflation factor), que nous avons effectué pour toutes les variables. La 

valeur la plus élevée étant de 1,62, bien inférieure au seuil de 10 au-dessus duquel des 

problèmes peuvent être suspectés (Hair et al., 2014). 

 

Dans le modèle de régression logistique, le coefficient de régression estime la 

probabilité qu’une opération soit une acquisition et pas un joint-venture. Une valeur positive 

signifie que la variable indépendante accroît la probabilité que l’opération soit une acquisition. 

Nous utilisons une régression logistique avec l’équation suivante : 

 

𝑃(𝑦ᵢ = 1) = 1/(1 + exp(−𝑎 − 𝑋ᵢ𝐵)). 

 

yᵢ est la variable dépendante, Xᵢ est le vecteur des variables indépendantes pour 

l’observation i , a représente l’ordonnée à l’origine and B est le vecteur des coefficients de 

régression (Larimo et Arslan, 2013).   
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Tableau 4 : Matrice des corrélations 

 (1) (2) (3) (4) (5) (6) (7) (8) 

1  Distance institutionnelle Informelle 1        

2  Distance institutionnelle Formelle 0,681*** 1       

3  Pays d’accueil 0,572*** 0,625*** 1      

4  Taille de l’entreprise -0,070 -0,095* -0,180* 1     

5  Taux d’endettement -0,074 0,013 0,152** 0,116*** 1    

6  Age de l’entreprise -0,037 0,010 -0,009 0,305*** 0,094* 1   

7  Année de l’opération 0,034 -0,058 -0,087 0,169*** -0,231** 0,041 1  

8  Industrie 0,026 -0,036 0,072 -0,163*** -0,228** -0,036 -0,22 1 

*p<0,05 

**p<0,01 

***p<0,001 
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Tableau 5 : Modèles de régression 

   Pays développé Pays émergent 

Variables Modèle 1 

Coefficient 

Modèle 2 

Coefficient 

Modèle 3 

Coefficient 

Modèle 4  

Coefficient 

Variables de contrôle     

Taille de l’entreprise -0,24*** -0,19*** -0,141 -0,18* 

Taux d’endettement 0,06 -0,07 -0,06 -0,10 

Age de l’entreprise 0,00 0,00 0,00 0,00 

Année de l’opération -0,07 -0,09* -0,20*** 0,00 

Industrie « High-tech » -0,02 -0,18 -0,36 -0,07 

Industrie « Low-tech » 0,00 0,00 0,00 0,00 

 

Variables explicatives 

    

Pays émergents  0,00   

Pays développés  1,56***   

Distance Institutionnelle Formelle  0,00 -0,042 0,018 

Distance Institutionnelle Informelle  -0,86*** -0,91* -0,85*** 

 

Modèle Khi-deux 

 

20,25*** 

 

54,41*** 

 

25,33** 

 

15,58* 

Sensibilité  1,00 0,97 1,00 0,95 

Spécificité 0,03 0,16 0,04 0,24 

-2 Log Likelihood 552,78 467,64 227,00 232,65 

Cox & Snell² 4,10% 11,22% 8,99% 7,95% 

Nagelknerke R² 5,90% 16,48% 14,77% 10,85% 

N 487 457 269 188 

*p<0,05 

**p<0,01 

***p<0,001 
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Les résultats des régressions sont mentionnés dans le tableau 5. Quatre modèles 

différents ont été utilisés. Le modèle 1 est le modèle de base, n’incluant que les différentes 

variables de contrôle. La valeur du Khi-deux montre que ce modèle est explicatif et significatif 

(p < 0,01). Cependant, seule la variable “taille de l’entreprise” est significative (B = - 0,24, p < 

0,01), avec un effet négatif sur les acquisitions, contrairement aux attentes.  

 

Le modèle 2 inclut les distances formelles et informelles et le type de pays hôte. Ce 

modèle a un fort pouvoir explicatif (Khi-deux significatifs, p < 0,01). Le R² de Nagelkerke du 

modèle 2 est de 16,48%, supérieur de 10,58 points à celui du modèle l. 

 

Ce modèle montre que la nature du pays hôte impacte le choix de mode d’entrée. 

Lorsqu’une entreprise d’un pays émergent s’implante dans un pays développé elle a plus de 

probabilités d’y entrer par une acquisition que par un joint-venture (B = 1,56, p < 0,01), ce qui 

valide notre première hypothèse. Cependant, lorsqu’elle va dans un autre pays émergent, nous 

ne trouvons pas de préférence pour les acquisitions par rapports aux joint-ventures. Ce résultat 

valide notre deuxième hypothèse. Concernant la distance institutionnelle, nous montrons que 

seule la distance institutionnelle informelle impacte le choix de mode d’entrée des entreprises 

des pays émergents (B = - 0,86, p < 0,01). Nos résultats indiquent que la distance institutionnelle 

informelle impacte négativement la propension d’une entreprise d’un pays émergent à 

s’internationaliser à travers d’une acquisition par rapport à une joint-venture, validant 

partiellement notre troisième hypothèse.  

 

Afin de répondre aux hypothèses 4 et 5 nous avons divisé notre échantillon dans deux 

sous-groupes : opérations dans des pays développés et opérations dans d’autres pays émergents. 

Notre modèle 3 est centré sur les opérations dans des pays développés et le modèle 4 sur les 

opérations dans d’autres pays émergents. Les deux modèles ont des valeurs de Khi-deux 

significatives, ce qui montre un bon pouvoir explicatif. Les Nagelkerke R² sont 14,77% et 

10,85% respectivement. Cela indique que le modèle 3 a une qualité de prédiction supérieure à 

celle du modèle 4.  

 

Le modèle 3 montre que la distance institutionnelle informelle impacte négativement la 

propension des entreprises des pays émergents à entrer par des acquisitions plutôt qu’en passant 

par des joint-ventures (B = - 0,91, p < 0,01). Ce même résultat est trouvé dans le modèle 4        

(B = - 0,85, p < 0,01), qui teste l’impact de la distance institutionnelle sur les opérations dans 
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d’autres pays émergents. On montre que la distance institutionnelle informelle impacte 

négativement la propension à s’internationaliser par des acquisitions par rapport aux joint-

ventures. Ces résultats invalident notre hypothèse 4 et confirment partiellement notre hypothèse 

5.  

 

Les quatre modèles montrent des taux de sensibilité élevé (leur capacité à prédire 

correctement les acquisitions) avec des valeurs de 100%, 97,1%, 100% et 95% respectivement. 

Cependant, les niveaux de spécificité (leur capacité à prévoir correctement les joint-ventures) 

des modèles sont faibles avec des valeurs de 3%, 16%, 4% et 24%. Ainsi, tous les modèles ont 

de bonnes capacités à prédire le choix des acquisitions mais pas les joint-ventures. 

 

L’influence de certaines variables de contrôle mérite d’être présentée. Notre modèle de 

référence indique que plus l'entreprise est grande, plus est faible la probabilité d'entrer par le 

biais d'une acquisition. L’introduction des mesures de distance institutionnelle et le “pays hôte” 

accroît la qualité du modèle. Les résultats montrent que la distance institutionnelle informelle a 

un impact négatif sur le choix des acquisitions comme mode d’entrée. Cependant, la variable 

“pays hôte” montre que les entreprises des pays émergents ont une préférence pour les 

acquisitions quand elles vont dans un pays développé. Notre modèle 2 montre que dans les 

années récentes les entreprises ont plus tendance à procéder par des acquisitions. Cela pourrait 

être expliqué par le fait que les entreprises ont acquis plus d’expérience à l’international ce qui 

faciliterait l’entrée par un mode d’entrée avec un niveau d’engagement plus élevé. Cet impact 

ressort également dans notre modèle 3 qui se focalise sur l’entrée par les entreprises des pays 

émergents dans des pays développés, mais pas dans le modèle 4 qui centre sur les opérations 

dans d’autres pays émergents. Cependant, dans le cas d’une entrée dans un autre pays émergent 

nous constatons que la taille de l’entreprise a un impact négatif sur sa propension à procéder 

par acquisition.  
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3.4 DISCUSSION  

La plupart des hypothèses de la recherche sont validées. Il convient donc de replacer les 

résultats obtenus dans le cadre de la littérature sur le sujet et d’en préciser la portée pour la 

théorie et la pratique.  

 

L’impact de la distance institutionnelle sur les choix stratégiques des entreprises, et 

notamment sur les modalités d’implantation à l’étranger, a été largement étudié dans la 

littérature en management international. Cependant, la majorité de ces études ont adopté le point 

de vue des entreprises des pays développés (Brouthers et Brouthers, 2000 ; López-Duarte et 

García-Canal, 2002). Le rôle croissant des entreprises des pays émergents dans les marchés 

mondiaux amène à penser que d’autres recherches sont nécessaires pour comprendre leurs 

modes d’entrée sur les marchés étrangers. Il apparaît également nécessaire de compléter cette 

analyse en prenant en compte la nature du pays hôte.  

 

Dans cet article, nous soutenons qu’il convient de considérer conjointement la distance 

institutionnelle et le choix du type de pays hôte en prenant le cas des opérations à l’étranger des 

entreprises indiennes.  

 

La recherche confirme tout d’abord que la nature du pays hôte influence les choix qui 

sont faits par les entreprises indiennes en termes de modes d’entrée. Lorsqu’elles décident de 

s’implanter dans un pays développé, elles optent plus fréquemment pour des acquisitions alors 

que lorsqu’elles s’implantent dans un pays émergent, elles choisissent aussi bien une acquisition 

qu’une alliance. L’utilisation des acquisitions pour pénétrer les marchés développés est 

cohérente avec les objectifs des entreprises des pays émergents : accéder rapidement aux 

marchés, aux technologies et aux marques. Ce choix peut aussi s’expliquer par la maturité de 

ces marchés qui contraint les entreprises à procéder par acquisition pour y prendre des parts 

significatifs (Yip, 1982). On peut également penser que ces acquisitions sont une question de 

fierté nationale (Hope et al., 2011). L'une des difficultés que rencontrent les entreprises des pays 

émergents lorsqu'elles souhaitent s’implanter dans des pays développés par le biais de joint-

ventures, est de trouver des partenaires potentiels. Cela est principalement lié aux écarts de 

compétences techniques et marketing dont elles souffrent par rapport à leurs homologues des 

pays les plus avancés (Rabbiosi et al., 2012). Ce problème de cible potentielle se pose beaucoup 
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moins dans le cas d’une acquisition, même si elles peuvent manquer d’expérience pour gérer 

des acquisitions dans des pays développés (Meyer et Peng, 2016). En revanche, lorsqu’elles 

s’implantent dans d’autres pays émergents, elles n’ont pas de préférences entre acquisitions et 

joint-ventures. Dans ce cas, ce sont donc d’autres facteurs qui expliquent le choix de mode 

d’entrée. Ces facteurs peuvent être liés aux objectifs précis de l’opération, à la nature de 

l’entreprise cible ou à d’autres formes de distances entre les pays, et notamment la distance 

institutionnelle entre les deux pays. 

 

La recherche montre également que plus la distance institutionnelle informelle entre le 

pays d’origine et le pays hôte est forte, plus la propension à procéder par acquisition est faible. 

Le résultat est le même que celui trouvé dans les recherches portant sur les entreprises des pays 

développés (Kogut et Singh, 1988 ; Zhao et al., 2004). Ainsi, que l’entreprise qui 

s’internationalise soit issue d’un pays développé ou d’un pays émergent, elle va préférer un 

mode d’engagement plus faible, moins risqué, lorsque la distance institutionnelle est forte. De 

plus, il est plus difficile dans le cas d’une forte distance institutionnelle de tirer parti des 

compétences dont dispose une entreprise rachetée dans le cadre d’une acquisition (De Beule et 

al., 2014 ; Hennart, 2012). Toutefois, ce résultat est lié au rôle joué par la distance informelle, 

la distance formelle n’ayant pas d’effet sur le choix du mode d’entrée. Ainsi, ce sont davantage 

les différences de normes, de valeurs entre les pays plus que celles liées aux règles économiques 

qui détournent les entreprises des acquisitions et leur font préférer les alliances.  

 

On pourrait s’interroger sur la cohérence de ces deux premières séries de résultats, 

puisqu’ils indiquent d’une part qu’une entreprise indienne préfère les acquisitions lorsqu’elle 

pénètre un pays développé, et d’autre part qu’elle privilégie les alliances lorsqu'elle décide de 

s’installer dans un pays avec lequel la distance institutionnelle est forte. En effet, la littérature 

considère comme acquis que, dans le contexte d’un pays émergent une forte (faible) distance 

institutionnelle signifie le plus souvent l’entrée dans un pays développé (émergent). En réalité, 

cela n’est pas systématiquement le cas et les choses sont plus complexes. En 2014, par exemple, 

la distance institutionnelle formelle entre l’Inde et Oman était de 11,3, entre l’Inde et l’Espagne 

de 11,5, et entre l’Inde et la Hongrie de 11,7. Pourtant, si l’Inde et Oman sont considérés comme 

des pays émergents, l’Espagne et la Hongrie sont bien des pays développés ! En d’autres termes, 

ce n’est pas parce que la distance entre les pays A et B, d’une part, et les pays A et C d’autre 

part, sont les mêmes que B et C sont des pays similaires. On peut donc affirmer qu’il est 
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nécessaire de prendre en compte les deux variables que sont le type de pays hôte et la distance 

institutionnelle pour expliquer correctement les choix des modes d’entrée.  

 

Nous nous sommes donc finalement intéressés à l’impact spécifique de la distance 

institutionnelle selon que l’entreprise d’un pays émergent s’implante dans un pays du même 

type ou dans un pays développé, puisque les objectifs sont bien différents. Les résultats de la 

recherche indiquent que, dans les deux cas, plus la distance institutionnelle est forte, plus la 

propension à procéder par acquisition est faible relativement à la propension à entrer dans une 

alliance internationale. Contrairement à nos attentes, la distance institutionnelle joue le même 

rôle que les pays hôtes soient émergents ou développés. Il semble donc que cette distance 

institutionnelle a un impact très fort par rapport à celui de la motivation intrinsèque de 

l’opération.  

3.5 CONCLUSION 

Il est important à la fois pour les chercheurs et les managers d’avoir une meilleure 

connaissance et compréhension du comportement stratégique des entreprises des pays 

émergents. Si les managers des entreprises des pays émergents cherchent à améliorer la 

performance de leurs opérations l'étranger, les gestionnaires des pays développés ont besoin de 

mieux comprendre les manœuvres de ces nouveaux géants qui sont des concurrents de plus en 

plus sérieux. Pour les chercheurs, il est important d'étudier la distance institutionnelle dans la 

mesure où ce concept n’a pas suffisamment été étudié dans différents contextes. Il y a une 

différence notable entre l’entrée d’une entreprise d'un pays développé dans un pays émergent 

et une entreprise d’un pays émergent entrant dans un pays développé. Même si le niveau de la 

distance institutionnelle est le même dans les deux cas, les motivations sont totalement 

différentes, ce qui implique la nécessité de prendre en compte la nature même du pays 

d’implantation. L’objectif de cette recherche était donc d’améliorer notre compréhension de 

l'impact de la distance institutionnelle et du pays hôte sur le choix des modes d'entrée des 

entreprises de pays émergents. 

 

Les résultats de l’étude empirique montent globalement que la nature du pays hôte et la 

distance institutionnelle ont un impact sur le choix de mode d’entrée dans un pays étranger. La 

recherche démontre qu’il est nécessaire d’utiliser conjointement les deux variables (type de 
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pays hôte et distance institutionnelle) pour bien comprendre le choix effectué par des entreprises 

des pays émergents. Cela constitue l’apport principal de cette recherche puisqu’elle montre que 

la distance institutionnelle et le type de pays hôte ne mesurent pas les mêmes facteurs, même si 

les chercheurs ont tendance à penser que l'entrée dans un pays à forte distance institutionnelle 

dans le cas d'une entreprise d'un pays émergent implique l'entrée dans un marché développé et 

vice versa. De plus, la recherche indique que les entreprises n’ont pas les mêmes stratégies 

d’implantation lorsqu’elles s’implantent dans un pays développé et dans un pays émergent. Cela 

corrobore l’idée de motivations différentes selon le pays de destination des investissements et 

constitue un autre apport de cette recherche.  

 

Cette recherche présente toutefois plusieurs limites. Premièrement, le fait de se 

concentrer sur les entreprises d'un seul pays peut conduire à un problème de validité externe. Il 

serait donc intéressant de reproduire cette analyse dans d’autres pays émergents. 

Deuxièmement, la variable “expérience d’acquisition” aurait pu être utilisée comme variable 

de contrôle. En effet, il a été montré que l’expérience d’acquisition internationale par les 

entreprises des pays émergents pouvait favoriser certains types d’acquisitions (Rabbiosi et al., 

2012). Malheureusement, nous n’avons pas pu accéder à cette donnée pour la plupart des 

entreprises de notre échantillon. C’est la raison pour laquelle nous avons utilisé l’âge de 

l’entreprise pour mesurer l’expérience. Troisièmement, une autre limite rencontrée provient de 

la base de données SDC Platinum. En effet, toute prise de participation supérieure à 5% est 

considérée comme une acquisition. Ce seuil de 5% est fréquemment utilisé dans la littérature 

en gouvernance d’entreprise pour identifier les détenteurs de blocs d’actions (block-holders). 

En effet, les chercheurs ont démontré qu’une part de capital de 5% est suffisante pour avoir une 

influence significative sur l’entreprise (Gomez-Mejia, Tosi et Hinkin, 1987). Des situations 

assez différentes peuvent se retrouver dans la base de données, même si la très grande majorité 

des opérations (85%) rapportées dans notre base sont des prises de participations à plus de 50%. 

Quatrièmement, la législation du pays hôte peut également impacter le choix d’entrée des 

entreprises étrangères (Harzing and Pudelko, 2016). Certains pays, comme la Chine, ont obligé 

les entreprises étrangères de certains secteurs à former des joint-ventures avec des entreprises 

locales afin de s’installer dans le pays. Il serait intéressant de prendre en compte cette variable 

en limitant l’étude à des secteurs pour lesquels les entreprises ont systématiquement le choix 

entre différents modes d’entrée. Cependant, nous n’avons pas pu avoir accès aux données 

concernant ces réglementations pour l’ensemble des 83 pays hôtes, des secteurs et des années 

pris en compte dans la recherche. Enfin, même si le construit de la distance institutionnelle a 
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été largement utilisé dans la littérature sur les stratégies internationales (Brouthers et Brouthers, 

2000 ; Estrin et al, 2009), il a été critiqué pour être trop simpliste (Hernandez et Nieto, 2015 ; 

Zaheer, Schomaker et Nachum, 2012 ; Harzing et Pudelko, 2016), et ne permet pas de mettre 

en évidence la façon dont les facteurs spécifiques aux pays peuvent influer sur les modes 

d'entrée. Afin de pallier cette difficulté, nous avons ajouté ici la catégorie des pays hôtes des 

investissements à l’étranger. Cependant, nous sommes conscients des limites de cette mesure : 

les deux catégories – pays émergents et pays développés – restent hétérogènes. Affiner la 

classification des pays hôtes est donc également une voie prometteuse pour de futures 

recherches sur les raisons sous-jacentes au choix de telle ou telle modalité d’entrée. 
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Abstract 

The growing numbers of emerging market multinationals (EMNEs) and the rising 

amount of foreign direct investments (FDI) from emerging countries illustrate the growing 

importance of EMNEs. At the same time, EMNEs meet a pressure to innovate; innovation is a 

substantial source of competitive advantage. Some EMNEs improve their innovation levels, but 

they suffer from latecomer disadvantages and the liability of emergingness. To compete with 

developed market firms (DMNEs) globally, EMNEs need to overcome these challenges. Thus, 

in an emerging market context, closing the gap with DMNEs is one motivation for EMNEs’ 

internationalization. I argue that this impacts their choice of entry mode. By focusing on firms 

from one emerging market, India, I study the role of international joint ventures compared to 

the one of acquisitions in their internationalization strategies. I demonstrate that firms’ 

innovation levels have a positive impact on their international joint venture intensity, but not 

on acquisition intensity.  

 

Keywords: Entry modes, innovation, EMNEs, internationalization, international joint 

ventures, acquisitions
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4.1 INTRODUCTION 

EMNEs are playing an increasing role in global markets. This is mainly illustrated by 

two recent phenomena; the rapid increase in the amount of foreign direct investments coming 

from emerging markets (Unctad, 2013; 2015), and the growing number of EMNEs operating 

on an international scale (KPMG, 2010). These emerging giants meet challenges related to 

competing internationally since they suffer from liabilities of emergingness and latecomer 

disadvantages (Guillén & García-Canal, 2009). Among other reasons, these challenges arise 

from institutional voids in domestic markets (Khanna and Palepu, 2004, 2010). Liability of 

emergingness and latecomer disadvantages lead to  low levels of innovation capabilities and 

little international experience for EMNEs (Luo & Tung, 2007), and thus competitive 

disadvantages compared to their developed market counterparts (Wright et al., 2005).  

 

The disadvantages from which EMNEs suffer impact the motives they have to enter 

foreign markets (Luo & Tung, 2007), and also their choice of mode of entry. While firms 

traditionally internationalize with market-, efficiency-, or resource-seeking motives, EMNEs 

are found to be strategic asset-seeking (Meyer, 2015). By getting their hands on strategic assets, 

such as advanced technology, knowledge, brands and capabilities, they can overcome their 

latecomer disadvantages (Mathews, 2006), and thus improve their international competitive 

positions. They internationalize by “springing” into foreign markets (Luo and Tung, 2007). In 

this context, acquisitions and international strategic alliances (ISAs), or international joint 

ventures (IJVs), are good means for rapid foreign market entry (Guillén and García-Canal, 

2009). 

 

Although both acquisitions and ISAs, or IJVs, have been found to be EMNEs’ principal 

modes of entry (Guillén and García-Canal, 2009) into foreign markets the main focus in the 

academic literature has been on acquisitions (Deng and Yang, 2015; Lebedev, Peng, Xie, and 

Stevens, 2014). The literature has looked at how foreign acquisitions, primarily in developed 

markets, help EMNEs to overcome barriers related to their  latecomer disadvantages (Deng and 

Yang, 2015). At the same time, inward international joint ventures have played an important 

role in EMNEs’ internationalization. These alliances have given them experience from working 

with foreign firms in their own domestic markets (Xia, Ma, Lu, and Yiu, 2014). Experience 
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from alliances may lead to alliance capabilities (Kale and Singh, 2007), which increase the 

chances of success, and enhanced learning in future alliances (Inkpen, 2000). During the last 

years EMNEs have undertaken several IJVs in foreign markets. In order to improve our 

understanding of EMNEs’ international strategies I therefore argue that it is necessary to study 

the roles of both IJVs and acquisitions.  

 

Innovation is becoming increasingly important for firms to compete globally. It is 

perceived as a driver of competitive advantage (Kumar, Mudambi, and Gray, 2013). Emerging 

market multinationals (EMNEs) have for a long time been perceived as low-cost manufacturers 

(Gammeltoft et al., 2010), and not as innovative firms. However, EMNEs have started to 

improve their innovation potential and one starts seeing firms from emerging markets move 

from low-cost manufacturers to innovative firms that compete on an international scale (Elango 

& Pattnaik, 2007), some even in innovation intensive industries (Awate et al., 2012). This is 

shown through the increasingly important role in knowledge creation that EMNEs have started 

to play during the last years (Meyer & Peng, 2016). Some illustrations are India’s Reliance 

group that has become a global, innovative firm (Kumar et al., 2013), or China’s Lenovo that 

has, partly thanks to its acquisition of IBM’s PC business, become a global competitor (Lebedev 

et al., 2014) to PC manufacturers from Western countries. Also, South-Korea’s Samsung 

(Duysters et al., 2009) is today one of the leader in the mobile phone industry. Nevertheless, 

several EMNEs suffer from latecomers disadvantages (Luo and Tung, 2007; Guillén and 

García-Canal, 2009), both in terms of internationalization (Unctad, 2015) and innovation. I 

argue that even though some EMNEs to an extent have overcome the latecomer disadvantages 

from which they suffered, many of them still lack innovation capabilities and legitimacy, the 

latter caused by liabilities of emergingness.  

 

The increased importance of EMNEs and the fact that they rapidly catch-up with 

DMNEs show that we need to improve our knowledge of EMNEs’ behavior and international 

strategies. Indeed, it has been argued that more research is needed to understand how EMNEs 

overcome barriers to internationalization (Meyer & Peng, 2016) and to how they become global 

competitors (Gupta & Wang, 2009). In this paper, I study how EMNEs’ level of innovation 

impacts their chosen foreign entry modes. To my knowledge, this has not previously been 

studied. With this research, I hope to contribute to the knowledge of EMNEs’ 

internationalization strategies and entry modes, and then particularly of Indian firms.  
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I studied 221 Indian firms and their foreign operations through acquisitions and outward 

IJV over a ten-year period, from 2004 to 2013. By doing linear regressions, I looked at how 

firms’ level of innovation, measured as R&D intensity, impacted their IJV - and international 

acquisition intensities. I found that firms’ innovation level has a positive impact on their 

international joint ventures intensity, which shows that firms with higher levels of innovation 

enter more IJVs than acquisitions in foreign markets. In the case of acquisitions, I found no 

significant results. These results suggest that Indian firms with higher level of innovation prefer 

internationalization through partnerships instead of acquisitions. 

 

The remainder of this article is structured as follows. In Section 2 I analyze the 

theoretical background and the hypotheses of the research. Section 3 gives an overview of 

the data and the methodology. Section 4 shows the results and section 5 the discussion and 

conclusion.  

4.2 THEORETICAL BACKGROUND AND HYPOTHESES 

Both media and the academic literature have during the last two decades paid increased 

attention to EMNEs and their rapid international development. One important question that 

should be addressed is whether EMNEs should be studied under another lens than DMNEs. 

First, the motives that EMNEs and DMNEs have for undertaking foreign operations are found 

to diverge (Luo and Tung, 2007). EMNEs suffer from a lack of technological capabilities and 

knowledge. They internationalize to improve their capabilities (Guillén and García-Canal, 

2009), to increase knowledge, and to overcome their latecomer disadvantages and liabilities of 

emergingness (Luo and Tung, 2007). Second, there is an ongoing discussion regarding the 

theories that can explain EMNEs’ international behavior (Wright et al., 2005). It has been 

discussed whether traditional internationalization theories, like the Uppsala model (Johansson 

and Vahlne, 1977), International New Venture theory (Oviatt and McDougall, 1994) or 

Dunning’s OLI framework (Dunning, 1988) can be used in the context of EMNEs (Hennart, 

2012). It has been argued that EMNEs’ increased international presence starts to test the limits 

of these theories (Gammeltoft et al., 2010).  
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In the following sections I discuss literature on EMNE internationalization and develop 

hypotheses. I have a closer look at the role of innovation to EMNEs, and at how Indian firms’ 

innovation level impacts their choice of entry into foreign markets.  

 

4.2.1 EMNE INTERNATIONALIZATION 

To have international operations has been viewed as a requirement for doing successful 

business (Kumar et al., 2013). EMNEs are no exception to the rule, and have during the last 

decades started to increase their global footprints, and to play an increasingly important role in 

global markets. They have entered both developed- and other emerging countries (Gammeltoft 

et al., 2010). As an illustration of their increased global presence only 27 companies on the 

Fortune’s 500 global companies listing came from the BRICS countries in 2005 (KPMG, 2010). 

In 2014, the number had reached 11828. These firms have overcome problems related to weak 

institutional environments, or institutional voids, at home, and now compete internationally 

(Khanna and Palepu, 2004, 2010). The rapid increase in the number and importance of EMNEs 

has started to question whether their internationalization processes should be addressed 

differently from the ones of DMNEs (Wright, Filatotchev, Hoskisson, and Peng, 2005). It is 

thus important to understand the reasons behind EMNEs’ international diversification strategies 

and the modes of entry into foreign markets.  

 

Internationalization is a way of directly competing with global rivals both in foreign- 

and in domestic markets (Khanna and Palepu, 2010). EMNEs have different motives from 

DMNEs behind their international expansion (Luo and Tung, 2007). DMNEs search to 

maximize ownership advantages (Kogut, 1985), to obtain economies of scale (Hennart, 2007), 

to reduce risk (Hennart, 2007; Hitt, Dacin, Levitas, Arregle, and Borza, 2000), and to access 

cheap resources and low labor costs (Khanna and Palepu, 2010). They are mainly market-

seeking, resource-seeking or efficiency-seeking (Meyer, 2015). Market-seeking firms search to 

access or develop new markets to sell existing products, resources-seeking firms search for 

natural resources that they cannot obtain in current locations, and efficiency-seeking firms 

search to lower costs, for instance by moving production to a country offering the latter (Conti 

et al., 2016). DMNEs exploit abroad resources developed at home (Mathews, 2006; Nielsen 

                                                 
28http://fortune.com/global500, accessed on June 8th, 2015 

http://fortune.com/global500
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and Gundergan, 2012). Exploitation is when firms build upon their own capabilities when they 

go international. 

 

EMNEs, by contrast, are found to explore when they go international (Marchand, 2015). 

Exploration is related to accessing new knowledge, advanced technology, brands or capabilities 

non available in domestic markets (Conti et al., 2016). It has been argued that EMNEs mainly 

search for strategic assets (Deng and Yang, 2015; Luo and Tung, 2007; Meyer, 2015). Strategic 

asset-seeking firms internationalize to access assets that they cannot obtain at home, but which 

are crucial for their long-term strategy (Benito, 2015). In addition, Luo and Tung (2007) claim 

that EMNEs enter foreign markets to overcome market- and domestic institutional constraints, 

such as lack of protection of intellectual property rights (Dikova and van Witteloostuijn, 2007; 

Gaur and Kumar, 2009). Also, EMNEs are found to lack firm-specific advantages; a necessity 

for foreign expansion (Dunning, 1988; Forsgren, 2008). Finally, institutional voids push 

EMNEs out of home markets (Yamakawa et al., 2008) since internationalization is a mean to 

escape from the lack of stable institutions at home (Cuervo-Cazurra and Ramamurti, 2015).  

 

Some of the problems from which EMNEs suffer, such as latecomer disadvantages, 

arise from late liberalization of their economies and from institutional voids (Khanna and  

Palepu, 2004; 2010). Among other consequences, institutional voids leads to a lack of 

protection of intellectual property rights (Dikova and van Witteloostuijn, 2014; Meyer and 

Peng, 2016; Zhang et al., 2007), and difficulties related to financing (Khanna and Palepu, 2010; 

Hitt el al., 2000; Chittoor et al., 2009). EMNEs search to overcome these disadvantages by 

rapidly catching-up with Western incumbents (Buckley and Hashai, 2014; Guillén and García-

Canal, 2009).  

 

Over the last years there has been an increase in innovative, high-tech EMNEs (Srholec, 

2007). However, the fact that EMNEs are latecomers, that they lack technological capabilities, 

and that they have important knowledge gaps with DMNEs, impact the ways in which they 

internationalize (Awate et al., 2012). EMNEs internationalize rapidly to overcome their 

latecomer disadvantages; they “spring” into foreign markets (Luo and Tung, 2007) and 

“leapfrog from their latecomer position” (Demirbag, Tatoglu, and Glaister, 2009, p.452). By 

leapfrogging into new markets and industries, EMNEs can leap over some steps of 

internationalization and innovation (Mathews, 2006). Since the motives EMNEs have for 
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undertaking internationalization strategies diverge from the ones of DMNEs, a special interest 

should be given to EMNEs’ internationalization.  

 

4.2.2 THE ROLE OF INNOVATION FOR EMNES  

In global markets, there is an increasing pressure on firms to continuously innovate. 

Rapid technological change demands quick response from firms to develop new innovations. 

Firms have to invest in R&D to improve their innovation levels, and thus enhance their 

competitiveness (Zhang et al., 2007). A firm’s level of innovation depends upon its capacity to 

access knowledge and resources from multiple countries (Hitt, Hoskisson, and Kim, 1997). The 

literature has for a long time mainly focused on EMNEs as low-cost manufacturers operating 

in mature industries (Gammeltoft et al., 2010). Mazloomi Khamseh and Jolly (2008) argue that 

knowledge is primarily important in developed markets because emerging markets profit from 

advantages from low labor and production costs. However, during the last years it has been 

argued that innovation in emerging countries is starting to play an important role in global 

innovation outputs (Kumar et al., 2013). This is shown through the fact that several EMNEs 

have moved up the value chain and started to compete in high-tech industries (Elango and 

Pattnaik, 2007) in same terms as global industry leaders. Nevertheless, EMNEs are latecomers 

in terms of internationalization and innovation, and now catch-up, or aim to achieve parity, with 

DMNEs (Nair et al., 2015).  

 

International expansion can be a mean for EMNEs to overcome the latecomer 

disadvantages from which they suffer and acquire technological capabilities (Luo and Tung, 

2007). Several EMNEs suffer from important technological gaps with their developed market 

counterparts. This gap may be even more difficult to catch if they aim at competing in 

innovation intensive industries. Even if several EMNEs start catching-up at the product level 

they lack innovation capabilities, and thus the possibility of taking on a leading position in 

certain industries. In order to become industry leaders EMNEs have to develop new 

innovations; they have to become innovators instead of imitators (Awate et al., 2012), but to 

develop innovations takes time (Van de Ven, 1986). However, being a latecomer is not always 

seen as a disadvantage. As latecomers EMNEs can leapfrog the initial stages of innovation, and 

thus avoid costs that already have been incurred by DMNEs (Hennart, 2012). In addition, it has 

been argued that the possession of specific advantages are not necessary for international 

expansion of EMNEs since they can be acquired in foreign markets (Hennart, 2012). 
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In emerging markets late economic liberalization (Kumaraswamy, Mudambi, Saranga, 

and Tripathy, 2012) and institutional voids have inhibited internationalization and investments 

in R&D, and consequently EMNEs’ opportunities to compete in global markets (Gaur and 

Kumar, 2009). Late economic liberalization offered protection from foreign competition for 

EMNEs (Elango and Pattnaik, 2007; Kumaraswamy et al., 2012). In some countries the big 

companies were state-owned (Yamakawa et al., 2008), and thus operated with a monopoly 

status (Gammeltoft et al., 2010). EMNEs therefore lack, to a large extent, technological 

capabilities to innovate at the same level as DMNEs (Wu, 2013). Internationalization is a way 

to acquire technological knowledge and to gain experience in how to conduct in-house research 

and development (Gaur and Kumar, 2009), and thus to compete in technology-intensive 

industries. Competing in such industries implies getting access to technological know-how and 

financing (Chittoor et al., 2009). This can be obtained by entering foreign markets.  

 

4.2.3 CHOICE OF ENTRY MODES FOR EMNES 

EMNEs are found to internationalize mainly through IJVs or acquisitions (Guillén and 

García-Canal, 2009) in foreign markets. Luo and Tung (2007) argue that EMNEs use 

acquisitions to overcome institutional constraints at home and to rapidly access assets they need 

to obtain a competitive position. Mathews (2006) focuses on alliances and on how they can 

help EMNEs to build ties with DMNEs, leverage those partnerships and learn from their foreign 

partners to successfully internationalize and compete in global markets.   

 

Acquisitions by EMNEs, and then especially in developed markets, have received 

attention both in media and in the academic literature during the last years (Deng and Yang, 

2015; Meyer and Peng, 2016). It has been highlighted that EMNEs use acquisitions to access 

strategic assets in foreign markets (Deng and Yang, 2015).Through acquisitions EMNEs have 

got access to advanced technology, capabilities, and brands that have helped some overcome 

the liabilities from which they suffer. Acquisitions of Western targets has also been seen as 

question of pride for EMNEs (Hope et al., 2011), and a part of their dream to become global 

giants and to build empires (Deng & Yang, 2015). Outward ISAs, on the other hand, have 

received less attention in the literature even if they also have been a way for EMNEs to access 

intangible assets abroad (Guillén and García-Canal, 2009). Recently, the rapid rise in the 

number of ISAs has received increased attention in the academic literature (Das, 2014). ISAs 
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can be defined as agreements where the partnering firms in different countries make joint 

decisions (Li, Qian, and Qian, 2013). They can be equity- or non-equity agreements (Gulati, 

1995), and take form as joint ventures, cooperative marketing arrangements, licensing or joint 

R&D projects (Sun and Lee, 2013). In this article, I only focus on equity alliances, or 

international joint ventures, that have been signed and operate in foreign markets by Indian 

firms and a foreign partner. 

 

Several factors motivate creation of strategic alliances. First, through alliances firms can 

access external knowledge (Hagedoorn and Duysters, 2002), generate new knowledge (Inkpen, 

2000), share resources with a partner (Hitt, 2015) and transfer knowledge-related capabilities 

(Nielsen, 2010). The knowledge generated in an alliance can be used by the partnering firms to 

enhance strategy and operations, also in areas that are unrelated to the alliance. Also, this 

knowledge can be applied to new geographical markets, products, and businesses (Inkpen, 

2000). By sharing resources with a partner, firms can increase both productivity and innovation 

(Hitt, 2015). Mathews (2006) argued that EMNEs succeed in foreign markets by entering 

through partnerships or joint ventures to access the resources they lack at home. Second, cost 

is found to be an important factor (Nielsen, 2010). Several EMNEs are suffer from lack of 

access to financing (Khanna & Palepu, 2010), and may therefore have a preference for options 

encountering lower costs. Third, in several cases, EMNEs have prior international experience 

from joint ventures with foreign firms in home markets (Prevot and Meschi, 2007; Sun and Lee, 

2013) which have provided them with valuable experience and alliance capabilities. Fourth, 

EMNEs can increase their level of legitimacy by engaging in alliances because alliance partners 

automatically profit from the other partner’s legitimacy (Olk and Ring, 2010). Furthermore, 

firms in industries with rapid technology change prefer more flexible organizational forms 

(Hagedoorn and Duysters, 2002). It has been argued that firms in highly innovation competitive 

environments have to increase speed of learning, knowledge acquisition (Inkpen, 2000), and 

that this can be achieved by entering ISAs (Inkpen, 2000; Wu et al., 2016). 

 

By building on the factors that motivate creation of strategic alliances and the fact that 

(i) innovation is becoming increasingly important in global markets, (ii) that EMNEs suffer 

from latecomer disadvantages and liabilities of emergingness, and the (iii) fact that IJVs are a 

good mean to access innovation, I argue that EMNEs’ level of innovation positively impacts 

their IJV intensity. By entering IJVs, they can increase the speed of learning, acquire new 

knowledge and thus improve their levels of innovativeness. In addition, they may profit from 
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the level of legitimacy of their foreign partner (Olk & Ring, 2010), which is crucial in 

overcoming the liability of emergingness. 

 

Hypothesis 1: EMNEs’ level of innovation positively impacts their IJV intensity  

 

The main part of FDI from emerging markets is through mergers and acquisitions (Deng 

and Yang, 2015). It has been argued that EMNEs shop for assets in foreign markets (WIR, 

2015) to overcome their competitive disadvantage (De Beule, Elia, and Piscitello, 2014). They 

often do this through acquisition of targets in financial distress and by paying high acquisition 

premiums (Hope, Thomas, and Vyas, 2011).  

 

However, EMNEs suffer from lack of experience in managing foreign acquisitions, 

particularly of targets in developed markets (Meyer and Peng, 2016). Several factors are found 

to play a role in firms’ choice of acquisitions in foreign market entry. Firms in industries with 

rapid technological change tend to prefer more flexible organizational forms (Hagedoorn & 

Duysters, 2002) when entering new markets because of high levels of uncertainty. In addition, 

Hennart (2012) argues that the costs related to accessing knowledge may be high when EMNEs 

undertake foreign acquisitions, because the knowledge is embedded in the acquired firm. This 

is mainly explained by three factors. First, host country governments may block these 

acquisitions for emerging market firms. Second, it may be difficult for the EMNE to digest the 

acquired firms because the assets sought may be closely linked to other unneeded assets. Third, 

emerging market firms may lack managerial skills to carry out foreign acquisitions. In this case, 

the firms should focus on other entry modes, such as strategic alliances. This should mainly be 

done through equity joint ventures where the EMNEs bring with it access to complementary 

local assets and the developed country partners contributes with proprietary knowledge 

(Hennart, 2012). 

 

I thus argue that firms’ level of innovation will not significantly impact Indian firms’ 

international acquisition intensity. First, EMNEs often lack capabilities of managing foreign 

acquisition (Meyer & Peng, 2016), but have experience from alliances (Sun & Lee, 2013). 

Second, firms that search for innovation may prefer cooperation over acquisitions since they 

mainly need certain assets. Instead of acquiring entire firms they will prefer IJVs. IJVs provide 

access to advanced technology and innovation capabilities of partnering firms (Olivier, 1997). 

Third, IJVs may be a cheaper option since firms can access the needed assets without acquiring 
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an entire firm, and thus experience lower integration costs. 

 

Hypothesis 2: EMNEs’ level of innovation does not impact their acquisition intensity 

4.3 DATA AND METHODS 

4.3.1 DATA AND SAMPLING  

Doing research in the context of EMNEs is challenging. Thite, Wilkinson, Budhwar, 

and Mathews, 2016 argue that EMNEs represent the “greatest challenges for scholarship” (p. 

435). One issue is the high level of heterogeneity and the wide range of definitions given to 

emerging markets. Emerging countries can be defined as “low-income, rapid-growth countries 

using economic liberalization as their primary engine of growth” (Hoskisson et al., 2000, p. 

249). The issue of  heterogeneity of emerging markets makes generalization difficult 

(Gammeltoft et al., 2010). To respond to this problem, I decided to focus on firms from only 

one emerging country in this research.  

 

India is an emerging country characterized by high institutional- but low 

infrastructure- and factor developments (Hoskisson, Wright, Filatotchev, and Peng, 2013). 

In the period 1947 to 1991, the Indian government developed plans to modernize the 

economy with the goal of developing (industry) infrastructure and to reduce the level of 

foreign dependence (Elango and Pattnaik, 2007). These plans inhibited competition from 

foreign firms since entry by foreign actors solely were allowed in certain industries, and 

then under strict regulations, like licensing agreements. However, in the beginning of the 

1990 the liberalization phase of the economy commenced. Government intervention 

became less frequent. Several state-owned companies were privatized and foreign firms 

were allowed to enter. Entry of foreign competitors increased competition for domestic 

firms (Elango and Pattnaik, 2007) and challenged their domestic foothold (Gupta and 

Wang, 2009). Another factor was that Indian firms used outward FDI to overcome the 

country’s lack of infrastructure (Hoskisson et al., 2013). Also, internationalizing was a way 

of responding to domestic institutional change (Chittoor et al., 2009).  
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During the last years, India has experienced a rapid internationalization (Unctad, 2015). 

It is today one of the BRIC countries with the highest numbers of finalized overseas deals 

(Unctad, 2010), and high levels of successful integration of foreign operations (Gupta and 

Wang, 2009). The country has a large proportion of privately owned firms that operate in 

knowledge- and technology intensive industries (Nair, Demirbag, and Mellahi, 2015). The 

majority of India’s outward FDI investments come from private firms (Thite et al., 2016). 

However, it has been argued that Indian MNEs experience greater difficulties in becoming 

global giants than, for instance Chinese firms (Gupta and Wang, 2009). While several Chinese 

firms have moved up the value chain and become competitive in innovation intensive industries, 

Indian firms have had greater difficulty achieving this up-grade. India is, because of these 

reasons, an interesting context for this research. 

 

Several strategically important acquisitions have been undertaken by Indian firms 

during the last years. Some examples are the acquisitions of the companies Novelis and Jaguar 

Land Rover by ABG and Tata group respectively. These acquisitions were a part of a strategic-

asset seeking strategy where the firms were searching for intangible assets (Thite et al., 2016). 

Important strategic alliances, or international joint ventures, have also been signed between 

Indian firms and firms in foreign markets. India has through learning in partnerships with 

foreign firms built capabilities to operate in international markets (Elango and Pattnaik, 

2007). Asian Granito, an Indian tile manufacturer, entered a joint venture with Panaria, an 

Italian company in the same industry, in 2013. This joint venture was created to enhance 

technical know-how and product quality in addition to increase presence in global markets 

(Asian Granito, annual report 2013-2014, p. 19). Strides Arcolab, a pharmaceutical company, 

entered a joint venture with the US firm Sagent Holding Company to jointly develop new 

pharmaceutical products29 in the US market.  

 

The population is Indian publicly listed firms from the Indian CNX S&P Index on 

December 31st 2013. This index comprises 500 firms (498 at December 31st 2013) that represent 

approximately 95% of the total capitalization of the Indian National Stock Exchange30. To work 

on publicly listed firms facilitate access to data, since publicly listed firms have to make public 

                                                 
29http://www.prnewswire.com/news-releases/sagent-pharmaceuticals-inc-and-strides-arcolab-limited-announce-

collaboration-to-develop-and-market-more-than-25-products-in-the-united-states-58961007.html 
30 The CNX 500 index represents about 95% of the free float market on the Indian National Stock 

Exchange 
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their financial information. I removed firms that have more than 50% state-ownership, firms 

that were subsidiaries of foreign firms and firms that were incorporated outside India to assure 

that only “pure” Indian firms were left in the final sample. In the population, 54 firms were 

state-owned, 56 were subsidiaries of foreign firms, and 65 were financial firms. Also, I had 

difficulties finding data for all firms. Due to missing data, the final sample consisted of 221 

Indian firms, both manufacturing and service firms. In total, 136 firms were manufacturing 

firms and 85 service firms. 94 of these firms operated in innovation intensive industries, while 

127 operated in non-innovation intensive ones.  

 

The data on the firms’ foreign operations (acquisitions and international joint ventures) 

were collected from SDC Platinum, which has been used by several scholars studying 

acquisitions and strategic alliances (Elango and Pattnaik, 2007; Li and Ferreira, 2008). Firm-

level data were collected from inFinancials, the firms’ annual reports and firms’ websites. I did 

two different regression models (Hair, Black, Babin, and Anderson, 2014), one testing the 

impact of our dependent variable on IJV intensity and one on the acquisition intensity.   

 

4.3.2 MEASURES 

4.3.2.1 Dependent variables 

The dependent variables, IJV- and acquisition intensities, are count variables (Deng & 

Yang, 2015). IJV intensity is measured as the number of outward IJVs that the firms have 

entered in the period 2004-2013, while acquisition intensity represents the number of foreign 

acquisitions the firms have undertaken in the same period.  

 

4.3.2.2 Independent variable 

Several variables can be used to measure firms’ level of innovation. Both number of 

patents (Sun & Lee, 2013) and R&D intensity (Buckley & Hashai, 2014) have been used to 

proxy firms’ innovation level. In this article I focused on innovation level as a firm 

characteristic and used the average R&D intensity, measured as R&D expenditures on sales 

(Buckley and Hashai, 2014) over a period of ten year, as a proxy.  
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4.3.2.3 Control variables 

I included several other variables that are found to impact firms’ chosen mode of entry, 

both at the firm- and industry level. First, I controlled for financial leverage that I defined as 

financial debt on equity. I used the average number for the period 2004-2013 for each firm. It 

is important to control for debt structure because it may affect the firm’s investment decisions 

(Tong, Reuer, and Peng, 2008). Second, I controlled for firm experience that I measured by 

firm age  (Chittoor, Sarkar, Ray, and Aulakh, 2009), defined as the number of years since the 

firms’ incorporation and until 2009, which is halfway through our time period of interest for 

this research. Third, I controlled for firm size that I measured as the natural logarithm of firms’ 

average net sales (Hitt et al., 1997) for the period 2004 to 2013. Firm size can directly impact 

firms’ strategies since bigger firms’ often have more available resources for new investments 

(Tong et al., 2008). Fourth, I controlled for the sector (manufacturing- versus service firms) that 

I coded as a dummy. It has been argued that different sectors have different levels of efficiency 

and opportunity exploitation (Du & Boateng, 2015). The sector of the firm can thus have an 

impact on the type of internationalization. Fifth, I controlled for the innovation level of the 

industry. To measure innovation level of the industry I used a dummy variable that took the 

value 1 if the industry was a high-tech or knowledge intensive industry and 0 if it was a non-

high-tech or non-knowledge intensive industry. I followed the classification of Eurostat. It is 

argued that firms that operate in innovation intensive industries have a preference for alliances 

since uncertainty may be higher (Hagedoorn & Duysters, 2002). 

 

Figure 1: Research model 
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The following equations were used to test the hypotheses: 

𝐼𝐽𝑉 𝑖𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦 = 

∝ (𝑐𝑜𝑛𝑠𝑡𝑎𝑛𝑡) + 𝑏1(𝑅&𝐷 𝑖𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦) + 𝑏2(𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒)

+ 𝑏3(𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒) + 𝑏4(𝐹𝑖𝑟𝑚 𝑠𝑖𝑧𝑒) + 𝑏5(𝑆𝑒𝑐𝑡𝑜𝑟) + 𝑏6(𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦) +  𝜀 

𝐴𝑐𝑞𝑢𝑖𝑠𝑖𝑡𝑖𝑜𝑛 𝑖𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦 =

∝ (𝑐𝑜𝑛𝑠𝑡𝑎𝑛𝑡) + 𝑏1(𝑅&𝐷 𝑖𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦) +  𝑏2(𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒)

+ 𝑏3(𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒) + 𝑏4(𝐹𝑖𝑟𝑚 𝑠𝑖𝑧𝑒) + 𝑏5(𝑆𝑒𝑐𝑡𝑜𝑟) + 𝑏6(𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦) + 𝜀 

 

4.3.3 RESULTS 

Table 1 provides descriptive statistics and correlations between the variables used to test 

the two hypotheses. I here did Spearman correlations since I have both quantitative and 

qualitative variables (Hair et al. 2014). The firms in the sample have engaged in between 0 and 

16 acquisitions and between 0 and 16 IJVs in foreign markets in the period 2004-2013, with an 

average of 1.46 acquisitions (S.D. of 2.55) and 0.99 IJVs (S.D. of 2.43). I thus see that in 

average the firms engage in a higher number of acquisitions than IJVs. Table 1 shows the 

correlation matrix of the variables in the first and second regression. The correlation coefficients 

among the independent variables are low, so multicollinearity should not cause any problems. 

The non-significativity of multicollinearity among variables is confirmed by the variation 

inflation factor for which the highest value is 1.11 (Hair et al., 2014). Table 2 shows the results 

of the two regression models.
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Table 1: Means, standard deviations, and correlation for IJV- and acquisition intensity 

 Mean S.D. (1) (2) (3) (4) (5) (6) (7) (8) 

(1) Firm level innovation 0.51 2.08 1        

(2) Firm age 41.82 29.73 0.22* 1       

(3) Financial leverage 0.99 0.92 -0.17* 0.02 1      

(4) Firm size 13.13 1.48 0.15* 0.20* 0.29* 1     

(5) Industry innovation 0.43 0.50 0.21* -0.02 -0.25* -0.15* 1    

(6) Sector  0.62 0.49 0.31* 0.30* 0.03 0.05 0.04 1   

(7) IJV Intensity 0.99 2.43 0.09 0.11 -0.06 0.29* 0.23* 0.01 1  

(8) Acquisition intensity 1.46 2.56 0.23* 0.13 0.10 0.35* 0.09 0.06 0.37* 1 

*p<0.05           
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In the first model, in which the first hypothesis is tested, the results of the regression 

analysis indicate that the regression equation has acceptably high R² value (24.1%, adjusted R² 

= 22%). Table 2, which reports the regression results, shows that the independent variable has 

a positive coefficient of 0.19 (p<0.01). The firms’ level of innovation, measured as R&D 

intensity, thus has a positive and significant impact on their IJV intensity. These results give 

support to our first hypothesis. I also see that, as could be expected, the variables firm size 

(B=0.43, p<0.001). Firm size was expected to have a positive impact on IJV intensity because 

bigger firms also tend to have more available funds to spend on new projects (in this case 

international projects) (Tong et al., 2008). This impact is statistically significant. However, both 

financial leverage (B=-0.09) and firm age (0.01) have non-significant impacts on our sample’s 

firms’ ISA intensity. Regarding the variable industry innovation level, I see that the fact of 

operating in a low innovation-, versus high innovation-, intensive industry, has a negative and 

significant impact on the IJV intensity (B= -0.20, p<0.01). Firms in low-innovation intensive 

industries thus internationalize less through IJVs then firms in high-innovation intensive 

industries. When it comes to sector I do not find a significant impact of whether the firms being 

a manufacturing- or a service firm. The results in the first model show that the level of 

innovation of the firms, measured as R&D intensity, in our sample has a positive and significant 

impact on their IJV intensity when entering foreign markets. 

 

In model two, testing the impact of firm-level innovation on acquisition intensity, the 

regression equation shows a R² of 18.5% (adjusted R² = 16.2%). However, in this model the 

independent variable, R&D intensity, has a positive (B = 0.09, p = 0.13), but non-significant 

impact on acquisition intensity, which invalidates hypothesis 2. The control variable firm size 

has a positive and significant (B = 0.37, p<0.001) impact on our sample’s firms’ 

internationalization through acquisitions, while firm age (B = 0.04, p = 0.547) and financial 

leverage (B = 0.09, p = 0.127) have negative and non-significant impacts. The fact of belonging 

to a low innovation-, compared to a high innovation-, intensive industry has a negative and 

significant impact on firms’ acquisition intensity (B = - 0.17, p<0.001). Regarding the sector, 

or whether the firm is a manufacturing or service firm, the results show a small negative, but 

non-significant impact, of being a service, and not a manufacturing firm. However, the results 

indicate that the impact of firms’ level of innovation on Indian firms’ international acquisitions 

intensity is non-significant.  

 



Fourth part: Essay 3 

225 

 

Table 2: Linear regression analysis of the impact on innovation on EMNEs’ 

internationalization 

 IJVs Acquisitions 

Variables β t β t 

Firm level innovation 0.19** 3.26 0.09 1.52 

Firm age 0.01 0.19 004 0.60 

Financial leverage -0.09 -1.46 0.09 1.53 

Firm size 0.43*** 6.81 0.37*** 5.86 

Industry innovation -0.20** -3.25 -0.17* -2.60 

Sector 0.00 0.01 -0.02 -0.25 

R² 24.1%  18.5%  

Adjusted R² 22.0%  16.2%  

*p<0.05 

**p<0.01 

***p<0.001 

    

 

4.4 DISCUSSION AND CONCLUSION 

This paper demonstrates that EMNE’s level of innovation positively impacts their IJV-

, but not their acquisition intensity. EMNEs have been increasingly undertaking foreign 

operations during the last years. These operations have been a good mean to acquire knowledge 

and thus improve the EMNEs’ competitive position in global markets. EMNEs tend to prefer 

external modes of growth such as acquisitions and IJVs (Guillén & García-Canal, 2009) when 

they internationalize. Both acquisitions and IJVs can provide rapid entry into new markets (Luo 

& Tung, 2007), and can help EMNEs access both intangible and tangible strategic assets 

(Guillén & García-Canal, 2009), which is one of the drivers behind their international 

expansion. IJVs have been found to back EMNEs’ upgrade in global markets (Guillén & 

García-Canal, 2009) since they have profited from collaboration and partnerships with foreign 

firms in their own domestic markets.  
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Several arguments could be given to why EMNEs would enter more IJVs than 

acquisitions. First, through strategic alliances in foreign markets the firms can get access to 

critical resources, such as technological skills, that they have need to compete with DMNEs. 

However, it has been argued that EMNEs may have difficulties accessing and improving 

innovation capabilities in foreign markets through IJVs. One of the reasons is that they may 

have problems finding partners, which is mainly explained by gaps in skills (Rabbiosi et al., 

2012) between the partnering emerging market firms and the partnering DMNEs. Despite this, 

several IJVs are signed between emerging market- and developed market partners, both in 

emerging- and in developed markets every year. Second, it has been argued that EMNEs have 

problems related to financing that may restrict their international operations. IJVs are seen to 

be a less costly alternative then acquisition (Hennart & Reddy, 2000). This is explained by 

several reasons. When firms engage in an acquisition they acquire both needed and unneeded 

assets. It is argued that EMNEs are mainly strategic asset-seeking. However, in the case of an 

acquisition they acquire assets that they search for in addition to assets that they do not need. It 

has shown to be costly to extract the needed assets from the unneeded (Hennart, 2012). Other 

post-acquisition integration issues may also be met (Madhok & Mohammad Keyhani, 2012). 

One problem is that these firms lack capabilities to manage acquisitions, and knowledge related 

to extraction of resources and capabilities. Third, EMNEs can meet opposition in foreign 

markets when it comes to acquiring firms, both from foreign governments and employees of 

the target firms. Strategic alliances, on the other hand, seem to meet less resistance by local 

governments. Fourth, it has been argued that when the level of uncertainty is high, firms tend 

to turn towards lower commitment entry modes.  

 

This research has several limitations. First, when EMNEs search for innovation or 

legitimacy they tend to internationalize into developed countries. Their preference for IJVs 

could therefore be explained by the institutional stability in these markets. When the 

institutional environment is stable, firms have might prefer entry modes with lower 

commitment. Since protection of intellectual property rights in these markets tend to be high, 

the chosen entry mode may tend towards shared ownership as in alliances, or IJVs. However, 

in this study, the focus is not on the type of host country for the foreign operations as I am trying 

to explain the total number of these two types of entry modes. Second, only publicly listed firms 

are used. It may be argued that Indian publicly listed firms do not possess the typical 

characteristics of emerging market firms since they are likely to have higher level of 

international experience, access to financing, etc. However, it is challenging to get access to 
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data in an emerging market context. Third, I did not control for legacy, or the extent to whether 

the firms already have alliance- or acquisition experience. Fourth, I did not have information 

about whether one type of operation was chosen over another because of lack of available 

targets in the case of acquisitions or available partners in the case of ISAs. However, I used the 

number of total operations undertaken by the firms over the last ten years. This gives an 

indicator of whether the firms have a preference or not for a certain mode of entry. Fifth, I only 

used R&D intensity as a proxy for firms’ level of innovation. In future research, it would be 

interesting to use other measures, such as number of patents for instance, to measure firms’ 

levels of innovation. Sixth, performance was not taken into account. Even if I find reasons to 

why Indian firms tend to internationalize more through IJVs when they have higher levels of 

innovation, one cannot conclude whether these strategies lead to higher performance for firms. 

These limitations could be integrated in future research to improve our knowledge of 

internationalization strategies and choice of entry modes of emerging market firms. 
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5.1 CONCLUSION 

Guided by the aim of gaining increased knowledge of the development of the literature 

on internationalization of EMNE, and to learn more about factors that impact this process, this 

doctoral dissertation has addressed different aspects related to EMNE internationalization. 

Research on EMNEs is important because EMNEs are starting to become global actors in same 

terms as DMNEs. This challenge strategies of incumbent DMNEs, and rise questions both to 

managers in developed- and in emerging markets, and to policy makers. Three different 

research essays have studied different topics on EMNE internationalization, including the 

evolution of the scholarly literature on this rising phenomenon.  

 

This dissertation addresses different aspects of the internationalization of EMNEs by 

focusing on important factors that are found to impact their internationalization. I show that 

research on EMNEs has received increased attention over the last years, and that 2016 was the 

year with the highest number of publications on the topic. This dissertation has highlighted why 

it is important to focus on EMNEs and their international development. EMNEs have other 

motives to go abroad, they internationalize at another pace, and the fact that they have different 

characteristics from DMNEs impact the way in which they internationalize. EMNEs’ 

internationalization can be divided into questions of why, how, and where EMNEs 

internationalize. 

 

In this dissertation, I have mainly focused on answering the why and how EMNEs 

internationalize. This has been address through different research questions in the three research 

essays.  

 

First, in essay 1, the following research questions regarding the scholarly literature on 

EMNEs’ internationalization are addressed: “How has research on EMNEs’ 

internationalization emerged (number of articles published, division between journals, main 

authors, research methods, theoretical foundations)? Where do we stand in terms of 

understanding of the internationalization process of EMNEs (main findings and contributions)? 

What are future avenues for research on EMNEs’ internationalization?” The results show that 

research on EMNEs has developed at a rapid pace over the last six to seven years, and that some 
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journals are more active than others in publishing research on EMNE internationalization. The 

first article identified in the sample was published in 1996. However, it was not until 2010 that 

the yearly number of publications started to rise rapidly.  

 

Furthermore, essay 1 identifies some scholars as playing a particularly important role in 

research on EMNEs. The results show that Professor Yadong Luo is by far the author with the 

highest number of average citations per article in the sample, mainly thanks to the number of 

citations of the article “International expansion by emerging market enterprises: A springboard 

perspective”, co-written with Professor Rosalie Tung, and published in Journal of International 

Business Studies (JIBS) in 2007. Regarding the research methods applied in the sample, most 

of the research is quantitative and uses secondary sources for data collection. The main topics 

studied are theoretical challenges, systemic and specific factors of internationalization, 

internationalization patterns, influence of ownership structure, cross-border acquisitions and 

internationalization – performance relationship. This essay gives a good overview of the 

development of EMNE research, both in terms of development and studied topics, and gives a 

clearer view over what has been covered by existing literature on EMNE internationalization.  

 

The second essay studies the question “What is the impact of host country 

characteristics and institutional distance on Indian firms’ choice of entry mode into foreign 

markets?” It addresses the impact of institutional distance and nature of host country on 

EMNEs’ choice between M&As and IJVs when it comes to foreign market entry, and addresses 

the question of how EMNEs internationalize. Institutional theory has been identified as one of 

the most important theories in explaining the internationalization of EMNEs (Meyer & Peng, 

2016). The results show that EMNEs prefer M&As when they enter developed markets. No 

significant results are found for entry into other emerging markets. Regarding institutional 

distance, we find that informal institutional distance negatively impact entry through 

acquisitions, both into other emerging- and into developed markets. When the level of informal 

institutional distance is high, EMNEs tend to internationalize through IJVs. These results are 

consistent with previous research on DMNEs, that show that higher uncertainty (i.e. 

institutional distance) leads to lower levels of commitment when entry into foreign markets.  

 

In the third essay, the research question is “What is the impact of innovation on EMNEs 

choice between ISAs and M&As when entering foreign markets?” The role of innovation in the 

internationalization process of EMNEs is extremely important, and is one of the explanations 
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to why EMNEs internationalize. First, EMNEs are found to lack innovation capabilities needed 

to catch-up with DMNEs in global markets. Second, an increasing number of firms from 

emerging markets manage to move up the global value chain and compete in equal terms as 

DMNEs, also in high-tech industries (Awate, Larsen, & Mudambu, 2012). This search for 

innovation is found to impact EMNEs’ internationalization. The results show that EMNEs’ 

level of innovation positively impacts the firms’ IJV intensity, but not acquisition intensity. 

Firms that have developed a certain level of innovation thus tend to enter more IJVs than 

acquisitions when entering foreign markets. This can be explained by the fact that these firms 

to a certain extend have managed to catch-up with developed market incumbents. However, 

they still suffer from liabilities of emergingness, and thus a lack of legitimacy. These firms may 

not want to internationalize through acquisitions since they can access the assets they need 

through partnerships in foreign markets, which may be a less costly alternative. EMNEs also 

suffer from a lack of acquisition capabilities, but have often developed capabilities related to 

IJVs in home markets since they have experience from IJVs with foreign firms at home. 

5.2 CONTRIBUTIONS AND IMPLICATIONS 

With this doctoral dissertation, the aim is to contribute to the IB- and strategy literature 

by increasing knowledge of the internationalization of EMNEs. More specifically, it contributes 

to the knowledge of research on EMNE internationalization and its evolution, and to increased 

understanding of the impact of institutions/host countries and innovation on EMNEs’ 

internationalization into foreign markets. However, this dissertation shows that several 

questions still rest unanswered regarding EMNEs’ internationalization. EMNEs are in general 

still in an early phase of internationalization, and it is necessary to undertake research on 

EMNEs as they will evolve in the coming years. Luo and Zhang (2016) argue that EMNEs 

represent a new laboratory for research in IB. I have therefore tested constructs from the IB- 

and strategy literature, such as institutional distance, host country characteristics and innovation 

levels of EMNEs’ choice of entry, into foreign markets in essay 2 and 3 in this dissertation. 

 

This research work contributes to give an overview over current research on EMNEs 

(essay 1), and to give a deeper insight into important factors that impact EMNEs’ 

internationalization; institutional distance (essay 2) and innovation (essay 3). The contributions 

of each essay have been discussed more in detail in each of the three essays. I will therefore 
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here give an overview of the overall contributions of this dissertation. These essays contribute 

to answer the questions of why and how EMNEs’ internationalize. By focusing on both 

acquisitions and international strategic alliances, I contribute to shed light on another entry 

mode than the one that is usually studied in the EMNE context; acquisitions. Essay 2 studies 

how institutional distance and host country characteristics impact the how EMNEs 

internationalize, while essay 3 focus on innovation (why), and shows that innovation impacts 

the how EMNEs internationalize.  

 

5.2.1 ACADEMIC AND THEORETICAL CONTRIBUTIONS 

For scholars, it is important to get a clearer view over the “status quo” of EMNE research 

as it is a topic in rapid expansion in the IB- and strategy literature. I also identify that more 

research is needed on the role of institutions, and more particularly institutional distance and 

nature of host country, and innovation on the internationalization of EMNEs. The impact of 

these factors can to a large extent be explained by the motives EMNEs have for international 

expansion. This dissertation therefore contributes to advance the fields’ knowledge of these 

factors’ impact of EMNEs’ internationalization. In addition, the dissertation addresses 

inconsistencies in the EMNE literature and identifies avenues for future research. 

 

The aim of essay 1 was to make a “status quo” of EMNE research in top-ranked journal 

over the last years. It shows how research on EMNEs and various topics studied on EMNE 

internationalization has developed over the two last decades. As publications on EMNEs is 

rapidly growing, it is necessary to get a good understanding of what topics the scholarly 

community studies, and how it evolves. I have shown that the main part of research on EMNE 

internationalization at this stage is quantitative. Jormanainen and Koveshnikov (2012) highlight 

that it is important for scholars to be in dialog to identify and address topics that get public 

attention and are interesting for managers. In this way, scholars can advise businesses, both 

from developed- and from emerging markets. To make research on EMNEs more relevant, 

scholars need to undertake more exploratory research with close observations of what is at the 

firm level (Jormanainen & Koveshnikov, 2012). It is therefore important for scholars to increase 

the use of qualitative research methods in research on EMNE internationalization. 

 

In essay 2 the objective was to study the impact of institutional distance and host country 

characteristics on EMNEs’ choice of entry modes. Essay 2 shows that that institutional distance 



Fifth Part: Conclusion, contributions and limitations 

241 

 

has an impact on the propensity of firms to enter IJVs over acquisitions, which implies that they 

search for lower commitment when the level of risk is higher. These results are coherent with 

results from research on firms from developed markets, and contradicts our hypotheses. 

However, when we look at the impact of host country, we find that EMNEs prefer acquisitions 

over IJVs when they enter developed markets. No significant results were found regarding an 

entry into another emerging market. Essay 2 can therefore not help us in advancing the 

hypotheses that the construct institutional distance has another impact in the case of EMNEs, 

then in the case of DMNEs, even if according to our argumentation, the impact should be 

different as the implications of high institutional distance are not the same. For example, high 

institutional distance in the case of an internationalizing EMNE (often) means entry into a 

developed country, and not into an emerging country, which is often the case for DMNEs when 

the level of institutional distance is high.   

 

In essay 3, I argue that firms with higher level of innovation tend to internationalize 

more through IJVs that through acquisitions. The results confirm the hypotheses. These results 

contribute to the scholarly literature in the sense that they show that important factors related 

to internationalization can have other impacts in the case of EMNEs than in the case of DMNEs. 

While DMNEs are afraid to lose IPR to foreign firms, and therefore tend to keep important 

R&D activities close to headquarters, EMNEs with higher levels of innovation prefer to enter 

IJVs in foreign markets. This could indicate that EMNEs are not afraid of loss of IPR, but that 

they need to learn more to catch-up with foreign competitors, and at the same time they need to 

increase their level of legitimacy.  

 

To summarize, I argue that this dissertation contributes to the scholarly literature by first 

giving a “status quo” of research on EMNE internationalization. Then, we test the impact of a 

frequently used construct on entry modes (institutional distance) in the context of EMNEs. The 

results seem coherent with what we find in research on DMNEs. However, when we look at the 

impact of host country, we find that EMNEs tend to prefer acquisitions over IJVs when they 

enter developed markets, which is coherent with the objectives of EMNEs; to access strategic 

assets such as brands and technology. Last, but not least, I show that the innovation level of 

EMNEs tend to positively impact their internationalization through IJVs, but not through 

acquisitions. The scholarly literature has mainly focused on the importance of M&As in 

EMNEs internationalization, even if EMNEs both have experience from IJVs and 

internationalize through IJVs into foreign markets. This essay thus shed light on the role this 
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type of entry mode can play in EMNEs’ internationalization. Some parts of the results in this 

dissertation indicate that EMNEs and DMNEs may not be that different, i.e. the impact of 

institutional distance. However, essay 2 confirms the importance of the role of M&As for 

EMNEs, and then especially in developed markets. Essay 3 could indicate that EMNEs and 

DMNEs have different behaviors. This is supported by the argumentation of different motives 

for undertaking international operations. 

 

5.2.2 MANAGERIAL/PRACTICAL CONTRIBUTIONS 

A question that has been asked in management sciences over the last years is whether 

management research impacts practices of managers and businesses. Barthelemy (2012) argues 

that there are three types of managerial contributions to draw from research in management 

science; instrumental relevance, conceptual relevance and symbolic relevance. Instrumental 

relevance is when research is directly applicable by managers, conceptual relevance is when 

research contributes to help managers to improve the understanding of their business 

environment, and symbolic relevance is when research can be used to legitimize existing 

practices in for example a specific industry (Barthelemy, 2012).  

 

The managerial or practical contributions in this dissertation is to help managers or 

policy makers to understand the business environment, or the broader picture of EMNE 

internationalization by looking at the why and how they internationalize. We talk about 

contributions of conceptual relevance character. For managers, both in emerging- and in 

developed countries, it is important to understand the behavior of EMNEs. The emergence of 

EMNEs changes the competitive landscape for DMNEs, as it increases competition in global 

markets. Managers from developed markets thus need to know how their new rivals develop 

and internationalize, what their motives for internationalization are, and their 

internationalization patterns. Managers from emerging markets need to get a better 

understanding on how to build a successful internationalization strategy and to be aware of the 

challenges EMNEs meet when entering foreign markets. For policy makers and governments, 

it is even more important to understand EMNEs’ internationalization.  

 

As highlighted in this dissertation, resistance has been met by EMNEs in developed 

markets when they search to acquire local targets. Many Western governments and policy 
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makers fear the emergence of EMNEs, and the implications their internationalization into 

developed markets can have on incumbent DMNES, but also on current macroeconomic 

equilibrium. For instance, they are afraid of technology leakages, loss of IPR, loss of jobs, and 

loss of control over Western targets. For policy makers in emerging markets it is also of 

importance to understand how their local firms embark upon an internationalization strategy. 

One important aspect here is the “escape” investments that are discussed in the literature (Stoian 

& Mohr, 2016). Several EMNEs internationalize to get away from institutional voids in home 

markets. 

 

This dissertation has focused on the impact and institutional distance/host country 

characteristics and innovation on EMNEs’ choice of entry modes. This is of importance to 

managers, both in emerging- and in developed markets. EMNEs often have low levels of 

international experience and needs to learn how to operate successful international operations. 

Managers of DMNEs need to know the strategies undertaken by EMNEs and their motivations 

and intentions for international development. As EMNEs are taking on important roles globally 

it is important to know why, where and how these new global giants internationalize.  

 

5.3 LIMITATIONS 

Research on EMNEs has several limits. As argued in this dissertation, too much 

attention has been given to China and Chinese firms. Other limits from which EMNE suffer is 

the heterogeneity of emerging markets, and therefore problems related to generalization. Many 

countries carry the label “emerging markets” even if there are extreme differences between 

these countries. In the years to come, more emerging countries will profit from economic 

growth. It is therefore likely to think that one will see firms from other emerging countries 

undertake international operations in the coming years. Another limit is the difficulty of getting 

access to data. In this dissertation, only data for public firms are used in the samples in essay 2 

and essay 3. This is mainly done to assure access to data. It can be argued that publicly listed 

firms are less representative as EMNEs because they often have developed to a certain stage 

that reduce the difference from DMNEs.  
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Furthermore, EMNEs started to internationalize at a later point in time than traditional 

DMNEs, and it has therefore been argued that they behave as young DMNEs (Dunning, Kim, 

and Park, 2008). How will this evolve as EMNEs continue their international operations and 

increase their levels of international experience? Will they start to behave as DMNEs? Future 

research on EMNEs should pay attention to these questions. Are EMNEs different from 

DMNEs, or do they just internationalize under other circumstances? Do “traditional” 

internationalization theories apply to their internationalization behavior? And do “traditional” 

internationalization theories apply to current DMNEs’ internationalization? Attention should 

also be given not to oversimplify the differences between EMNEs and DMNEs as EMNEs are 

different among one another, just like DMNEs. There might be extreme differences between 

Indian and Chinese firms, but also among Indian- or Chinese firms, just as between American 

or Swedish firms. To conclude, several research questions are still to be answered; whether that 

is regarding context specific research on EMNEs or on EMNEs in general.   

 

This dissertation also contains several limits. The limits of each essay have been 

highlighted. While this dissertation studies research on EMNE internationalization, and 

addresses the why and how EMNEs internationalize, it does not address performance. As 

highlighted in the contributions, this research mainly has conceptual relevance which help to 

understand the business environment. This research mainly describes the phenomenon of 

EMNE internationalization, without showing or proving the best strategy, i.e. whether to enter 

an IJV or an acquisition leads to higher performance. However, this is often the case in research 

as one seems to take for granted that current practice is the best solution. In this case, if one 

considers that what is the most often done, one could argue that the contribution in this article 

could be instrumental, i.e. directly applicable by managers.  

5.4 FUTURE RESEARCH 

It will be interesting to follow how the literature on EMNEs develop in the coming 

years. In the IB- and strategy fields there are several scholars who argue that EMNE research 

is “hot”, while others argue that it is “cold” (Cuervo-Cazurra, 2012). The evolution of this 

research will depend on whether the scholarly community comes to consensus regarding the 

importance of EMNEs and the degree of differences between EMNEs and DMNEs. 

Jormanainen and Koveshnikov (2012) argue that more effort is needed in research on EMNEs 
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to make it relevant for business practitioners. This can mainly be done by undertaking more 

exploratory research and to develop continuous discussions with managers to understand what 

topics occupy them. They further argue that scholars on EMNEs must work harder on 

disseminating research results to the business community (Jormanainen & Koveshnikov, 2012).  

 

This dissertation has highlighted several avenues for future research. Essay 1 shows the 

development of EMNE research, and highlights that more research is needed on other countries 

than for instance China. The bibliometric part of the essay also shows that most EMNE research 

is quantitative and use secondary research methods. The systematic literature review part shows 

the importance given to M&As and strategic-asset seeking by EMNEs. It highlights that more 

research is needed on post-acquisition integration in the case of EMNEs. A lot of research has 

been done on the accelerated internationalization of EMNEs, but less on the continuity of their 

international operations. Essay 2 emphasizes the importance of extending the construct of 

institutional distance to other host country characteristics and then especially the nature of the 

host country. EMNEs are found to have different motives when it comes to entering a 

developed- or another emerging country. While much research focus on strategic asset-seeking 

aspects of entry into developed markets, little has been done on entry into other emerging 

markets. Essay 3 highlights the importance of IJVs in EMNEs’ internationalization. M&As are 

often studied as entry mode into foreign markets, while IJVs are left behind. Many EMNEs 

have experience from IJVs in home markets and we also know that they enter EMNEs in foreign 

markets. However, the role of this mode of entry seems to be almost ignored by the scholarly 

community. Future research should study the role of IJVs in EMNEs’ internationalization 

strategies. 

 

In general, more research is needed on the similarities or dissimilarities between EMNEs 

and DMNEs to understand why and how special attention should be given to EMNEs, and to 

debate about the heterogeneity of EMNEs.  Too much focus has been given to a few emerging 

countries (i.e. China). This has been explained by the importance of firms from certain 

countries, the accessibility of data and high presence of scholars from for instance China. Future 

research should therefore work on including other countries and contexts.  
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Résumé en français 

Cette recherche doctorale étudie un phénomène important dans les champs du 

management international et de la stratégie ; l’internationalisation des multinationales des pays 

émergents (EMNEs). Depuis quelques années, l’internationalisation des EMNEs reçoit une 

attention croissante de la part des chercheurs, des décideurs politiques et des managers. Ceci 

est expliqué par l’émergence rapide des EMNEs en tant qu’acteurs mondiaux. D’un point de 

vue théorique, les EMNEs questionnent les théories d’internationalisation qui ont 

traditionnellement été utilisées pour expliquer l’internationalisation des entreprises. D’un point 

de vue pratique, ces entreprises ont réussi à s’internationaliser, à monter en gamme et à 

concurrencer les entreprises des pays développés au niveau international internationaux dans 

une période très courte. 

 

Afin d’adresser des sujets et questions important dans l’internationalisation des EMNEs, 

cette recherche se compose de trois articles de recherche. Tout d’abord, l’article 1 est une étude 

bibliographique avec une revue de littérature structurée qui étudie l’évolution de la recherche 

sur les EMNEs pendant les deux dernières décennies. Ensuite, l’article 2 étudie l’impact des 

institutions, ou plus précisément la distance institutionnelle et les caractéristiques des pays hôtes 

sur le choix de mode d’entrée des EMNEs à l’international. Enfin, l’article 3 étudie l’impact de 

l’innovation sur leurs stratégies d’internationalisation.  

 

Au niveau empirique, cette recherche est basée sur des données des entreprises 

indiennes pendant une période de dix ans. Les données proviennent de plusieurs sources ; SDC 

Platinum, inFinancials et les rapports annuels des entreprises.  

Mots-clés 

Multinationales des pays émergents, EMNEs, internationalisation, institutions, pays hôtes, 

innovation 



 

 

Résumé en anglais 

This doctoral dissertation studies a growing phenomenon in the IB- and Strategy 

literature; the internationalization of multinationals from emerging markets (EMNEs). The 

internationalization of EMNEs has received increased attention from both practitioners, policy 

makers and scholars over the last years, thanks to their rapid emergence as international players. 

From a theoretical point of view, EMNEs question theories that traditionally have been used to 

explain firm internationalization. From a practical point of view, these firms manage to 

internationalize, up-grade and compete with Western incumbents in short time. 

 

To address current issues and questions on EMNE internationalization, this dissertation 

is built up of three research essays. First, essay 1 is a bibliometric study and a structured 

literature review that studies the evolution of EMNE research in the IB- and strategy literature 

over the last two decades. Second, essay 2 addresses the importance of institutions, or 

institutional distance and host country characteristics more specifically, and the impact they 

have on the chosen entry mode of EMNEs into foreign markets. Third, essay 3 looks at how 

innovation impacts whether EMNEs choose to internationalize through international joint 

ventures or acquisitions. 

 

The empirical research essays in this dissertation are based upon a data set of Indian 

firms over a ten-year period with data from several sources, i.e. SDC Platinum Data Base, 

inFinancials, and the firms’ annual reports.  

Keywords  

Emerging market multinationals, EMNEs, internationalization, institutions, host country, 

innovation 

 



 


